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1. Executive Summary

1.1. Context, Scope and Focus of the Evaluation

The Palestinian economy continues to be highly dlépet on donor aid. effective fiscal and policy

reforms remain critical. However as long as th@dBroccupation persists, the Palestinian Authority
(PA) cannot be expected to achieve economic vighittirough austerity measures alone although the
PA is taking a number of fiscal measures to stabilhe economy to the extent that is within itsticdn

An Evaluation Mission by an independent consulteam was undertaken on-site during mid-May to
mid-June 2016. A draft report of the evaluation wesduced by mid-July and circulated by EUREP to
stakeholders. Consolidated comments were provigdel lREP end of October and the final report was
available by mid-November 2016. The team then netdifor a week in November 2016 to disseminate
their findings to stakeholders in Ramallah and saem.

The period covered by the PEGASE Evaluation Mis$502014-2015 and the objective is to undertake
a comprehensive assessment of the three ‘clusteEJ support to the PA: PEGASE Direct Financial
Support (DFS) mechanism; Pilot Results Orientednienaork (ROF); and Complementary Programmes
(CP). It also consolidates the evaluation of theeahclusters of European Union (EU) support into a
Global Assessment.

In addition to European Union Representation iregtale (EUREP), EU Member States (EUMS) and
other donors, the PA is a key beneficiary of thaleation. It is an ambitious evaluation agenda liaat
required a tightly managed approach with full stekder consultation. The scope of evaluation awd th
evaluation questions were discussed in detail gnelea upon with EUREP.

In terms of context the EU has been supporting®A&s recurrent expenditures through the PEGASE
Direct Financial Support (DFS) mechanism since 2008s European mechanism of support to the
Palestinians aims to maintain the viability of theo-State Solution. Three DFS components are
supported: Civil Service and Pensioners (CSP); &talble Palestinian Families (VPF); and East
Jerusalem Hospitals (EJH).

The EU and the PA developed a ROF aimed at supgopblicy dialogue between EUMS and the PA
in relation to the Palestinian National Developmilan (PNDP) 2014-2016. The ROF was planned as
part of the EU/EUMS Joint Programming Approach (JR#hich resulted in a European Joint Strategy
(EJS) aligned with the PA’s National Policy Agen@dPA) 2017-2022. The initial Pilot of the ROF
(‘Pilot ROF’) was undertaken from April to Decemi#015 and covered six sectors, under two pillars:
(Pillar 1 led by EU and UK) Fiscal policy reformesd (Pillar 2 led by Belgium for Education, Italyr f
Health and EU for Social Protection) for Serviceliimy. The Pilot ROF was extended for another
year until the end of 2016. A ‘Future ROF’ will lleveloped and launched in 2017 based on NPA
2017-2022 strategic priorities, the EJS and JPdgalvith the recommendations of this evaluation.

In addition to the DFS support, the EU funds ele@&hsupporting the PA to increase the capacities of
key institutions, including for design and implertaion of fiscal and administrative reforms. Fivie o
these CP, amounting to over €6.5 million were immated from November 2012 to February 2018,
and are part of this evaluation.



1.2. Findings

(For detailed conclusions, please refer to Sedian)

1.2.1. PEGASE Direct Financial Support

A total of over €390 Million has been allocatedatigh PEGASE DFS to the PA during 2014-2015.
Funding to the PEGASE DFS comprised €184.86 mil26t4 and €205.55 million in 2015The key
counterpart within the PA for PEGASE DFS is the liry of Finance and Planning (MoFP) in terms
of the overall financial management of the mechargs well as being the direct counterpart for CSP.
The lead counterpart for VPF is the Ministry of Bbdevelopment (MoSD); and the Ministry of
Health (MoH) is the lead counterpart for EJH.

In terms of the administration of PEGASE DFS, Diéoand Touche undertook an efficiency review of
PEGASE DFS CSP and VPF processes in 2014 andnitifadhoroughly well managed system.

The PEGASE Evaluation Mission recognises that geese the DFS mechanism is of a political nature
geared towards the Two-State Solution and thathitee DFS components have provided predictable,
reliable and unconditional contributions to the P&has enabled the PA to maintain and manage its
administration and build capacity despite the v@itical political situation imposed by the occupat
and the restrictions from Israel.

Although stated as an objective, there is no dicgctiemonstrable link between PEGASE DFS and
service delivery, and the results thereof havebsein defined. The aid modality is a response @o th
Two-State Solution and is political in nature rathlean part of a development agenda. As such,
improvement of service delivery is not directlygered. For example, the evaluation found that the
payment of salaries to civil servants in Gaza nexgua political solution and is not about maintagni
service delivery.

Overall, PA beneficiaries appreciate PEGASE DFSperipand call for its continuation in the same
spirit, together with policy dialogue on PA prigeg through the ROF process. None of the EUMS
considered a move to conditionality for PEGASE DOilB$e appropriate although some wanted more
demonstrable results as a result of funding. Asiteon to a development agenda based on the need to
improve service delivery to Palestinians is a cstome principle that should be explored in relatio
future EU/EUMS support. This could take the formsaétainable financing, institutional strengthening
and capacity development, as well as budget suppbit may mean that overall levels of support
would need to increase during such a transitioayiging funding through PEGASE DFS as well as
development aid through other complementary fundiogalities.

The evaluation mission considers the PEGASE DFS tme an appropriate, efficient and effective
modality for the EU to continue to support the Palstinian Authority towards a Two-State
Solution.

CSP provides a contribution to monthly payments towgatfte salaries and pensions of around 70,600
employees and pensioners (approximately 88 per employees and 12 per cent pensioners) in the
West Bank (50,400) and Gaza (20,200) who benefitech CSP payments. In 2015, the number
decreased by 2,000 CSP to around 68,000. The KegtMe is to alleviate the PA’s budget deficit and

1 EUREP commitment figures provided by EUREP offideNovember 2016
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ensure the delivery of essential public servicetheoPalestinian population including sectors sash
health, education and social development. The GSRe largest component of the DFS with a total
contribution to the PA payroll and pensions of €25iflion during 2014-2015 (contribution of around
16 per cent of the wage bill). Six donors, in aidditto the EU, funded CSP in 2013 and three (lklan
Netherlands and Sweden) in 2015. This may refledownward trend or could be simply be an
indication of changing priorities of donors, buistehould be monitored in coming years. Fundinthef
component has decreased by around 8 per cent fidth € million in 2013 down to €123.6 million in
2015.

VPF provides payments on a quarterly basis to Palastihouseholds living in ‘extreme poverty’
through the Cash Transfer Programme (CTP) admieistey the MoSD. The key objective is to
support households living in extreme poverty in West Bank and Gaza. The overall allocation to the
CTP by EU and EUMS amounted to €93 Million (43 pent of the overall CTP buddptiuring 2014 —
2015 benefitting an average of 60,000 householdslst\bayments were relatively regular during 2015,
there were delays in 2014 due to PA budget comsésrdas Israel withheld Clearance Revenues). This
highlights the difficulties the PA has in budgetamhing due predominantly to a lack of adequate
revenues and funding and reinforces the PA’s crdeipendency on PEGASE DFS support.

Several studies were undertaken to improve the I@&IReen 2012 and 2015 and a joint action plan has
been produced. Whilst the MoSD has made some pm®greeveral recommendations are still
outstanding. The CTP provides a minimal safetybuéthe amounts are too low and infrequent to make
a sustainable difference to extreme poverty. Howdhe CTP and EUREP’s VPF contribution is
considered by all stakeholders to be crucial tgsdmg basic human rights and dignity, enabling th
poorest sections of Palestinian society to receagments used for essential living costs, including
medicine for example. In parallel, the MoSD is wingkon improving quality and access to services as
well as the introduction of socio-economic empowemininitiatives through the implementation of its
social development sector strategy.

Support toEJH provides for the payment of the PA’s arrears xdhsispitals in East Jerusalem to which
patients are referred from across the occupiedsiailen territories. The EU contribution amounted t
€44.2 million in 2014-2015. The main objectiveassupport access to basic services in East Jenusale
reduce the PA’s arrears to these hospitals andceedeferrals to Government of Israel hospitals. In
parallel, it is part of broader efforts to improtlee efficiency and effectiveness of the PA refarral
system. The MoH achieved dramatic efficiency sawiing reducing the cost of referrals to Israeli
hospitals: €25 million (34 per cent of the MoH reéds budget) in 2015. In 2013, the EU was the only
donor that supported EJH through the PEGASE DFSharesm. Finland contributed in 2014 and
Denmark and Italy in 2015. This has nearly doulitesl EU's support to EJH from €15.5 Million in
2014 to €28 Million in 2015. Once implementationaofevised national referrals policy and procedure
has commenced, it is likely to result in reducedtsmf referrals within the Palestinian territories
Donors such as USAID and Italy conclude that irisigffit availability of budget support and a lackaof
strategic sector-wide approach have resulted magnfentation of the health system and donor support
although significant progress has been made itioaléo tackling arrears.

1.2.2. Results Oriented Framework (ROF)

The design of the pilot stage, institutional seftiand the rooting of the indicators within the six
‘sectors’ focused on key areas deemed to be ofrigyrioelevance for dialogue by and with the

2 Total CTP budget of Eur. 265.75 million
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community of donors. However the design did notessarily match the PNDP 2014-16 priorities and
the six sector fiches were not completely ownedhayPA/LMs despite the consultations held in some
sector working groups. The involvement of Civil &g representatives in the overall design and
monitoring of the ROF has also not yet been ackieve

In terms of results of the Pilot ROF, out of 24igadors, 10 were considered as met (of which 7rare
Pillar 2 related to service delivery), 10 othersuamet (of which 7 are in Pillar 1 related to refg),
and 4 as uncertain/not conclusive. The indicatogsoé four types: short term results, policy eletsen
reforms and political issues. Unmet targets wermipaue to indicators and targets not being SMART.
With such a mixed focus, several interlocutors tjuarghe effectiveness of the ROF as instrument for
policy dialogue. The Policy Dialogue has been sthiioth at sector level and national level with the
PMO, which has been appreciated by all concerné@. Sectors’ Leads and EUREP have led the
reporting system with inputs from the PA, due te #A’s Monitoring and Evaluation (M&E) and
reporting system not having been sufficiently depeb.

Globally, the pilot ROF is valued as a good startig instrument to build upon for policy dialogue:
despite its limitations, and in the absence of a tianal M&E being in place, the PMO considers
the pilot ROF to be a positive starting instrumentto monitor key policy priorities and reforms
and to start a policy dialogue with the community 6 development partners based on a common
framework.

1.2.3. Complementary Programmes

The EU funded Complementary Programmes (CP) supghertievelopment of national capacities of

institutions that play a critical role in the designd implementation of governance reforms. The
evaluation assessed how the CP were defined antthevtteeir scope was appropriate and realistic. The
CP, which are implemented by consulting firms -hvilhe exception of the Palestinian Central Bureau
of Statistics (PCBS) - were developed before that ROF.

The Institutional Strengthening of the State Awhd Administrative Control Bureau is in its second
phase. It commenced in September 2014 and is dbe tmmpleted in March 2017 with a budget of
€2,499,880. Good progress is being made in reldatiofinancial, compliance and performance audit
training. However the new audit law has not beealfy promulgated as yet. SAACB considers their
CP and associated TA experience to be extremelyiyEsThey attribute this primarily to being ingh
‘driving seat’ throughout the process.

TA to the PA in Public Financial Management Refo(faBM) commenced in October 2015 until April

2017 with a budget of €235,587. The beneficiarytie MoFP and since the CP only recently
commenced, activity has been limited to the pradacof a draft PFM Strategy by TA. However the

MoFP has not sought to adopt the strategy as \etitzgre is a perceived lack of ownership by the
MoFP. Realistic elements of PFM reform should be mgreed with the PA with coordinated support
from EUMS and other donors.

EU Support to a Taxpayer Awareness Campaign comeaeincAugust 2015 until February 2018 with
a budget of €949,900. The beneficiary is the MoHBitectorate of Customs and Taxes. There was a
delay in implementation of an awareness campaigraity 2015 and the Directorate concludes that this
resulted in a loss of potential increased revemge avareness. Highly dissatisfied with the CP, they
consider legislative reform and an on-line taxpayegistration and payment system to be more
important.



The TA to Civil Service Reform (€1.4 M) commencedNovember 2013 and ended in May 2016. The
main beneficiary was the General Personnel Co@dC). The project was designed to improve the
civil service legal framework and law enforcemerdpacities; modernise the human resources
management policies, practices and systems; ogirttie structure and functions of the public

administration; and contain the total cost of thbljx sector. All activities were implemented and

completed and recognised by the GPC as key instrignaé Civil Service Reform.

The Capacity Building for the Statistical Programmeeeived €1.4 million in 2012-2015. The main
beneficiary was PCBS. The aim was to develop PCBSttutional capacities to carry out statistical
activities; disseminate data; update socio econdmd@ators and promote high-level utilisation of
statistical data by stakeholders; and contributeaiional planning and monitoring processes. The ro
of the PCBS in the National Planning and M&E idl $ti be determined. They were neither involved
enough in the policy dialogue around the ROF naeviey consulted during its design phase.

Overall the results of evaluation of CP demonstratghat the achievements of the programmes
have been mixed and further support is required. Fture CPs should align more directly to the
future ROF.

1.3. 13 Visibility

The Evaluation Mission found that almost all stakdbrs were aware of PEGASE DFS and its three
components. The EUMS had a higher level of awarserthan other donors since this funding

mechanism channels funds from EUMS. The EUREP pespguarterly reports and their website

contains a proliferation of information about PEGABFS but much of it is out of date. Awareness
about PEGASE DFS has also been raised and reidf@ioee 2013 with the increased coordination
undertaken by EUREP in relation to the JPA and &J%vell as the Pilot ROF. The key government
counterparts informed that all staff members amegaly aware that the EU/EUMS offers support to
CSP as well as VPF but there was less awareness sigport to the payment of PA arrears to EJH via
MoH. Overall the EU is recognised as a reliableatton

14. Recommendations

For more details please refer Section 6.2.

1.4.1 PEGASE Direct Financial Support

The EU should not consider conditionality of PEGASES as an option in the short to medium term as
it is not conducive to a Two-State Solution whigmains the primary political objective of this aid
modality. There is a need for EU/EUMS to differatgi between political and technical objectives and
seek to resolve political issues through effechiigh-level policy dialogue.

In the social protection sector, the EU/EUMS shosigpport the implementation of outstanding
recommendations of CTP efficiency studies. Diff¢i@mmodels of targeted assistance to extreme poor
(not only VPF) should be piloted based on the mndiltiensional poverty study currently being
conducted by PCBS. In the health sector, the EU/BUitlould consider broader sector-wide approach
with the MoH, including the potential for Budgetffwort for this relatively mature sector.

1.4.2 Results Oriented Framework



The development of the future ROF should incorgothe lessons learned drawn from the 2015 and
2016 ROF annual reports with close monitoring. &lignment of the ROF with only the NPA sector
priorities is a prerequisite. Those sectors witmprehensive plans should be eligible for the RO an
for well-informed policy dialogue. Other sectorsatttare not yet well advanced in sector planning
should be assisted.

The selection of indicators and targets needs tprhgmatic, consistent and realistic. The PA should
lead the process of M&E and reporting of the RQWpiving the new M&E Secretariat General of
Cabinet as a key stakeholder together with PMO cRolPriorities and Reform Unit, key Line
Ministries, the MoFP, Civil Society and the privaector. There is a need to closely bridge the gap
between the pilot ROF process (2015 and 2016) hedEJS process so one instrument emerges.
Therefore a transitional ROF may be required duzZiog7.

1.4.3 Complementary Programmes

During the process of finalisation of the future REUREP should discuss with all PA beneficiaries
how the present and future CP could be improveshtble them to build the capacity needed to achieve
and monitor their strategic objective and have tgreeontrol of the focus and operational management
of the TA support. Based on the conclusions ofetveduation, further support would be required fpr (
PCBS, to match the requirements of the future natidM&E framework and its strategic statistical
plan; (ii) for GPC, to pursue the civil service mgement framework; and for (iii) joint formulatiaf
agreed upon and progressive PFM & public adminismareforms. New CP would be required to
support the national planning and M&E framework amckease the capacity of the PMO priorities,
policies and reforms unit. A Policy Dialogue Fagilcould be established to fund the policy dialogue
activities of the future ROF.

Most importantly, intensive support from the EU/EBND the political and technical resolution of the
Clearance Revenue need to be prioritised, throwgjbypdialogue between the PA and the EU/EUMS,
as well as with Gol.

1.5. Global Conclusions and Recommendations

The global architecture of the three clusters (PBEGADFS, Pilot ROF and CP) was set at different
stages, with specific perspectives that would wtety converge. They have contributed altogether to
building progressively positive support that istljgappreciated by the PA. Although each has room
for improvement, they contributed to building cafias of institutions that are the foundation of
contributing to the Two-State Solution. This is ighty complex process within a fragile political
context that needs time to consolidate.

The continuation of the PEGASE DFS, the developmentf a future ROF, aligned to NPA
priorities 2017-22, and embedded within the EuropaaJoint Strategy and the Joint Programming
Approach with expanded funding to sector developmednand progressive reforms, will further
consolidate institution building and policy developnent necessary for a Two-State Solution.

Vi



2 Introduction

2.1 Political and macroeconomic context

After a period of sustained state-building prograsd economic recovery between 2007 and 2011, the
democratic path (no electoral process and limitstitutional accountability) and the economy (shagvi
growth, high unemployment, and large fiscal defichave significantly slowed down since 2012. The
general outlook has deteriorated dramatically dlierpast two years. During 2014, the Peace Process
negotiations collapsed and the Gaza Strip suffarethjor humanitarian crisis and massive destruction
as a result of Israel's "Operation Protective Edgdiile Israeli-imposed restrictions on Palestinian
people and their economy continued unabiated

The World Bank (WB) predicts stagnant growth in @aif 3.3 per cefitdue to the reconstruction
required due to the aforementioned destructionamad@n 2014. Whilst real GDP reached a 5 per cent
increase in West Bank in 2015, Gaza suffered frostowing of real GDP down to 2.8 per cent. The
crunch was primarily due to: a significant redustiao donor aid (aid commitments having dropped by
nearly half from 2010 to 2015); the devastatingactpof Israeli economic restrictions; and unprestict
temporary suspension of Clearance Revenue (CRyféanin early 2015, which resulted in a USD 650
million financing gap for the PA. The Internatiordbnetary Fund(IMF) concurred with the WB'’s
forecast and estimates a funding gap of USD 500iomilduring 2016. This unstable period has
contributed to the poverty rate in Palestine opp26 cent and in Gaza of nearly 40 per cent. ThasPA
taking a number of fiscal measures to stabilise eit®nomy, including: the development of a
comprehensive framework to increase revenue; widgthie tax base and raising tax-payer compliance;
adopting a zero-net hiring policy and the creatiban aid-restructuring stratejy

In the absence of successful peace negotiatiores, Pdlestinian economy will continue to be
unsustainable and dependent on donor aid. Incréasad and policy reforms will also remain critica
although as long as the Israeli occupation perdistsPalestinian Authority (PA) cannot be expedted
achieve economic viability through austerity measualone. As long as there is a political horizam f
the resolution of the ‘Two-State Solution’, donantributions will probably be sustained, albeitaat
level that cannot match real needs on the ground.

2.2 Context of EU support to PA’s recurrent expenditures through PEGASE DFS

Since 2008, the EU has been supporting the PAilsn@treform agenda by providing financial support
to the PA’s recurrent expenditures through the PEEMirect Financial Support (DFS) mechanism,
the European mechanism of support to the PalessiniBhis support aims to maintain the viability of
the Two-State Solution by avoiding the fiscal cpfla of the PA and sustaining basic living condgion
of the whole Palestinian population (overall objext PEGASE support operates through systematic,
predictable and unconditional contributions. ThrB&S components are supported: Palestinian
Administration and Services — Civil Service and $teners (CSP); Social protection system —
Vulnerable Palestinian Families (VPF); and Eastiselem Hospitals (EJH programme). The EU and
EU Member States (EUMS) as well as Switzerland Mavay have contributed around €1.9 billion to

3 Specific Terms of Reference, Evaluation of TheeBitian Programmes of Direct Financial Supporth® Palestinian
Authority and Results Orientated Framework in tkeidd 2014-2015, EUREP West Bank and Gaza, 2016
4 MENA Economic Monitor Report - Spring 2018orld Bank
® Economic Monitoring Report to the AHLC, World BarSeptember 2015
® PA Report to ADLC, PA, 30 September 2015
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the PA recurrent budget since 2008, including €hiBon in 2015. Over this eight year period, thg E
has contributed around €1.5 billion, whilst the 13’ contributed around €0.4 billion. In addition, the
EU is funding five Complementary Programmes (CHBjteel to fiscal and public administrative reform
amounting to €6.5 million over the period from Nowser 2012 to February 2018hrough the
provision of Technical Assistance (TA).

The institutional arrangements of two of EUREP’smBA counterparts are new, with revised roles
and responsibilities of the Prime Minister's Offi@MO) having been approved in late 2015 and the
merged Ministry of Finance and Planning (MoFP) hgvbeen established recently. The Monitoring

and Evaluation General Secretariat of the Cabirfiétedis also a new entity, established with sfedin

the former Ministry of Planning of AdministrativeeRelopment. In addition, the policy environment

and processes are in their infancy, with the PABKOPPNPA matrix of key sectors and priorities having

been issued for consultation to donors towardstiteof May 2016. The EUREP/EUMS are currently

preparing a unified response aligning support ¢octhntent of these national priorities.

2.3 Development of a Results Oriented Framework

While the PEGASE DFSs an unconditional instrument supporting the politicbjective of
maintaining the viability of the Two-State Solutjadhe EU and the PA have agreed to progressively
develop a Results Oriented Framework (ROF) aimesigporting a more coherent and focused policy
dialogue between the EUMS and the PA on their rea@tor policies and reforms.

The ROF was planned to be part of the EU Joint rarogiing Approach with EUMS, which would

result in a European Joint Strategy (EJS) alignil thie Palestinian National Policy Agenda (PNPA)
currently in the making for the period 2017-2022eTinitial Pilot of the ROF was undertaken from
April to December 2015 and covered six sectors urtle umbrella of two pillars: (1) Fiscal

consolidation and policy reforms, and (2) Serviceligry. Pillar 1 comprises the following

programmes: (1) Macro-economic support/Fiscal Qutle- led by the EU (2) Public Financial

Management (PFM) — led by the EU (3) Public Adntnaiive Reform (PAR) led by the United

Kingdom (UK). Pillar 2 comprises: ((1) Educatioried by Belgium (2) Health — led by lItaly (3) Social
Protection — led by the EU. The focus and pricsitsdong with indicators and targets were articalate
within six Sector Strategy Fiches. The Pilot ROwatended for another year until the end of 2@16.

future ROE will be developed and launched in 2017 on theshaisihe strategic priorities defined in the
PNPA 2017-2022, along with the recommendationsigfévaluation.

The future ROF is still at its development stage ams to cover the wide areas of the PA’s upcoming
PNPA expected by the end of 2016. As several EUM& @ther donors contribute bilaterally to
development programmes in various sectors, the R&¥ is seen by the PA as an interesting
instrument with two prospects: a) to provide inptdsthe PA national Monitoring and Evaluation
(M&E) Unit that has been recently established witthie General Secretariat in the Cabinet Office to
establish the national M&E framework; and (b) t@dime a common instrument to facilitate dialogue
between the PA and the donor community and avaidllpg overlapping reporting systems. The future
ROF is considered by the EUREP and EUMS to be stnuiment that would inform: (a) policy dialogue
on the overall objectives and achievements of theoming six-year PNPA, including sectors (in

" As well as Switzerland and Norway
8 The EU also funds other CP that are beyond thpesobthis evaluation.
% ‘Future ROF’ relates to the redesign of the PRAGF as a result of this evaluation; the PA’'s PNBAd other factors that may
pertain to the EU’s JPA and EJS.
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relation to both recurrent and development budgatsgrammes, and reforms); and (b) donor aid
effectiveness in contributing to the PNPA.

24 EU-funded Complementary Programmes

The EU-funded Complementary Programmes (CPs: b= 13 amount to over €6.5 million (November
2012 to February 2018), in the form of Technicaki8gnce (TA). They support the development of
national capacities of institutions that play atical role in the design and implementation of the
reforms that are ROF ‘pillars’, supporting the P#ate building blocks (such as macroeconomic
stability, fiscal consolidation, governance, seevitelivery, etc.). It should be noted that, in tielato
the Pilot ROF, the CP were developed before thet ROF and therefore did not sequentially link with
it.
Table 1: Summary of 5 Complementary Programmes

Amount Implementation

Contract Number Contract title (EUR) e

ENPI1/2014/324- Institutional Strengthening of the State Audit angl499 880 19/09/2014 -
763 Administrative Control Bureau (SAACB) - Phase 2 18/03/2017

Technical assistance to the Palestinian Authonity j 20/10/2015 -
ENI/2015/363-265 Public Financial Management Reforms é35 587 10/04/2017

EU support for tax payer awareness campaign | 08/08/2015 -
ENII2015/357-417 | S >t d29 900 07100/2010
ENPI1/2013/329- Technical Assistance to Support the Civil Servin408 500 25/11/2013 -
527 Reform in the West Bank and Gaza Strip 24/05/2016
ENPI1/2012/280- Capacity Building for the Statistical Programme 201 1419 804 02/11/2012 -
370 2013 02/09/2015

Totals 6513671 142 months

2.5 Scope and objectives of evaluation

The objective of the evaluation assignment is tdettake a comprehensive assessment of the three
clusters of the EU support to the PA: PEGASE DF8harism, Pilot ROF (April to December 2015)
and CP; as well as consolidate the three clustérElW support into a Global Assessment. The
assessment, with resulting conclusions, lessomaddaand recommendations covers a two-year time
period from January 2014 to December 2015. Thigitis the exception of the ROF, which focuses on
the Pilot period between April and December 2015.

EUREP, EUMS and the PA are key beneficiaries ofetreduation. It is an ambitious evaluation agenda
that has required a tightly managed approach witrstakeholder consultation. An Evaluation Mission
by an independent consultant team was undertakeait@during mid-May to mid-June 2016. The team
also consulted with the DG/NEAR in Brussels anddpoed a draft report by mid July 2016. The
EUREP circulated the draft report to stakeholderd aonsolidated their comments that were then
incorporated by the evaluation team in the finalfdreport. The team returned for a week in Novembe
2016 to disseminate their findings to stakeholderRamallah and Jerusalem. This technical update
builds on but does not repeat the previous PEGAEE Bvaluation (2011-2013). EUREP advised the
consultant team not to undertake an extensive gtugkanalysis but rather focus on the technical
evaluation and a forward-looking evaluation of theee clusters. Ranked priorities were agreed with
EUREP as follows: (1) Pilot ROF (2) CP (3) DFS PESEA The three clusters were not been designed
simultaneously and so the global assessment vaigmt the common strands across the three clusters.
For further information about the Evaluation Methpdnderlying assumptions and key questions see
Annex 3: Evaluation Method.



3 Answered Questions and Findings

3.1 PEGASE Direct Financial Support

3.1.1 Introduction and overview of modality

The global objective of the DFS is to maintain ability of the Two-State Solution through supptart
the operational costs of the PA, thereby sustaibemjc living conditions of the Palestinian popialat
in the West Bank and the Gaza Strip, including naéming service delivery in East Jerusalem.

PEGASE (DFS) is the EU mechanism to support the R&urrent expenditures and was established in
February 2008. A total of over €390 Million has bedlocated through PEGASE DFS to the PA during
2014-2015. Funding to the PEGASE DFS comprised &83#illion 2014 and €205.55 million in
2015". (See Annex 4: ‘PEGASE DFS EU budget and EUMS daramtributions to support 3
components). Using 2013 as a baseline, 11 donalsding the EU have contributed to the 3
components to date: PA Civil Servants’ Salaries Redsions (CSP): Ministry of Finance and Planning
(MoFP); PA social allowances to Vulnerable Palésatin Families (VPF) Ministry of Social
Development (MoSD); and PA arrears to East Jerosdlespitals (EJH): Ministry of Health (MoH).

EUMS can transfer funds to the EU through the PEEAES mechanism in one of two ways: firstly
they can sign a transfer agreement with the EU lwttien pays the EUMS’s contribution (i.e. assigned
revenues) together with EU funds to the PA treasuy-account. Alternatively the EUMS may pay
their contribution directly to the PA treasury sadeount, in which case they sign a Memorandum of
Understanding (MoU) with the EU, as well as usasate one with the PA.

The DFS is designed to be unconditional in natareake into account the political, socio-economic,
financial, institutional and capacity challengesefd by the PA and its people. The mechanism and
transactions thereof are regularly and rigoroushjited and evaluated to international standards

3.1.2 Component 1: Civil Service Salaries and Pensions

Q1

a) Isthe PEGASE CSP mechanism efficient?

b) Does it enable fund flows to be delivered and ut8ed by PA, provide the PA with sufficient
flexibility to face PA budget variations, and redue the deficit?

c) Do all targeted eligible Civil Servants and pensiogrs receive their salaries and pensions on
time?

The CSP is recognised as providing a predictaliiepnditional contribution to the PA's payroll. The

CSP contributions represented approximately 16cpat of the PA’s payroll and pension in 2014 and
2015 and remain the PA’s most substantive formoofod revenue support. It is important to underline
that the PEGASE DFS contributions are always madée context of the PA payment of salaries and
pensions — in other words, CSP contributions ary disbursed when there is a payment of PA
salaries/pensions. In 2014 around 70,600 employeek pensioners (approximately 88 per cent
employees and 12 per cent pensioners) in the Wask £50,400) and Gaza (20,200) benefited from

10 EUREP commitment figures provided by EUREP offideNovember 2016
11 For example annual audits, and the ‘EU SuppattiédPalestinian Authority, Special Report Number Edropean Court of
Auditors, 2013
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CSP payments. In 2015, the number decreased byd000 CSP to around 68,000 (with 49,000 in
the West Bank and 19,000 in GdZaHowever the PA still relies predominantly on dsn resources
that amount to nearly half of its overall annuablimiexpenditur€. See Figure 1: Contributions to PA
Salaries and Pensions in 2014 and 2015 and TabAen@unts paid by EU/EUMS through PEGASE
DFS to CSP'.

Figure 1: Contributions to the Salaries and Pemsafrihe PA civil servants and pensioners in 20idt a
2015

Contributions to PA Salaries and Pensions
in 2014 and 2015

1,000.00

800.00

600.00

i PA & other non-EU donors

400.00 S EU
200.00
0.00 B . [ .

€ (M) 2014 2015
Source: MoFP for PEGASE DFS evaluation, June %016

Table 2: Amounts paid by EU/EUMS through PEGASE D&ESP

Year Total payroll CSP (EUR) (EUR)
2015 948,276,753.80 123,613,924.00
2014 846,950,406.50 128,564,529.00

Source: PEGASE DFS database

The PEGASE and MoFP contributions are disburseectlir to the local bank accounts of the civil
servants and pensioners. The EU and the PA agree annual schedule of monthly payments for the
fiscal year (FY) at the time of the signing of tRmancing Agreement regarding the PEGASE DFS
contributions. The schedule for 2014 commenced higriayments from May, with no payments
scheduled by the EU for the first four months o tyear. In 2015, the EU commenced monthly
payments from April to July and from November tocBeber according to the schedule, with no
payments received by the PA for the first three tnemf the year and months of August, September
and October. This scheduling resulted mainly fromerinal funding transfer arrangements of the EU;
and a delay in the signing of the Financing Agrestrimpacted the schedule in 2015. While it is
understood that the EU strictly adhered to theeyisbursement schedule and the PA was fully aware
of it in advance, the PA informed that these pegjaat the beginning of each of FY when payments
were not scheduled, caused the MoFP immense diféistin administering its payroll and pensions as
it did not have access to sufficient alternativereces to make up the perceived shortfall.

12 Figures provided by MoFP during the evaluationd &/auses behind the Palestinian Authority’s Largege/Bill and the
Road to Its Sustainability, World Bank, April 2015
13 PEGASE DFS of Recurrent Costs of the PA Budgeplémentation Progress, 31 December 2015 EUREP
1t was not possible for the PA to provide a breata of other non-EU donors’ contributions to the Saaries and pensions
within the time available during this evaluation.
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d) Is the PEGASE DFS CSP funding mechanism sufficientlsimplified and conducive to unified
PA management?

Deloitte and Touche undertook an efficiency revieWPEGASE DFS processes in 26714t found a
thoroughly well-managed system but one that coddnbproved through: automation of processes;
elimination of duplication in verification; and samlining logistics in relation to the communicaso
between EUREP, PA and the associated parties. Mérile recommendations have already been
implemented including: contracting a dedicated IgeAt; automating testing processes; strengthening
physical security for accessing databases; impgoldgistical processes: exchanging data electrépica
instead of using CDs to transfer data between EU&tPthe PA, for example. Monthly verification of
the CSP beneficiaries’ eligibility list is now untkken every 18 months. These two actions in pastic
represent significant efficiencies. However the Nostill considers the CSP payment system to be
cumbersome with a tight period of a few days atehé of each month when databases are aligned to
check the eligibility of employees for CSP paymeriikis process involves a Technical Committee
undertaking a comparison of Human Resource datdisisekept by the General Personnel Council
(GPC) and the MoFP Payroll Directorate. This wobkdimproved if the databases were integrated so
the need for crosschecking would be eliminated.

Although most of the audit processes are undertaketine EU auditors, the MoFP considers that the
Ministry itself does not have sufficient human neses to manage the CSP administration process
efficiently and at the fast pace required and tAésPayroll I.T. system is antiquated (over 10 ygear
old).

Q2

a) Isthe PEGASE DFS mechanism effective?

b) Does it keep the PA and its Civil Servants accounide to deliver the basic services?

Although a key objective of the PEGASE DFS is tppart the PA in its delivery of services to the
Palestinian people, notably in the areas of healflucation and social servicgshere is no direct or
demonstrable link between them and results areas inat been defined. However a more tangible link
between the mechanism and service delivery achientntould be established: 67 per cent of the civil
servants and pensioners who received payments REGBASE DFS during 2014 and 2015 were
working in Health and Education. It could be argtieat donors would be more likely attracted to the
humanitarian, development and accountability dinwerss associated with directly funding teachers,
doctors, nurses and other front line staff ratih@ntgenerically contributing to the PA’s salariesl a
pensions. See Table 3: CSP who received at leaspayment during the year through PEGASE DFS.
However, when the PEGASE DFS was established, then&de the decision to broadly and partially
fund a wide range of civil servants rather thageting specific groups and EUREP considers that thi
creates an environment conducive to policy dialogitk the PA. While the PA stakeholders value the
CSP support, the MoFP and the MoEHE consider thvadilld be more logical for specific groups to be
funded. In addition they consider that this apphoaould allow donor funds to be targeted away from
Gaza, where verification of civil servants’ elidibyji is more difficult to ascertain. Having saidghthe
earmarking of the CSP support has certain techomasequences that would need to be analysed (e.g.
monthly absorption limits).

!5 Review of the DFS Processes, Deloitte and Toudbeember 2016
16 ANNEX | to Financing Agreement DFS to RecurrenpEmditures of the PA, 2014 (Part 1: reference: BEMIA/024-990)—
APPENDIX 17 Component 1: Supporting Palestinian administradiot services, EUREP, 2014
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Table 3: CSP which received at least one paymeamtalthe year through PEGASE DFS

2014 2015
Number

Sector Number* | % * %
Education (Ministry of Education and Higher
Education) 36 963 52.3% | 35885 52.79
Ministry of Health 10 068 14.3% 9719 14.3%
Other Civil Servants 15 356 21.7% 14152 20.8%
Pensioners 8 262 11.7% 8 363 12.39
Total 70649 | 100.0%| 68 119 | 100.0%

Source: PEGASE database

The payment of salaries to civil servants in Gaza tontroversial issue. Around 19 000 civil setyan
and pensioners in Gaza received payments from 8 i@ 201%". All the ministries in Gaza are
operational but are paid by either the PA in Raamabhr the de-facto government in Gaza. Significant
numbers of PA Gaza civil servants in health, edaoand social development are working, but the EU/
EUMS do not know the exact numbers although theyeHzeen requested from the PA. The GPC,
MoFP, and MoEHE confirm that the integration of &astaff is a political rather than a technical
matter. The GPC informed that they estimate thair@apmately 80 per cent of staff could be
technically re-deployed if political will was appgest. The MoEHE noted that changes in payments to
Gaza CS is likely to lead to civil unrest and isexttremely sensitive matter that cannot be resolved
through civil service reform. All PA stakeholdencurred that the ADLC is best placed to addreiss th
issue.

The WB produced a Wage Bill report in 281that found that while the worldwide average wailjeis
around 10 per cent of national Gross Domestic Rio¢lBDP), the PA’s is approximately 17 per cent.
See Table 4: Salaries account for half of PA’s exteres and 83 percent of its revenues. The PA is
currently revising its national accounts estimaiad informally disputédthe comparative countries
(which include Israel) referenced by the WB. The \W#Bommends that the MoFP and GPC develop
policies to contain annual wage increases and Isitafig which it estimates could save around USD 45
million or 3 per cent of GDP.

Overall public debt, including arrears, rose to USB billion/43 per cent of GDP in 2015. Arrears to
the Pension Fund constituted about half of thd totears. The Pension Fund debt is unsustainaiole a
is highly relevant to the CSP, which contributesh® payments of approximately 8,000 PA pensioners
every quartér.

7 Figure provided by MoFP during evaluation
18 Causes behind the Palestinian Authority’s Largey@VRill and the Road to Its Sustainability, Worldrik, April 2015
19 As informed by MoFP during this evaluation
20 Report to the West Bank and Gaza Ad Hoc Liaisomm@itee, IMF, 5 April 2016
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Table 4: Salaries account for half of the PA’s ex@tires and 83 percent of its revenues

Item (USD in millions)
Total net revenues 2312
Gross domestic revenues 852
Tax revenues 597
Non tax revenues 255
Clearance revenues 1690
Recurrent expenditures and net lending3694
Wage expenditure 1919
Non-wage expenditure 1564
Net lending 210
Recurrent balance -1381
Development expenditures 186
Overall balance (before external 1568
support)

Source: Ministry of Finance, 2013, World Bank, 21

‘ c) Does it support the PA’s reform agenda?

The PEGASE DFS CSP funding is not directly tiedttie PA's reform agenda although objectives
defined in the Financing Agreement (FAjptate that the CSP “reinforces the PA’s publicafice
management and public finance reform implementaticikewise, support to VPF anticipates that the
funding will indirectly promote the reform of thedal protection sectdt The EU-PA FA relating
support payment of PA arrears to EJH does not Bpalty mention a linkage to or promotion of a
reform agenda. However the reform of the MoH’s meflepolicy is fully underway and is subject to a
successful highly coordinated and integrated nadtior-PA approach, which includes the EU.

‘ Q5. Is the PEGASE DSF mechanism deemed secure, aofied and transparent by EUMS?
The contributions of the EU have remained stabkr ¢he past few years (See Table 1: PEGASE DFS
EU budget and EUMS donor contributions to suppocoBiponents); however the number of EUMS
donors and their contributions are steadily redyéiom around 17 per cent of contributions to CBP i
2013 down to 6 per cent in 2015 of the overall @88get.

All donors are highly satisfied with the operatiohthe mechanism that offers them the assurance of
strongly administered fund management that is aetlited. The aforementioned Deloitte and Touche
review of DFS processes corroborates this view.tMgisting donors consider that the concept of full
‘Conditionality’ as being contrary to the key oljees of the PEGASE DFS, which are essentially to
support the viability of the ‘Two State Solutiomd as such is essentially political in nature. Ehos
donors who shifted their support from CSP to VPpaf) and from CSP to EJH (Denmark) cite the
overtly humanitarian aspects of this support tont@re politically acceptable to their governments,

21 Causes behind the Palestinian Authority’s LargeyeV@ill and the Road to Its Sustainability, WordkaApril 2015
22 i
Ibid
23 ANNEX | to Financing Agreement DFS to RecurrenpEmditures of the PA, 2014 (Part 1: reference: BEMIA/024-990)—
APPENDIX 271 Component 2: Supporting the Palestinian sociagtmn system, EUREP, 2014
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rather than funding CSP. Denmark ceased suppo@3PB in part due to concern about a lack of
demonstrable results.

3.1.3 Component 2: Vulnerable Palestinian Families

Q.3

a) Is Component 2 VPF efficient, effective, and imgctful?

The PEGASE DFS VPF's key objective is to suppoudaholds living in extreme poverty in the West
Bank and Gaza, eligible to receive cash assistander the Cash Transfer Programme (CTP) operated
by the MoSD. The EU contributes 43% of the ovef@llP budget, benefitting an average 60,000
households out of an overall average of 118,00&¢mids? Around 35 per cent of recipients were in
the West Bank and 65 per cent in GazEUR 40,800,000 and EUR 53,225,000 were allocatadPF

by the EU and EUMS in 2014 and 2015 respectivelyadditional budget injection of EUR 10 million
from the EU was paid in 2015 as a result of theediuly 2014 hostilities in Gaza.

The MoSD considers its relationship with the Elb®“respectful and dignified” and it greatly values
the EU/EUMS contribution to CTP. The Ministry iddigd the key benefits of the DFS PEGASE
support to VPF as contributing towards macroeconatability, supporting resilience within the West
Bank and Gaza and investing in Palestinian humpitata

Eligible applicants are ‘Proxy Means-Tested’ (PM3y) the MoSD using 31 variables of household
welfare. The data relating to over 41,000 CTP Herssfes was updated and corrected in the first hal
of 2015. As a result, the allowances of over 15,00®% beneficiaries decreased (77 per cent in Gaza)
and increased for around 28,000 CTP beneficiaffés der cent in Gazaj. The number of CTP
beneficiaries classified as ‘Poor and Vulnerabhel &oor’ in the CTP database decreased by nearly 4
per cent and 25 per cent respectively.

The PEGASE DFS support to VPF is designed to peopigyments from the EU/EUMS to the MoFP
on a quarterly basis. While payments were regulaing 2015, there were delays during most of 2014
due to a lack of PA fund5primarily due to Israel withholding CR. The EULssl only 3 instalments of
support to VPF during 2014. The payment of sodlalances due in December 2013 was postponed to
January 2014 and there was no contribution thra®@I§BASE for VPF in March 2014 (due to delays in
the availability of EU credits at the start of 2044 a result of the budgetary cycle). Again thampent

of social allowances due in June was postponedJwy12014 due to a lack of PA funds and the final
payment of 2014 by the EU was disbursed in Septenitidés meant there was no PEGASE VPF
payment during the second or last quarters of 20| February 2015. This reinforces the PA’s
crucial dependency on the PEGASE DFS support.

The PEGASE DFS VPF funding, like the CSP fundisgtightly administered, verified and subject to
ex-ante and ex-post audit to international starglaBeneficiaries are paid directly into their bank

24 PEGASE DFS of Recurrent Costs of the PA Budgeplémentation Progress, 31 December 2014 and 20 FEPU

25 PEGASE DFS of Recurrent Costs of the PA Budgeplémentation Progress, 31 December 2015 EUREP

% Track 2 — Sector 3: Social Protection (SP) Pragreport April to June 2015 (2015/Q2), ROF Sociadtéction Sector
Group

2" PEGASE DFS of Recurrent Costs of the PA Budgeplémentation Progress Reports January 2014 to Desref015,
EUREP
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accounts (or over the counter in Gaza) and thisiresstransparency and convenieficdhe WB
concluded that it is “one of the most effectiveiabsafety programmes in the regidii”.

By funding the VPF, the EU also aims to promote réitéonalisation and homogenisation of the CTP.
MoSD has reformed and streamlined the CTP, whichpractice is led by WB and UNICEF
Administrative improvements are still required swhthe finalisation of a Cash Transfers procedure
manual and workload redistribution amongst distlictctorates and branch offices. See Box 1: ‘Socia
Protection NGOs/CSOs Focus Group findings’ whiclghlights some issues about the lack of
understanding on the ground of the CTP criteria asskssment process. The EUREP is piloting a new
modality in Tulkarem, which is anticipated to e#éise CTP workload of social workers enabling them
time to work on non-cash services. They also intemdnake further efforts to explain and raise
awareness of citizens and NGOs/CSOs

The WB has supported the MoSD to introduce a coimislgorocedure for applicants who have been
deemed ineligible for CTP assistance. The lategiréis from an ODI stud$found that although a
grievance mechanism is in place only 40-50 per eeatdealt with. This is mainly due to limited
staffing in the Complaints Unit. There is also eklaf clear guidance on the decision-making role of
regional social protection committees that revieteptial beneficiaries. Feedback mechanisms such as
community scorecards and social audits are nolaicegbut MoSD established 3 Beneficiaries’ councils
as a tool to strengthen the feedback channel.

Box 1: Social Protection NGO/CSO Focus Group inINslpeflects on their communities’
experience of CTP eligibility assessment

This evaluation included a focus group held in Nahlith representatives from nine NGO/CSOs working
the field of social protection, along with represgives of the MoSD Regional Directorate. Theirwse
confirm the MoSD’s own view as well as an ODI stuithat the MoSD at national and regional levels is
perceived to be institutionally weak suffering fromadequate funds and capacity. The Social Protecti
NGO/CSO focus group reported that this lack of capds demonstrated through minimal informatioringe
provided about the CTP at community level, andadogbrkers not understanding CTP criteria, whickythre
often asked to explain by communities.

The MoSD has established Social Protection NetwatKscal leveldo consult with stakeholders in reaching
families eligible for assistandaut the focus group found them to be ineffective tuinsufficient coordination
and communication. This has resulted in some NG8S&perceiving CTP and PEGASE DFS support to VPF
to be inflexible and excluding individuals, part@rty those facing multiple disadvantages. The Elxpact
Evaluation of the CTP in 2013 also found that nehélf of households surveyed about the CTP peeckikie
application process was unfair with regards todang. Since then the National Team on Poverty Reoiu

has developed the concept of multidimensional pggyerlong with the dimensions and indicators of -non
material poverty, but they have not been incorpatanto the assessment model as yet as PECS 26&éded

for that.

28 Financing Agreement, PEGASE: DFS to Recurrent Edjperes of the PA, 2014 (Part 1: reference: ENIZ024-990)
ANNEX | — APPENDIX 271 Component 2: Supporting the Palestinian sociakgt®mn system, EUREP, 2014

29 "Inclusion and resilience: the way forward for isbsafety nets in the Middle East and North Africagions", World Bank,
2012 MENA Report

% Transforming Cash Transfers: Beneficiary and comityuperspectives on the Palestinian National Cashnsfer
Programme, Part 1: The case of Gaza Strip and2Paite case of the West Bank, Overseas Developmstitute (ODI) and
UK Department for International Development (DFIRP12
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Two key reviews of the CTP were undertaken duribg42 UNICEF reviewed the effects of the
programme on children and adolescents, and thé®\Aialysed the effectiveness of the eligibility
assessments undertaken for the CTP in the West &ahk>aza. Three previous studies of the CTP had
been undertaken in 2012 and 2013, including theeafentioned EU impact evaluation; a targeting
assessment study by the WB and comprehensive studies of the CTP from thespaetive of
beneficiaries in the West Bank and Gaza by ODI/DEIDNICEF worked with the MoSD and other
donor stakeholders to produce a joint action plased on these recommendations in March 015
Relevant recommendations are pertinent to the ivgonent of the beneficiary targeting, administration
and tracking the impact of the CTP. Whilst MoSD Inaade progress in implementing a number of
actions, several aspects of the action plan retaagely unfunded and have not been implemented by
the MoSD as yet.

The EU’s impact evaluation of the PEGASE DFS VPPBpsut in 2013 found that while the CTP
enabled most households to bridge the poverty gaferims of affording most, but not all basic
necessities including food, education, housing hedlthcare (which are subsidised through other
programmes for CTP beneficiaries), there was ndemde that households were able to move out of
poverty. However the CTP and EUREP’s VPF contrinutis considered by all stakeholders to be
crucial to supporting basic human rights and digreéhabling the poorest sections of Palestiniarespc

to receive payments used for essential living dosisiding medicine for example.

The CTP alone cannot address the issue of povetie programme only bridges 50 per cent of the
poverty gap. Socio-economic empowerment initiativesed to complement financial support to
households in need and this is being developeddsopthe MoSD's strategic approach for the future
years. To reliably assess whether the CTP hasiboted to poverty alleviation, a longitudinal impac
study would be required. Such a study is currelbéing undertaken by the PCBS. An M&E system is
also required to monitor the CTP, although supffodugh an EU-funded CP was implemented through
TA did not succeed in establishing and piloting @nitoring system for Social Protection in the anéa
disability within the MoSD.

b) Does support to VPF through the CTP contribute & sustained Social Services delivery?

The objectives of the EU in supporting VPF includadirectly promoting the reform of the social
protection sector in line with the sector’s pri@st within the then NDP 2014-2016. Since 2014, the
MoSD has developed a range of legislation and igglicelating to children, the elderly and juvenile
justice. The MoSD Social Development Strategy (20046) acknowledges that the Ministry requires
institutional strengthening and capacity developimiémecognises that at grass roots level senlice®

not been coherent or effectively coordinated. Hemver joined-up approach is demonstrated in part by
the CTP in that beneficiaries are also eligiblerated social protection services including: finealth
insurance, food assistance, and school fee wdieeexample.

3! Effects of the Palestinian National Cash TranBfegramme on Children and Adolescents, UNICEF, /384
32 \West Bank and Gaza Targeting Assessment of the Dasisfer Programme — Phase I, September 2014.
33 West Bank and Gaza Targeting Assessment of thie Qasisfer Programme, The World Bank, June 2012
34 Transforming Cash Transfers: Beneficiary and comityuperspectives on the Palestinian National Casansfer
Programme, Part 1: The case of Gaza Strip and2Paite case of the West Bank. Overseas Developmstitute (ODI) and
UK Department for International Development (DFIRP12
% The Palestinian National Cash Transfer ProgranTine,Way Forward, Draft, UNICEF, March 2015
3% Impact Evaluation of the EU Contribution to thde®tinian Cash Transfer Programme, EU, 2013
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The Ministry’s Social Development Strategy 2014-20&presents a fairly comprehensive strategy but
is constrained by severe shortages of resourcecapakity’. The MoSD national priorities during
2014-2016 included the establishment of a socialice system based on partnership with CSOs as
well as the private sector. The PA only outsourt@$ per cent of its services to NGOs/C&@sd
this, along with delayed payments due to the firdnarisis of the PA, results in a relationship of
misinformation and mistrust between the two parties

The MoSD has established a national database of @000 poor and marginalised families in the
West Bank and Gaza Strip. The database was esgthli® determine and confirm the eligibility of
beneficiaries for CTP payments. The developmetihisfdatabase has been one of the sector’s national
priorities and enables donors to harmonise appesadnd avoid duplication. However regular
periodical statistical and narrative reports basediatabase analysis have not been produced to date
Nonetheless, the results of this indicator demaisstthat the Ministry is on its way to meeting its
priority to coordinate cash and non-cash socidt&sxe.

The development of a Social Security System isrmnt to the CTP. The ultra-poor will not be alde t
afford to join pension schemes or social insuraaateemes and therefore a key component of the system
will be to incorporate the CTP within the systemtérms of moving from aid towards more sustainable
development solutions, the aforementioned studiepgse that a major study be undertaken to assess
options for socio-economic programmes targeting gamilies including special programmes such as
cash for work, job creation, vocational trainingaoiolescents and youth and private sector developme
including self-employment through enterprise ciatilnterestingly, the World Bank public opinion
survey 2013-2014 found that nearly half of respaotsléhought that the most important factors todffe
poverty reduction were economic growth (49 per)cant job creation/employment (42 per cét).

3.1.4 Component 3: East Jerusalem Hospitals

Q.4

a) Is the PEGASE DFS support to the EJH mechanisnefficient and effective in reducing
arrears?

b) Does PEGASE DFS support to EJH promote a sound &H referral policy?

The MoH provides health services to approximatebyrtillion people in the West Bank and Gaza with
49 hospitals in West Bank and 30 in Gaza Strip witbtal of approximately 5,500 beds, 58 per cént o
which are in the West Baffk The Israeli annexation of East Jerusalem hasteesin restricted access
to the city for Palestinians living in the West Beand Gaza even when they need to avail of spstiali
health facilities. This had made maintaining meldseavices in East Jerusalem politically and ségial
imperative for both the PA and the EU/EUMS. 2008 the EU/EUMS began to support the six
Palestinian hospitals (Makased, Augusta Victoria, John, St. Joseph, Red Crescent Society —
Maternity, Princess Basma Hospital for the Disaplad East Jerusalem that provide specialist
oncology, renal care and cardiac surgeries thatrwadoeen available elsewhere in the Palestinian
Territory.

37 MoSD Social Development Strategy (2014-2016), MpBB, January 2014
%8 |bid
3% West Bank and Gaza Opinion Survey, 2013-2014, WB
40 page 10: Technical Brief 1, Rapid Assessment GfitHeServices Capacity In The West Bank, Palestiiaalth Capacity
Project, USAID-Inter-health April 2014 (Referredds the ‘Intra-health PHCP study’)
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Approximately 85 per cent of referrals to the EJe fiom the MoH' with referral costs amounting to
New Israeli Shekels (NIS) 241.7 million in 2014 avi$ 228.8 million in 201% (see Table 5: Cost and
number of referrals to EJH 2014-2105).

Table 5: Cost and number of referrals to EJH 2011@52

Expenditure and Patient Volume 2014 2015

Total expenditure on invoices paid

EJH by MoH NIS 241 774 618 NIS 228 827 732
West Bank | Gaza West Bank| Gaza
26 463 7410 27 150 9579

Total number of patients referred
EJH 33873 36 729

Source: MoH during Evaluation Mission June 2016

This level of referrals has created a co-dependent diaarelationship between the PA and the EJH and
has exacerbated the PA’s financial crisis. Theedsstl arrears came into particularly sharp focus
following the Gaza conflict in 2014. By Septembé12, an estimated 127 per cent of the full year
budget allocation for the health sector had alrebdgn spent, significantly on referrals to Israeli
hospitals. Consequently, the PA was even furthetaded in providing basic health services,
pharmaceuticals and recurrent expendititeés. the end of 2014, accumulative arrears had elexe
USD 250 million. However, due to the financial sapgpof the international community, the MoH
showed resilience through continuing service dejivia all districts. Nevertheless debt continued to
escalate, and in May 2015 the MoH'’s total debt amedito NIS 854 million of which NIS 414 million
were referral debts, and NIS 360 million were anding debts to pharmaceutical and disposable
companie¥ (see Figure 3: Referral costs deductions in 20i¥2915).

Figure 3: Referral costs deductions in 2014 and201

Referral Hospital deductions 2014 and 2015
NIS
» 1,000
= 900
2 800 —
= 700 —
= 600 -
500 —
400 —
300 — w2014
200 H— .
100 -4__ 2015 (estimates)
i East
Israel | West
Jordan Jeer;sal hosp. | Bank Gaza | Egypt| Total
2014 3,477,1 269,644 347,7:#6 219,282 11,579, 6,405,0 858,125
2015 (estimatesy58,638 183,262 239,41’5 193,054 10,254, 3,136,2 629,642

Source: MoH, 2014: Presentation: Referral casdiiesaand challenges, USAID-Intra-health, 15 Debenm2014

4! percentage figure provided by MoH during Evaluafitission June 2016
42 i
Ibid.
“3 project Appraisal Document, Proposed Grant forltHe8ystem Resiliency Strengthening Project, WBa6uary 2015
44 Minutes of LACS Health Sector Working Group megtiii May 2015
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Figure 4 shows that referrals were made predoniinédt per cent) to EJH, accounting for 32 per cent
of MoH costs in 2014, with 33,844 of patients beiaferred in 2014 and 36,747 in 2015 respectiVely
10 per cent of referrals were made to Israeli afgpbut accounted for nearly half of the budget an
third of referrals were made to hospitals withie WWest Bank that accounted for one fifth of thedmid

in 2014°°,

Figure 4: Cost and cases percentages based orecefecations (Jan — Nov 2014)

[ 100.00%
2 80.00%
c 60.00% R
8 40.00%
@ 20.00%
a 0.00% East
Israel as West Bank Egypt Gaza Jordan
Hospitals Jerusfalem Hospitals Hospitals Hospitals Hospitals
Hospitals
® % Total Cases  10.70% 45.80% 35.60% 3.40% 4.30% 0.10%
u % Total Cost 46.50% 32.00% 19.00% 1.00% 1.00% 0.50%

Source: MOH, 2014: Presentation: Referral casdiiesaand challenges, USAID-Intra-health, 15 Debem2014

The EU’s understanding is that the MoH refers pasi¢o the EJH because bed spaces and/or medical
services required are not available/provided byonat hospitals in their localityThe Referrals Policy
priorities are in ranked order as follows: 1: E®INGO/private charitable hospitals in West Ban#l an

3: national hospitals.

The Local Aid Coordination Secretariat (LACS) HbaaBector Working Group (SWG) is addressing the
referrals policy issue in a systematic mafihek technical Referrals Thematic Group was esthbtisin
2014 to focus on coordination and effective comroatidbn among Palestinian Health Sector Providers,
international donors and development partners hadvioH. Effective TA through the USAID-funded
Public Health Capacity Project (PHCP) has been emphted by Intra-health, along with assistance
from the WB through it#Health System Resiliency Strengthening Project (USB million Special
Financing Grant from the Trust Fund for Gaza ared\West Bank). This has resultéd a fundamental
root and branch reform of referrals to Israeli lisdg'®. Results include: a clear referrals policy; fully
automated e-referrals system; clinical and findnealadit systems; contracting policies, terms and
conditions included within MoUs that have been smymwith five Israeli hospitals along with preferred
health providers; and a schedule of inclusionsjusiens and costs of procedures and services have
been produced. Consequently, dramatic efficiencyinga have been achieved amounting to € 25
million (34 per cent of the budget) in 2015. Donansl development partners in this sector includg: E
Italy (lead donor for the health sector among EUYM3enmark, Finland Austria, and UK (hon-focal
sector); USAID-Inter-health; World Health Organisat(WHO) and the WB, along with several other
regional and international donors.

USAID-Intra-health has commenced an efficiency eewof the referrals process to 3 EJH and otffers.
A National Referrals Strategic Plan is being pregaby the MoH towards rationalising and
nationalising all referral services with the suppaf USAID-Intra-health and the WB. Once
implementation of a revised national referrals goknd procedure has commenced it is likely togorin

5 Figures provided by MOH during PEGASE Evaluatiois$ibn.
46 presentation: Referral cases realities and aigdle USAID-Intra-health, 15 December 2014
47 Minutes of LACS Health Sector Working Group megti80 June 2014
48 LACS, Health Sector Working Group, Referral Them&@roup Update, MOH, 17 February 2016,
4° PMOH Hospital Referrals Section, Draft Report, FHOSAID-Inter-health, June 2016
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a sustainable solution to the arrears issue thrmgtiutionalising and strengthening the MoH'sereél
policy, planning process, and associated systemspascedures, including building on the financial
management and auditing established by EUREP a®ptre PEGASE DFS mechanism. The cost of
referrals depends mostly on the payment system 0$edPA should shift to a case-based, prospective,
payment system based on predefined tariffs. Whenicing list has been applied for the contracted
Israeli hospitals dramatic savings have been aelieVhis is not yet used for referrals to Paleatini
hospital providers. For EJH, a price list derivedni the Israeli one is applied, but the MoH might
further reduce the financial risk inherent to redés establishing a “national” payment system for
external hospital service providers. The issue @freditation, contracting out and equitable and
efficient payment system for external providers bagn included in the health component of the
Sustainable Service Provision Pillar fiche of thé jBint response.

¢) Has PEGASE DFS support to EJH contributed to improwng the level and quality of services
by EJH and does it promote the sustainability of EBI?

The levels of arrears/costs of referrals to EJH gqunality or efficiency of EJH are not addressedhia
ROF Sector Fiche and linkages between the PEGASE & the ROF in relation to EJH are absent.
Anecdotal evidence gathered from the MoH and dombnsng the PEGASE Evaluation Mission
described improvements in the quality of EJH meddisarvices against international standards.
However, stakeholders observe that the supportkb &d current referral priorities may have had the
indirect effect of diverting focus away from incsggg the efficiency and quality of government
hospitals, although this issue has not been spaltifiaddressed as part of recent studies. The PHCP
data does show however that there is strong cgpadcWest Bank hospitals to take on more referirals
the high volume and high cost categories. Althoogire detailed information is needed to pinpoint
which medical procedures and practices could beniakken within the PA system and the opportunities
for reducing costs.

Taking these factors into account, a more pertimgrastion may bewhat has been the impact of
referrals to EJH on the capacity and quality of idagal hospitals in the West Bank and GaZa®e
aforementioned Intra-health PHCP study found tleat dccupancy is generally high in the Palestinian
territories, but even with occupancy rates of 7BQ@qer cent, even higher occupancy rates areylikel
be possible through more efficient management dfdpaces and referral practices. Furthermore it was
concluded that there has been an uneven expangisendces since 2012 in the key clinical areas
subject to referral interventions, resulting inigpdrity between the number of beds and specialists
haematology, for example, there had been an inen@aleds from 5 to 45, whereas the growth in the
number of specialists available only increased f@to 13. This and other similar trends in relation
other medical specialisations highlighted the abserf efficient workforce planning required to aeisk
capacity issues within national hospitals as phé strategy to reduce the need for referrals &phals
outside of patients’ localities.

Whilst it is apparent that the need to build thpagty of government hospitals remains, few Eurapea
donors are involved in the sector. According to Kealth sector donors, including Italy, whilst sapp
to the health referral review is an example ofeffdctiveness,, there is still insufficient budgapport
and no strategic sector-wide approath

0 ROF Reporting on Health Sector Fiche, Health SeBtoup, 27 November 2015
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1.6. 3.2 Pilot Results Oriented Framework

‘ Q.1: Is the Pilot ROF relevant, appropriate and wdldesigned, in relation to its set goals?
The ROF principles represent a relevant and apjatepmitiative in relation to its general goals as
spelled out in the MoU. The design of the Pilotgstainstitutional setting and the rooting of the
indicators within the six “sectors” focused on kagas deemed to be of priority relevance for diatog
by and with the community of donors. However thsigie did not necessarily match the PNDP 2014-16
priorities, including its M&E KPIs and the PNDP grities were not clearly reflected in the Pilot ROF
This is because the constraints faced during ts@gdeof the ROF included the PNDP indicators not
being realistic and implemented by the PA, and &EMystem not being in place so in that context the
ROF was developed in a vacuum. The sectors thatalid plans and indicators (such as the MoH and
MoEHE) agreed on the ROF indicators although th#idenot always fully match the sectors’ key
priorities and indicators as set in their plans.

Ownership of the ROF process

(a) Involvement of PA counterpartShe process by which the key PA Line Ministriesl aagencies
which are counterparts in the 2 pillars (Educatibealth, Social Development, MOEHE, SAACB,
GPC, MoPAD and its M&E/GD) were involved in the emstanding of the ROF objectives, its design,
and the selection of sectors, priorities and indicg was not anchored to their own priorities he t
PNDP 2014-16. It rather resulted from the (intef8dMS) six sectors fiches for which the ownership
by the counterparts was not clearly and formaltatldshed. This approach led to LMs and Agencies
being reactive to proposals submitted to them ratien being the initiators of proposals for piies
and targets that were in line with their own appebgector plans.

(b) Selection of sectors and prioritieStakeholders during this Evaluation Mission infied that the
selection of priorities and indicators was a precef negotiation between, on the one hand, donors
(EUMS and others on the basis of Division of Lahouho wanted to see results in specific reform
areas, and on the other hand, the PA (coordinatdeMO) who wanted to safeguard the support of the
community of donors and have only one system oéntexg for policy dialogue. It is observed by the
mission and recognised by EUREP that during th phase such a process could not successfully be
anchored to national sector priorities spellediouhe PNDP 2014-16 and its M&E indicators. These
elements were not sufficiently advanced and impheete by the PA at the stage of the ROF
development. It is also recognised by sector pestileat instead of ‘negotiations’ of priorities and
indicators, technical sector reviews supported bgta specialists would have provided a better
approach. Such reviews would have likely contridute the joint efforts to design indicators
representative of the PA sectors priorities, astléar those sectors, which had robust sector phals
M&E systems, such as Education and Health.

(c) Ownership of two key reforms (PFM and PAR)e six sector fiches were not completely owngd b
the PA/LMs. They remained internal to EUMS and edras a basis for identifying areas in which
progress was required; some of the key reforms daasesuch in the ROF (PFM, PAR) did not even
officially exist, although they were valuable iatiives by themselves under those areas and couéd ha
led progressively to a real Reform Programme. Hawev seemed difficult to build policy dialogue on
reforms that were not officially approved by the ititutionalised, and budgeted by the respective
line ministries and agencies. This also explaing thiere were little results in those areas.

In the case of the PFM reform, there are two diffiérquestions: (a) whether the PA found it jugtifie
and appropriate to embark on a holistic PFM refprogramme. This question is suggested by the lack
of technical reactions of the General Directoratethe MoFP to the PFM ‘reform’ document proposed
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in the report of the TA mission that was fundediy EUREP, upon request of the MoFP. (This matter
is further discussed in the analysis of the PFM; @®)the other question is the selection of theRED
principal counterpart to coordinate the PFM ‘Refowithin the MoFP. Is this choice appropriate? The
DGIRP can indeed play the role of coordinating fbemal institutional relations of MoFP with
international organisations, as it is organised esuipped for. However it cannot replace the neagss
technical involvement of the main General Diredeseof the MoFP to such an important reform, nor
the necessary political leadership of the Minisésrproof of ownership.

It is also important to note that the reform itgulfist be articulated and approved by the Cabinidt &vi
steering committee involving the MoFP but also ptkey Ministries. If such an institutional settiigy

not secured, there is little chance that a PFMrnefthat is not even agreed upon would take place.
Finally, progress in the two priorities set for PiiMthe ROF do not necessarily request or deperal on
fully-fledged PFM reform programme, at least aststiage of the development of the PA.

Q.2

a) Did the Pilot ROF meet the goals of structuringhe policy dialogue between EU and PA on th
PNDP 2014-167?

11

b) Are the indicators and targets well designed an@MART?

The selection of indicators in the ROF is a mix of:

i) Results oriented: for example indicators selected in Piafor Health are mostly results
oriented; but it is not clear which Health Policyigpities they express; the ROF does not
establish a clear link between the Health Policssped and the results oriented indicators that
are selected. Therefore the results can be moditarel analysed as such, but this is not
sufficient to inform and discuss the Health Policy;

ii) Policy oriented: The example of Education whereby a Ppraged Policy and Sector plan
(2014-19) does exist with clear priorities and pamgmes that are established following the
programme budgeting process. Two out of the thnelcators that are selected in the ROF
(Curriculum and Institutional MoEHE restructuringdhich are supposed to express the sector’s
Policy Priorities and Reforms, do not really sumiseuthe latter. Education policy priorities
like Early Childhood Development (ECD) and Techhi¢acational Education and Training
(TVET) are not captured in the ROF although they aitical priorities for the MOEHE and its
development partners for the upcoming medium tezrod;

This does not mean that the indicators selectedrr@ievant, but their formulation and their timefne

are not consistent with the scope and timing of Ri&F. For example, a Curriculum reform is not a
policy by itself. The policy should spell out thejectives of the Curriculum Reform. A Curriculum
Reform is a long term process -8 years at leasichwiias a number of critical implications and chesg
not only on the content of the curricula, but alsothe textbooks, the syllabus, the teaching nedteri
and methods, teacher training, evaluation and exatos Besides, it encompasses important societal
and philosophical changes that require thorouglomait consultations. Therefore the selection o$ thi
indicator is not necessarily appropriate for shtm targeting as set in the ROF (9 months).
International experience in developing countriesveh that the development of a curriculum reform
framework requires more time, extensive consultati@nd a budgeted action plan including relevant
technical assistance.

The indicator related to the Management ReformhefMoEHE also poses questions, as it is not well
defined in its content and the wide consultatiegjtimately required as milestone, is again incstesit
with the short timeframe of the ROF. In additiome tequested approval by the Cabinet requires prior
approval from the GPC and MoFP in relation to theffing and costs implications, and therefore
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requires more time for ensuring its consistencylie Public Administration rules and regulationd a
also with the budget. The extent to which this fitjois one of the most important and urgent fog th
sector is also questionable. The pressure thatduoilput by the PMO on the LMs to reach the ROF
targets in relation to these two criteria by en®015 could even be counterproductive in termdef t
quality of the results.

iii) Reforms (process) oriented: The ROF uses terminology qgadi number of reforms, however
there is no definition of what is a ‘policy’ and athis a ‘reform’, and also the conditions that
are needed to design and implement a reform, iimgdutthe institutional setting. For example,
the ROF quotes the PAR, Civil Service Reform, PF&fdRM, as well as Curriculum Reform,
Management Reform, etc. As mentioned earlier, sofrteese are not officially supported by
national reform programme documents or properlgtdisthed; others are part of sector plans,
sector policies, and national priorities. Seversé aot formulated, costed, budgeted, or
programmed as yet. Therefore, the consideratiotn@imonitoring of unofficially established
reforms through the ROF is not technically relevafthether the ROF could be used as an
instrument to negotiate the establishment of refomith the PA is a different question that
could be part of the policy dialogue.

iv) Political issue: For example, the reunification of Gaza &vest Bank Civil Service. This
criterion is placed under PAR reform, althoughsitniot an element of Public Administration
Reform, but rather a political issue that is beytrelcontrol of the administration.

In summary, the indicators include short teesults, policy elements (with no progressive targets and
milestones over medium term period as it shouldheecase for policiesyeforms (which are more
complex medium and long term programmes and presdbsit need to be owned and committed to by
the national authorities, LMs and Agencies, aditical issuesthat are beyond the control of ROF
counterparts. With this mix of focus, several ifgeuntors question the effectiveness of the ROF as
instrument for policy dialogue.

The targets in the form that they have been sBilot ROF 2015 for reforms (PFM, PAR, Curriculum)
are reported as not having been met. From thisibfiss point of view, this is mainly because these
indicators and targets are not SMART for thesedlamas. However, substantive progress has been
achieved in some areas (like Curriculum having temreloped and implemented for grades 1 to 4) but
not captured through these indicators. Reformutatibsome of the indicators would provide a better
fit, capture the real progress achieved and reseghie achievements of the sectors. .

Several targets, principally those related to mafgrocesses, are not realistic in terms of timing.
International practice shows that such reforms needye thoroughly prepared, involving all key
stakeholders and internal structures of LMs, theidamentals discussed and fully owned by the éutur
implementers and the LMs to which they apply.

The scope and thoroughness of policy dialoguedbiald take place during the period of the pilot ROF
were experimental. They were constrained by a numdfefactors. Policy dialogue was not
systematically organised, structured and suppdgelnically. Another important limitation is thewo
level of representation for Line Ministries and Agis at the HLPD meetings, particularly when
discussing policy priorities and reforms. Howewveojwithstanding those limitations, a process was
started both at sector level and national levehwite PMO. Building on this, it can be improved
provided that it focuses on commonly agreed kewsaand is well informed through solid technical
support accompanying the future ROF.
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Q.3

Was the Pilot ROF effective? Were the indicators ah targets properly and jointly reported,
analysed and used for policy dialogue?

Joint reporting:the Sectors’ Leads and the EUREP have mainlyHedeporting system. It has built on
internal and external inputs, notably reviews by WB and the IMF as well as other relevant reports
such as on World Bank (PRDP) Trust Fund Quarterbgfess and contributions to Ad Hoc Liaison
Committee (AHLC) meetings. Annex 2 of the MoU clgastates that the report on the monitoring of
the ROF, once established, would then be shardd twt PA. This process is different from a joint
reporting system. Several issues are noted. Tteeipreeporting setup is not inclusive enough oftAe
counterparts at sector and global level during gheparation of the reports. The use of inputs for
reporting on the ROF is not well defined. Inputsedifor reporting, whether internal or external,idtdo
have a status and be agreed upon by the PA. Thentaof internal reports for monitoring indicators
and targets are specified without sufficient priecisn many cases.

The technical consolidation of the sector quarteglyorts and their contribution to the biannual BLP

is also an important piece of work to be jointlymaged by the EUREP and the PA/PMO, although the
EUREP was defined as responsible for the AnnualoRefdhe quarterly reports focused on the
assessment of the level of achievement of targetsdch indicator. However, the analysis of releean
of indicators and targets during their experimeatabn the ground in specific sectors and propdsals
their improvement has not been part of the piloicpss. They were also not a topic for review irheac
bi-annual HLPD meeting. The reasons for non-peréoroe or achievements were not analysed/reported
although this would have been expected for quarteports, and, therefore, no informed adjustmént o
indicators or targets was envisaged during thet pitocess. So far there have been only two HLPD
meetings; the first one was at the very start efgfocess and it focused on the launching of thegss.
The second one —in February 2016- was substantigeitadrew lessons from the 2015 experience to
take into account during the 2016 ROF.

In terms of results of the Pilot ROF, out of 24igadors, 10 were considered as met (of which 7rare
Pillar 2 related to service delivery), 10 othersuamet (of which 7 are in Pillar 1 related to Refig),
and 4 as uncertain/not conclusive. The measurenfersults for each sector and priority is reported
through ‘smileys’. Several interlocutors, includisgctor leads and counterparts question this chda@e
assess whether targets are met or not, smileysoamifficiently accurate as a method of measurémen
When targets are not met, a sad face is found rubfaisome lead sector partners, as well as
counterparts- towards positive efforts that arelaegm in the right direction; a neutral face is not
necessarily meaningful of the status of the resnlt a smiling face does not enough inform on the
extent to which the target is achieved. Altogetlibe system of ‘smileys’ reflects the weak
measurability/measurement of the indicators. Intaafd there is little joint reporting and joint allysis

of the causes of unachieved targets towards wieictediating actions could be taken.

As spelled out in the ROF MoU (Article 1.4) “thevitisociety is involved in the design and the ygarl
monitoring”. Annex 2 of the MoU indicates that catiation with Civil Society (on the overall ROF)
will be organised regularly, and at least once aryélthough the MoU does not further specify the
scope, content and modalities of such consultattenrationale behind it is to involve Civil Sogiéh

the Policy Dialogue between development partnedsthe PA on the areas covered by the ROF and in
the design and the yearly monitoring of the ROF.

Consultations with Civil Society are said by EUREPhave taken place at sector level. There is no
evidence that such consultations took place spadifion ROF priorities and indicators and no resul
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of such consultations are reported in the ROF dmepart. The annual meeting with CS foreseen @ th
MoU, specifically on the six sectors covered by R@F, was not yet held by June 2016. Dialogue with
Civil Society at sector level -which is part ofletholders’ consultations independently from the ROF
is a positive step as it involves Civil Societytle discussion of the sector policies and plansvéver,
such dialogue is not evidenced at this stage fstttors covered by the PEGASE DFS and the ROF,
as evidenced through the focus group undertakethéyEvaluation Mission including the exchange
with counterparts. When developed, it could celyaiocontribute progressively to the informed
participation of the CS to the HLPD. At this staewever the involvement of Civil Society
representatives in the overall design and monigoahthe ROF, as specified in the MoU, has not yet
been achieved.

Despite the above-mentioned limitations, and in absence of national M&E in place, the PMO
considers the pilot ROF to be a positive startmgjrument to monitor key areas of policy prioritéesd
reforms and to commence policy dialogue with thenewnity of development partners using a
common framework. As the latter corresponds totwreeobjectives of the pilot ROF, we can observe,
from the PMO appreciation, that the process itsethe pilot ROF is globally effective. However gth
selection of indicators was inconsistent with theizon of policies and reforms that they monitoaed
their targets inconsistent with realistic milestene

Q4

Is the Pilot ROF sustainable i.e. can it generate/elve towards a PA framework for M&E of the
PNPA and guide joint policy dialogue with DPs (coristent with DPs reporting requirements)?

As it is now, in its pilot phase 2015 the ROF regsia number of adjustments and improvements to
evolve towards the future ROF as a practical imsént that will guide joint policy dialogue between
the PA and the DPs on the PNPA 2017-22 during pleeming six year period. Three elements need to
be considered to figure out those improvementghé)lessons learned, pointed out by the 2015 &nnua
report; (ii) the specifications of the future ROB well as the articulations between the different
components that the future ROF would need to irmatte (see Figure 1 presented in section 5); and
(i) the new institutionalisation of the PA and the nemtities that will be in charge of the national
M&E and management of the ROF.
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See Annex 4 for the questions answered/findingthefevaluation of the CP. Table 6: Overview of
results of evaluation of CP demonstrates that théesements of the CP have been mixed and further

support is required.

Table 6: Overview of results of evaluation of CP

Complementary Programmes

Complementar'| Result of (a) Sufficient | (b) Sufficient c) Donor’s What else is needed
Programmes mission’s | contribution to increased support ensure impact and
and evaluation of fiscal capacity of PA| complementary sustainability?

Beneficiaries CP consolidation | stakeholders?| & met needs of
& PAR? PA?
Institutional Yes but neet | Yes but need Further consolidation ¢
Strengthening Positive Yes further further support | results achieved and
SAACB, MoFP assistance strengthened internal
audit in MoFP & in LMs
PFM Insufficient No No Issue of PA Dialogue with PA
ownership; Leadership to agree on a
MoFP relevance and | PFM improvement
complementarit | priorities owned and
y to be driven by MoFP.
improved.
Tax payel Insufficient No No No Timely implementatior
awareness of awareness campaigns
driven by MoF. Support
Directorate of required for MoF key
Customs and priorities: to update
Tax, MoFP legislation and
modernise on-line tax
registration and payment
system, but overriding
issue is resolution of CR|.
Civil Service Positive No Yes but need Room for Further support for
Reform complement | improvement consolidation of CS
Reform, and its
GPC implementation. Further
development of PAR
programme to be agreed
upon.
Capacity Positive NA Yes but need Insufficient. Support to PCBS to
building complement | Support to develop the National
Statistical Plan. | Statistics Strategy 2017
PCBS 22, for building national
M&E and for
participating in policy
dialogue in future ROF.
Overall 3 Positive 1Yes 3 Yes 1Yes See Section 6
appreciation for 2 3 Insufficient | 2 Insufficient | 1 No Conclusions below for
the 5 CP Insufficient 3 Insufficient possible common

features for future CPs.
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3.4 Global Effectiveness and Impact

Q.1

Is the overall setting conducive to a European JotrStrategy (EJS) to support the PNPA 2017-227

In principle, yes, however there are three chabbsngirst there is a need during the remainingopenf
development of the future ROF to closely bridge ¢fa@ between the pilot ROF process (2015 and
2016) and the EJS process to ensure that the 2gs@eg are converging into one instrument. The gecon
challenge lies in the EUMS joint flexibility to adjt to the NPA political and sectorial prioriti€MVO
indicated to the mission that donors had agreed\fd& matrix with only minor wording adjustments
were proposed. The third challenge is related ® dhailability on time of the NPA and its M&E
indicators which, in the context of the recent meguring of the national planning process, might
require more time than foreseen. In that case ghirlbe necessary to adopt during 2017 a transltiona
ROF.

In order to give flesh to the ROF, the future ROF kave to be articulated to funding contributioofs
partners to sector programs and reforms priorthas are selected in the ROF, independently froen th
PEGASE DFS funding mechanism.

Q.2

Is the setting conducive to an EUMS joint programmig approach, aligned to PNPA 2017-22?

For now the pilot ROF is not clearly linked to betigcommitments aligned with PA priorities.
Programming periods of partners are different antdsynchronised. The EUMS joint programming
approach will certainly provide a very importantsjiive step towards coordinated support to national
and sectorial priorities and increase the commitroémlevelopment partners and counterparts to agree
upon priorities and targets when they are linketutaling contributions. However this requires sgon
planning, budgeting and monitoring capacities aratg@sses at national levels as well as at sectorial
levels. Building such institutional capacities, ggeses and associated tools is a critical parhef t
support process that the development partners toesdcure for the building of the Palestinian state
This will also require coordination with non-EUM&rmers. Such a process is a long-term process and
requires at least one planning period of six y&afse put in place and implemented.

Q.3

Is the setting conductive to donor aid effectivene®

The objectives and targets set for reforms in Bakesnust be progressive, realistic and feasiblgé
context of a state building process. It is notgpzdily nor technically realistic to request froral€stine

to undertake simultaneously a whole set of difficaforms (that are not achieved, and sometimes not
even started, in a number of developing counthiasttave been independent for several decadesi, whe
at this stage, crucial political priorities are et secured in Palestine. The MoFP believes tiffareint
mechanisms and prerequisite conditions with lack dofhor coordination confuse the PA in
implementing each donor’s different requirementsrdgressive approach must be adopted. This is a
basic assumption for promoting donor aid effectasmn

The whole setting of EUMS Joint Programming ApphodelS and the consolidation of the joint Policy

Dialogue instruments such as the future ROF anduitsling instruments are valuable converging
efforts towards improving aid effectiveness to whilbe PA is highly committed.
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4 Visibility
4.1 PEGASE Direct Financial Support

The PEGASE DFS programmes have been establishewdomine years. It was clear from interviews

with donors during the PEGASE Evaluation Missioatthll donors were aware of PEGASE and its
three components. The EUMS had a higher level dremess than other donors since this funding
mechanism channels funds from EUMS. Nine EUMS stppdoDFS during 2014 and 2015: Austria,

Finland, Ireland, Italy, Luxembourg, NetherlandgrtBgal, Spain, and Sweden and 18 EUMS have
contributed since its inception in 2008. These toes have helped build the brand that is PEGASE.
However, the Evaluation Mission found that someaisrwhich had not contributed to PEGASE did

not know the options for contributing to PEGASE #imak there is a choice of approach:

The EUREP prepares quarterly reports ‘Covering Ddaund Contributions in the Period...” which
summarise donor contributions and have annexedrtblatde a Timetable of Agreements signed with
donors, and the PEGASE DFS Implementation Progegsst. The monthly report is distributed to key
stakeholders. It provides brief information abciwt three PEGASE DFS components and objectives
and provides a breakdown of payments made by eambrdn summary form from 2008-2013 and for
2014 and 2015. It also gives an estimate of thebmuraf beneficiaries and payments made to date. It

a two-sided document that is clear and easy torstaiel.

The EUREP website contains a proliferation of infation about PEGASE including a brochure from
2013 prepared by the EU External Action ServiceABE Whilst there is no shortage of information,
much of it is out of date, for example: ‘PEGASE:Ipieg to Build a Palestinian State’ dates back to
2009 and does not reflect the focus of PEGASE now.

An informal PEGASE DFS group meets regularly tocdss operational issues relating to the
mechanism. Awareness about PEGASE DFS has alsorbised and reinforced since 2013 with the
increased coordination undertaken by EUREP inicgldb the JPA, the development of the EJS and the
intensive involvement of both the donors and theiRAhe Pilot ROF in 2015. Aspects of the ROF,
particularly in relation to the Social ProtectiomdaHealth Sector Fiche are pertinent to VPF and EJH
respectively. In addition the Public AdministratiReform Sector Fiche also includes a focus on the
integration of civil servants in Gaza, which retate the CSP. The EUREPSs coordination of Heads of
Cooperation meetings; attendance of LACS SectorkingrGroups and the ADLC all contribute to
keeping PEGASE DFS in the eye of the donors asagdihe PA.

The benefits that PEGASE DFS brings to the PA aal@d®inian citizens are less well known. For
example, nearly half of all civil servants thateie (partial) payment of their salary from CSP are
teachers and medical staff (albeit a 10 per centribwition). The support to VPF is helping families
send their children to school. The EJH are achg\viternational standards providing life-saving
specialist care to children and the elderly, ambogsers. The PEGASE Evaluation Mission was not
aware of any efforts to bring a ‘human face’ to tiechanism through case studies for example.

The MoFP informed that all staff members are gdhyeasvare that the EU/EUMS support CSP and the
EU is recognised as a reliable donor. The main amedibout the CSP is word of mouth according to
the Ministry. Print materials in banks and telesisiadvertising about CSP payments have also raised
the awareness of Palestinian citizens about EUstippthe PA.
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During a Focus Group meeting (held at the suggesifoEUREP) in Nablus with representatives of
CSOs, awareness about the PEGASE DFS support towziEPlow. However awareness about the
criteria for entitlement to the CTP in general vedso very limited. The perception of the support to
VPF was that the CTP did not pay enough and migsesk facing multiple disadvantages. The MoSD
in Nablus confirmed that they had little knowledd®ut how the CTP mechanism worked. There were
no written materials that explained the CTP or Hi#'s role and level of support provided to the
mechanism. However, UNICEF worked with the MoSD attier donor stakeholders to produce a joint
action plan in March 2015 based on the amalgamaticecommendations of five studies seeking to
improve the CTP. This plan includes a comprehensive communicat@rs PR Plan to increase the
visibility of the CTP and related services among different community segments.

It is concluded by the PEGASE DFS Evaluation thigip®rt to EJH is the least well-known of the three
components of the mechanism. The mechanism pagtaading invoices owed by the MoH through
the MoFP to those hospitals: it is a back-offiaediiect form of support. Some donors were also
unaware of this support although several key dosopport the sector. However, those donors who are
aware of the support to EJH credit the EU/EUMS wikiing those hospitals from closure in 2013.

4.2 Pilot Results Orientated Framework

The pilot ROF is well known by the EUMS who contrib directly to leading sectors and prepare the
quarterly reports, and by the PA counterparts wealin the respective sectors, particularly thoke w
participate at regular meetings. However, it is mecessarily well known by the institutions insttie
LMs, other than those who participate in the reweihis is the case for internal directorates i th
MoFP other that the Directorate General of Inteamati Relations and Projects (DGIRP). The PCBS is
not involved and therefore not well aware of theFlR@ few EUMS reported that even though they are
well aware of the Pilot ROF they do not know to @bhiextent it informs policy dialogue. As also
mentioned earlier, the level of awareness of tha ROF among Civil Society is rather weak.

4.3 Complementary Programmes

The CP are legally required to address and reportammunication and visibility to meet the legal
obligations of the EU when funding external actidhis requirement is included in the FA and other
contractual documents, for example the FA requinescontractor to publish details of the contratt o
its website and to inform the EU accordingly. THe Bception Reports (e.g. SAACH confirmed this
obligation as specified within the EU Communicatiamd Visibility Manual for EU External Action
concerning acknowledgement of EU financing of thejgrt>® The Communication and Visibility
Manual is used to establish the CP’s Communicadiuh Visibility Plan. The EU visibility procedures
were observed in the support to GPC and to PCBStla@dPEGASE Evaluation consultant team
witnessed this type of branding while on-site imesal PA offices.

1 The Palestinian National Cash Transfer ProgranTine,Way Forward, Draft, UNICEF, March 2015
%2 Draft Inception report, Phase Il Institutionaltgthening of the State Audit and Administrativen@ol Bureau, BDO-LLP,
December 2014
%3 http://ec.europa.eu/europeaid/work/visibility/xd en.htm
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5 Overall Assessment

5.1 Lessons Learned

5.1.1 PEGASE Direct Funding Support

The PEGASE Evaluation Mission recognises that geese the DFS mechanism is of a political nature
geared towards the Two-State Solution and thathttee DFS components have provided predictable,
reliable and unconditional contributions to the RtAhas enabled the PA to maintain and manage its
administration and build capacity despite the w@itical political situation imposed by the occupat
and the restrictions from Israel. The PA/PMO apjattecthis support and call for its continuatiorthe
same spirit, together with policy dialogue on PAopties through the ROF process. However, the
evaluation of the EU’s Cooperation with the occdpiealestinian territory over the said period
concluded:

“The current Cooperation design and its implemémamodalities have reached their probable

limits in terms of the EU’s political objectived.dontinued in present form, the Cooperation is

unsustainable and counterproductive to EU normatiiresiples”>*

There are some elements within PEGASE DFS thatdvibalbetter addressed through policy dialogue,
such as the progression of the wage bill and thiéqad issue of the reintegration of civil servardand
pensioners in Gaza. In terms of administrationeriain cases the PA administration is left wittghtt
timescale when changes are requested and not eflexiility of procedure is found from EUREP.

No stakeholders recommended a move to conditignddibwever, some of the EUMS have suggested
that a mechanism such as PEGASE DFS could be restdts-oriented and promote PA governance
and service based reforms and this should be athigwrough the future ROF. This potential move to
results orientation is considered by the MoFP talstep towards conditionality, which they note has
been concluded by the consulting team to be cgntcamotivating the PA and the overall objective of
the Two-State solution.

A question to be posed for the future of the EU RBE& DFS support may b&Vhat should be the
objectives of EU support to the occupied Palestirterritory now and what modality/ies is(are) most
suited to supporting these objectivel?e realities of the PA’s ongoing dire financidlation due to
Israeli restrictions have to be central to theskbdetions: the PA is reliant on substantial rexen
support from the EU/EUMS and this context has ra@nged. The PA is also clear that it does not
support any move towards conditionality. The futofePEGASE DFS should be subject to specific
dialogue between the EU, EUMS and the PA throughR®F, EJP, and the AHLC and other high level
political discussions.

A move towards a development route-map is a cotoresprinciple that should be explored in relation
to the future EU/EUMS support, through sustaindislancing, institutional strengthening and capacity
development, as well as direct support to servedery. This may mean that overall levels of suppo
would need to increase during the transition, fogdboth aid and development. For example, by
directly supporting the MoSD to plan and establisimprehensive social protection services and a

% Final Report, Evaluation of the European Unionso@eration with the occupied Palestinian territand support to the
Palestinian people Development and Cooperationgai, July 2014
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social security system; and the MoH to strengthiemational hospitals within occupied Palestinian
territories. Although the MoFP points out that #ie is to achieve a gradual decrease in direchéiad
support in line with PA plans and strategies, lohke the achievement of sustainable fiscal policy.

5.1.2 Pilot ROF to inform the Future ROF

Lessons learned drawn from the pilot ROF annuaintépclude:

0] Ownership & Aid Effectiveness: a prerequisite foe ROF is that it should be anchored in
the NPA. The Future ROF should be aligned withptherities defined in the NPA 2017-22

(i) Harmonisation: an efficient clarification of thevidion of responsibilities between the
different stakeholders should be sought, wherel®y BA should lead the process of
monitoring, evaluation and reporting of the ROFe(ttew M&E in the Cabinet Secretariat
General is a key stakeholder)

(i) Timing of reporting should be every six months aotlquarterly

(iv) Consistency, pragmatism and realism: ROF shouldisfaan issues where progress can
actually be achieved

v) Consultation with Civil Society should preferably systematic.

In addition to the above, it should be noted thatKoU for ROF 2015 states that an annual asse$smen
of the civil society (and private sector) involvamhde made once a year as part of the monitoring
system of the ROF. This did not happen duringpifet and to date there is no report describing how
civil society and the private sector were involvatthough it is understood that the MoFP generally
involves civil society in budget preparation, presary notes and private sector arrears, etc. Afso,
annual report does not mention if there has bgeeess of critical review of the indicators andcehh
changes were foreseen. The pilot phase was exteéod#ill 6 to allow more time for proper evaluation,
as the 9-month period was not deemed sufficienafgqreciation. The 2016 extension was about to be
signed by mid-June 2016, and was therefore beyumddope of the evaluation mission.

The EJS is a result of the EUREP’s JPA with EUM®jch is an integrated framework to design,
implement and monitor EU and EUMS financial suppgorthe PA, in response to the PA’'s PNPA and
designed in partnership. The Future ROF would beodcomponent to inform and monitor the EJS.
The EJS, including the Future ROF, aims to coineiith the commencement of the PNPA in 2017.
The scenario ‘If the PNPA is not in place by 200l be considered in relation to how the FuturelRRO
could be then used and adjusted in these circugestan

The lessons learned and this evaluation’s recomatemd will inform the way forward for the Future
ROF, with options to be considered by the EU amdRA. The ideal scenario would be for the Future
ROF to be based on PNPA priorities, fully integdatéithin the PNPA, owned by the PA, and adapted
for policy dialogue with donors. The question ofahto transition from the Pilot ROF to the Future
ROF in the context of the PNPA and its sector pkams how the PEGASE DFS components and ROF
processes could be more integrated and aligneddahessed in Section 3.2, along with consideration
that EUMS and PNPA planning, monitoring and evatuasystems aim to be aligned if not integrated.
However, the PA faces a range of challenges thatwtly prevent it from achieving these optimal
planning arrangements and performance managemetiieFmore, the MoFP considers that this means
that ROF should not link to PEGASE DFS if it meansove to conditionality.
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5.1.3 Complementary Programmes

Previous lessons learned from Phase | of the CPostufp SAACB included: training needed to more
intensive, specialised and targeted on technigeas with a longer duration; and Internationalezigp
need to be fully briefed on the Palestinian confaor to in-country trainings> SAACB cited the
following factors as being key contributors to thehievement of demonstrable results: being in the
‘driving seat’, commencing with the identificatiaf their own priorities which in turn informed the
focus of the CP; as well as a flexible ToR. Frore BUREP perspective, the commitment of the
beneficiary in actively managing the TA support lagsb been crucial. Appropriate TA in terms of Arab
language skills and experience in the region wss @hlued highly by SAACB. The establishment of a
long-term relationship between the SAACB and theASNand the Malaysian government is an
example of how targeted study-tours can result uocessfully brokered independent, sustainable
institutional benefits.

Donors perceive a lack of ownership of the PFM Raf&trategy but the MoFP does not confirm this.
This suggests that before a CP is agreed with &yeefforts should be made to assess and address the
leadership commitment required to ensure that mgazan be implemented to the extent and at the pace
required so that there is shared understandingdagivihe PA and EUREP. In this case it would have
included supporting the institutionalisation ofaehs made to date and seeking to ensure that those
institutional arrangements required to implement @oonitor new TA activity are put in place.

The TA consultants: AARC Ltd. identified the lackfall time staff as counterparts within the PA tni
as a key risk to the sustainability of the Direatets communications capacity development. The
Directorate of Customs and Taxes is dissatisfidtl tie focus and quality of the TA provided andsloe
not believe that the modality allows any flexihilifor change. This illustrates the importance of
responding to the specific needs of the CP desigth @wvnership of the focus and operational
management of the CP by the PA counterpart toiketiHood of a positive relationship between all
parties; as well as the provision of competent TAaurse.

Possible common features for future CP may include:

CP should be designed with linkages to supportiegsof policy dialogue in the future ROF.
(1) They should be complementary to sector reform suppogrammes that are well defined,
agreed upon, and PA owned (Health Education, PEM| Service, Social Development,
PAR).

(ii) They could be included in a State Building Contridett would group together all sector
support modalities, including CP.

(iii) A Policy Dialogue Facility could be establishediwad the policy dialogue activities of the
ROF and provide capacity to involved sectors, PM®isrities, Policies and Reforms Unit
as well as to DG/M&E, until SBC is in place.

(iv) The CPs need to be ‘owned’ by counterparts, witRSthat are flexible and changeable if
issues are encountered or the original focus ofstiggport requires adjustment. This is
considered to be very important by the MoFP tostinecess of CP. Where counterparts can

%5 Monitoring Report, CP Institutional Strengthenisfghe State Audit and Administrative Control Burea
Phase |, 13 December 2013
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demonstrate that they have the capacity, they dhioallresponsible for managing the TA
contracts (with reporting to EUREP on progress rasdlts).

5.2 Global Assessment

The evaluation mission presents the main eleméras would contribute to the new ROF, and the
linkages (or absence of linkages) between theminwiéldiagram (see Figure 5: ‘Pilot and Future ROF’
below that illustrates and summarises the mairatjels in relation to the evaluation questions aei th
assumptions. The diagram seeks to facilitate thieaglassessment of the three clusters:

The Pilot ROF 2015:
(i) Derives mainly from EU-MS sector fiches, on theibaof the Local Development Strategy
and division of labour for Palestine, articulateithvother Donors interventions

(i) Has no direct link to the PEGASE DFS, although tiimvee most important service delivery
sectors selected in the ROF are also served byRSemechanism

(i) Was developed with little connection —if any- te tANDP 2014-2016 and its M&E indicators,
because at the time of the ROF’ development they wet implemented by MoPAD hence the
merging with MoF and reorganisation of the natiquiahning process

(iv) Although the CP were developed before the pilot RtBEre is a relation between the five of
them to priorities within Pillar 1 of the Pilot ROF

(v) The Pilot ROF was developed in parallel to the &3& JPA but a convergence is sought

(vi) Its period of implementation was too short (9 matio be conclusive and it was extended to
2016 in June 2016. By the end of the mission, theemt of the Pilot ROF 2016 was about to
be established in a 2016 MoU and therefore notgetmunicated to the mission.

(vii) The Pilot ROF 2016 would probably need to be evatidy end of 2016 and the results
would feed into the Future ROF.

The Future ROF:

The Future ROF is supposed to be the result of exgimg inputs illustrated by the dark green thick
arrows. The NPA 2017-22 priorities (political piittes and sector policies & priorities):
(i) The key performance indicators that would be setbdh the national M&E framework

attached to the NPA priorities;
(i) Inputs from Lessons Learned from the Pilot ROF 28i& ROF 2016;
(iii) Inputs from the European Joint Strategy (EJS) hadlbint Programming Approach (JPA);
(iv) Inputs from additionally CP or further capacity ldinig initiatives required.

These inputs are (from bottom to top of the figuFéyure 5: Pilot and Future ROF
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6 CONCLUSIONS AND RECOMMENDATIONS

6.1 Conclusions
6.1.1 PEGASE Direct Financial Support

6.1.1.1 Civil Servants and Pensioners

Whilst the CSP is recognised as providing essestigport to the PA, it provides only a

partial short to medium term solution to more fuméatal revenue deficit issues. The IMF

and the WB called for a tightening of fiscal measuby the PA including wage rise restraint,
introducing new government administrative fees amgroved tax compliance in the short

term. However the key message is that additiorthisarequired to more extensively bridge

the financing gap, as direct budget support igsatowest level for 7 years. An easing of

Israeli restrictions would enable the PA to incesis own sustainability. This emphasises the
importance of the PEGASE DFS with its 3 componasts reliable and ongoing source of
support to the PA and its inherent links with tloditical success of the Two State Solution.

The PA’s reliance on PEGASE DFS requires the maantee of regular disbursements by the
EU to enable the Authority to manage its payrotil @ension payments. It is recognised that
payments of the CR by Israel is also a crucialdiatitat directly impacts the PA’s viability.
PEGASE DFS is an efficient mechanism and improvéséave been made in the EU’s
administration of the CSP and support to VPF. Hawehe efficiency and capacity of the
MoFP’s payroll system and associated functions iregsystems development as well as
capacity development support and the MoFP intemdsview its systems to this end.

There are a number of thorny issues in relatiopagroll and pensions: payments to civil
servants and pensioners in Gaza is a sensitive &sd one that requires high level policy
dialogue and political commitment rather than techincivil service reform based solutions.
Half of the PA’'s expenditure is spent on salaried pensions and a rising wage bill is of
concern to donors. However the PA does not condtlr tive findings of the WB study and

this negates the development of policy reform itatien to containing salaries, CoLA

increases, staff complement and budget basedsgitahanpower planning.

There is no demonstrable link between PEGASE DRSsanvice delivery and results have
not been defined. While the EU has decided to plewiroad and partial support to a large
number of PA employees and pensioners, the oppgtyrtoh targeting funding to specific
groups of staff involved in service delivery in Edtion, Health and Social protection is
considered an attractive option some EUMS donotsifonot supported by the PA. Some
donors consider the lack of PEGASE DFS demonstreddelts as a reason for no longer
contributing to or joining the mechanism. Howevenditionality is considered by the PA
and most donors to be contrary to the Two Statet®ol and the viability of the PA. The
ROF tool is considered to be a good way of linkPEGASE DFS with sector results,
although a direct correlation between funding aeglits would be unlikely to be achieved.
The ROF has created indirect linkages between B®ASE DFS components and its Pillar
II: Service Delivery, while the EU funded CPs haleveloped linkages to Pillar I. Fiscal
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consolidation and policy reforms. PFM and strudtfisgal reforms by the PA are very much
needed and it is crucial to make the connectionvéet donor funding and government
reform, although MoFP is concerned that this mgyesent a move towards conditionality.
However any reform of the PEGASE DFS mechanism rbesimade within the overall

context of Israel's occupation of Palestinian terifes and its grave socio-economic
consequences for the viability of the PA’s operagio

6.1.1.2 Vulnerable Palestinian Families

Support to CTP is the second largest area of fgntimough PEGASE DFS by the EU and
EUMS. Overall funding of the CTP increased by 14 gant overall from 2014 to 2105 with
additional contributions from both the EU and th&. Fhe hostilities in Gaza in 2014
emphasised the importance of cash assistance tmetanomic stability and supporting the
day-to-day resilience of the Palestinian people VRF fund is well managed and audited by
the EU. However the efficiency of the CTP and advgrnment expenditure has been
hampered by irregular payments by the PA in 2014 tdutheir lack of funds as a result of
clearance revenues being withheld by Israel.

There is a positive relationship between the EU tairdVioSD, in part promoted through the
ROF that has contributed to the recent efficiemaprovements of the CTP, particularly in
relation to more accurate targeting of the extrgmer. Remaining key issues for MoSD
includes: uneven workload distribution; lack of erstanding of CTP eligibility criteria; poor
communication and coordination amongst social warkeéistrict directories and branch
offices, as well as with NGOs/CSOs; and inadegimfgementation of the complaints and
redress procedures, that are hampering the efigjerifectiveness and perception of the CTP
at community level. Several studies have providedraccecommendations for improvements
of the CTP and whilst some progress by MoSD has lbeade the joint action plan is not
adequately resourced.

CTP is bridging the poverty gap, but not eradicatioverty. Measurement is also difficult
since updated poverty data is unavailable and arEMgstem is in not place. However the
consensus amongst stakeholders is although thiedegash payments is inadequate it is still
essential to ensure access to basic necessitiesyaredimportantly supporting basic human
rights and dignity. Poverty alleviation requires [tadimensional interventions to address
economic development through employment opporemitbr example. Such a study is now
being conducted by the PCBS. The linkage of the @itR access to subsidies and social
assistance services is a positive step forward.

Resource constraints are preventing MoSD from mizig its relationship with
NGOs/CSOs. It is imperative that workload distribot coordination and communications
are tackled and the EU is supporting the MoSD wWightowards this end, as part of a wider
objective to improve the quality and access toaa®rvices. The CTP database has been an
area in which positive improvements have been naadieit is used to plan both cash and no-
cash social protection services.

For the future, the integration of the CTP withirSacial Security System is particularly
pertinent in terms of sustainability. Fundameniakdges between social protection and
livelihood development initiatives are also reqdir® contribute to lifting people out of
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poverty and helping them to remain that way. TheSMois beginning to address these
aspects as part of their Social Development S&ti@ategy. More emphasis is now required
in moving from the aid modality of the CTP towardere sustainable development solutions
including a range of comprehensive and well-fundatbloyment initiatives and enterprise

development. Ultimately addressing Israeli sociorenic restrictions will be a determining

factor on the success of such a strategy.

6.1.1.3 East Jerusalem Hospitals

The maintenance of quality medical services in BE&stsalem is politically and socially
imperative for both the PA and the EU/EUMS. EJH@pendent on referrals from the MoH
for their continued operations and their survivabgorovider to the Palestinian health system.
The PEGASE DFS EJH mechanism is well managed aoed/dy the MoH. According to a
recent WHO report:
“Referrals are necessary for some specializednreyas due to various political,
economic and policy factors: lack of essential roiegis, medical disposables and
equipment in Ministry of Health facilities; lack epecialists; a cost efficiency policy
of outside procurement of services rather than goaent provision; lack of services;
demand by patients; epidemiological transition taléhronic diseases along with
demographic changes toward greater numbers ofiglded greater dependence on
government health care due to poverty. Radiotherr@ayment for cancers, for
example, is available only in Jerusalem and so meiseferred”.

The USAID-Intra-health studyfound that most referral decisions are made baseted
availability and specialist facilities and services

The cost of referrals has been an issue for thediesade. The Gaza conflict in 2014 and
subsequent budget squeeze resulted in the impattisef PA to tackle the on going problem
of escalating arrears as a result of increasedraé$ewith half of the referrals budget having
been spent on deductions for payments to Israedpiteds. A comprehensive review of
referrals policy and procedures supported by UShitba-health and WB TA has resulted in
significant efficiency and cost savings of over -ohied of the Israeli referrals budget. The
PA-donor approach to addressing the referrals ibsgedemonstrated effective coordination
and communications, but this is not indicative idfeffectiveness in general across the sector
as a whole.

The focus is now on referrals policies and prasticerelation to national hospitals as well as
three of the EJH which amount to nearly half of M#H referrals and one-third of referral
budget expenditure. An initial study, again by UBAhter-health, has identified
opportunities for efficiencies in the policies goctices of referrals by national hospitals as
well as more efficient workforce planning. The R@Bes not currently link with the
PEGASE DFS payment of arrears for EJH and releiraticators are not included in the
Sector fiche. However the current development dRedierral Master Plan, drafted by the

56 'Right to health Crossing barriers to access healthe occupied Palestinian territory, 2014 200Bcember

2016'
5" PMOH Hospital Referrals Section, Draft Report, B CSAID-Inter-health, June 2016
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World Bank with the MoH within the project ‘Streingining the Resilience of the Palestinian
Health System’ is anticipated to increase the faous level of data available to monitor and
more accurately target support to Health sectaripigs. This provides the opportunity for
the EU and EUMS to consider how they can most g¥fely support the Health sector in a
more sustainable manner including a strategic s&dtte approach to healthcare planning
and service delivery.

6.1.2 Results Oriented Framework

Insufficient ownership by PA counterpariehe ownership of the pilot ROF process by the
PA counterparts was not gained enough in the dedigime ROF, the selection of sectors and
priorities, nor on reforms such as PFM. The ROFRvedr mainly from the EU-MS internal
sector fiches, on the basis of the local develognstrategy and division of labour for
Palestine, articulated with other donors’ interi@ms. It was developed with little connection
to the PNDP 2014-2016 and its M&E indicators beeaaisthe time of its development the
above were not implemented by the MoPAD, hence rtte¥ging with the MoF and
reorganisation of the national planning process.

The pilot ROF has no financial implicationhe ROF has no direct link to the PEGASE
DES, although the three service delivery sectolectsd in pillar 2 of the ROF are

contributed to by the DFS mechanism; the ROF hdaacial implications and is not meant
as a tool for conditionalities. The status of tH@FRs not really clear to stakeholders.

The pilot ROF Indicators are a mix of results, pylireforms and political elementsot
facilitating dialogue on key policies and refornflicy dialogue lacked technical support.
Many targets were not specific, realistic and mestgda enough and were too short-term
oriented. In addition, the period of implementatisas too short (9 months) to be conclusive
and the pilot ROF was extended to 2016 to betferrimthe future ROF.

Globally, the pilot ROF is valued as a good stagtimstrument to build upon for policy
dialogue Despite its limitations, and in the absence ofaional M&E in place, the PMO

considers the pilot ROF to be a positive startimgfrument to monitor key areas of policy
priorities and reforms and to start a policy dialegwith the community of development
partners on a common framework.

Articulation with EU funded complementary progransmaed EJS and JPAAlthough the
Pilot ROF was developed after the complementargnaromes, the later are not explicitly
mentioned in the ROF. However there is a relatietwben the five of them to priorities
selected principally in pillar 1 of the pilot ROFhe pilot ROF was developed in parallel to
the EJS and JPA processes; the three are to centeefged the future ROF.

6.1.3 Complementary Programmes

6.1.3.1 Institutional Strengthening of the State Audit and Administrative
Control Bureau

The CP support to SAACB has been appreciated byb#reeficiary and highlights the
importance of the recipient determining the foctithe support and the way it is managed. It
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is also a good example of how CP can leverage stppother development partners, with

on-going support from Sweden and Malaysia havingnbkarnessed. Constant capacity
development has enabled SAACB to be well on its twasneeting INTOSAI standards and

providing effective range of audit to PA in relatito financial management, compliance and
performance improvement. However the new Audit lzg not been promulgated yet and
the sustainability of the SAACB relies on its alyilto successfully implement the law and

maintain compliance with international auditingnstards. Their future capacity relies on

ensuring that their auditors undertake internadlyognised qualifications and continue to use
their learning to institutionally strengthen anthferce standards within the organisation.

6.1.3.2 Technical Assistance to the Palestinian Authority in Public Financial
Management Reforms

The CP-produced PFM Reform Strategy is perceiveddnors as not being owned by the
MoFP despite its request for this support. Howetier MoFP considers that this is not the
case and that there is a Revenue strategy documbné with its plans and the PNPA more
generally. This demonstrates the absence of conunderstanding on PFM reform buy-in
from senior technical managers and the lack ofaded institutional arrangements for PFM
reform. Other donors are also addressing sevelithlecéctivities within the CP and there is a
need to ensure detailed coordination around eazhairreform.

6.1.3.3 EU Support to Taxpayer Awareness Campaign in Palestine

There are high levels of dissatisfaction with the@ &d missed opportunities for increasing
revenue due to the late start of the taxpayer aveagecampaign. The Directorate of Customs
and Revenue requires urgent support in relatidedislative reform and an online taxpayer

registration and payment system.

The huge issue of outstanding CR is related toqtestion:ls the EU Support to the Tax
Payer Awareness Campaign relevafifle taxpayer campaign is relevant and important to
the PA to support its vision of increasing tax saweess and compliance. However, there are
other priority issues for the Directorate of Cussoamd Taxes, which have identified them as
modernisation of laws and online systems.

6.1.3.4 Technical Assistance to Support Civil Service Reform in the West Bank
and Gaza Strip

The CP achieved its specific objectives as rel&etA for Civil Service Reform. However
the draft Civil Service Law and the Civil Servicee\lopment Strategy (CSDS) 2016-22
need to be consolidated and implemented by a dapatiGPC and responsive LMAs on the
basis of professional principles and methods. Thia challenge for the upcoming period
2016-22.

6.1.3.5 Capacity Building for the Statistical Programme 2012-2013

The programme has produced the anticipated redties.CP is relevant and effective. It is
worth noting that it is the only CP that has beaplemented by a national institution, with a
good independent audit report. This is an imporgatievement that has also built capacity
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and could be developed in other national instingioHowever, the Mission noted that the
capacity developed, although appreciable, is ingefft for PCBS to face its future
challenges, in particular the updating of its Statal Development Strategy, its alignment
with the NPA 2017-22, and its funding and compreien implementation, including for
conducting the National Census.

6.1.4 Global Assessment

The global architecture of the three clusters (PEEAFS, Pilot ROF and CP), although at
different stages, with specific perspectives andividual room for improvement, have
contributed wholly to building progressively pogéisupport that is highly appreciated by the
PA. They contributed to building capacities in imjaat institutions that are the foundation of
the context of the Two-State Solution. As this ikighly complex process within a fragile
political context, now is the time to consolidate t3 components into a more integrated
approach demonstrating the coherent linkages betteen.

Furthermore, more broadly speaking, the CR issukeéamost crucial one. Outstanding and
inequitable CR is a key contributor to the need dontinued revenue support provided
through PEGASE DFS. Therefore support through pdii@logue between the PA and the
EU/EUMS, as well as with Israel, in addition to T&\quantify and identify solutions to each
of the five priority areas of CR as identified dyetPA amount to weighty priorities for

support required from donors.

6.2 Recommendations
6.2.1 PEGASE Direct Financial Support

6.2.1.1 Civil Servants and Pensioners

1. Conditionality - linked to disbursement of PEGASEhould not be considered as an
option by the EU in the short to medium term duéh®context of the Israeli occupation
of Palestinian territories and its consequenceshenviability of the PA. Nevertheless
direct linkages between the objectives and resfitthe future ROF and current and
future CPs should be made in relation to the 3 @orapts of PEGASE DFS.

2. The ongoing CSP payments to Gaza employees andréigitegration within the PA
should be discussed and resolved as part of highl [@litical dialogue between the
EU/EUMS and the PA, and no longer be a compone@iwf Service Reform.

3. The EU/EUMS should support MoFP and GPC to procgunkvalidate their own data on
their current wage and pensions bill and to prodaideay, Pensions and Recruitment
Policy, Reform Strategy and Plan. This would inelddrgets to reduce expenditure and
introduce budget based strategic manpower planfiihg. MoFP payroll system and its
associated functions should also be supported fwrowe the PA's efficiency and
effectiveness, commencing with a systems and campgtbased capacity development
assessment. These initiatives could be supportedgh an EU funded CP.

6.2.1.2 Vulnerable Palestinian Families
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The EU/EUMS should support the implementation ofstanding recommendations of
the CTP Action Plan, particularly in relation taneven workload distribution; lack of

understanding of CTP eligibility criteria; poor coranication and coordination amongst
social workers, district directories and branchoaf, as well as with NGOs/CSOs; and
inadequate implementation of the complaints andessdprocedures.

The EU/EUMS could support MoSD to pilot differemtiaodels of targeted assistance
and social protection to the extreme poor, pamidyl those facing multiple
disadvantages, comprising of cash and non-cash fiteenéncluding livelihood
development initiatives) for sustainable povertgahtion.

6.2.1.3 East Jerusalem Hospitals

The EU/EUMS should differentiate its political objiees from its technical objectives.
The support to the PA for the payment of refertal&€JH serves both its political and
technical objective to keep the six EJH hospit@sroas providers of quality healthcare
to the Palestinian population. It is recommendedtpport the PA’s Health Master Plan
would serve its technical objectives to improve dgnality, efficiency and effectiveness of
health service delivery.

The EU/EUMS should now consider broader suppottheo Health sector as part of a
strategic sector-wide approach with other donamsjuding the potential for Budget
Support, to enable MoH to implement is other NP&t@epriorities.

6.2.2 Results Oriented Framework

1. In the process of development of the future ROFplément the lessons learned
drawn by the 2015 ROF annual report. In particular:

a. The ROF alignment with the priorities defined i tRPA is a prerequisite

b. The PA should lead the process of monitoring, extt&da and reporting of the
ROF (involving the M&E in the Cabinet Secretariagr®ral as key stakeholder)

c. Timing of reporting should be on bi-annual basis
d. Consultation with Civil Society and private sectbould be improved

e. Ensure consistency, pragmatism and realism: the Ri@fuld focus on areas
where progress can actually be achieved.

2. NPA Priorities and selection of Sectors to consptegressively in the future ROF:

a. lIdentify and address separately political priositteom sector management and
sector development priorities in the NPA

b. Identify actions, milestones and results throughctvthe community of Donors
can assist the PA to achieve the NPA political niies or at least to reduce the
political constraints that adversely affect its elepmental priorities

c. Start from the sector management and developmaeritigs spelled in the NPA
and select Sectors that have policies, costedrspleios and M&E, supported by
donor funding, for well-informed policy dialoguerttugh the ROF
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For those Sectors, select the key policy issuesrdrpire policy dialogue over
the medium term period (2017-22) and that can leeftlous of regular sector
review in the sector working groups with the depebent partners who
contribute to their development; the sector workgrgup would recommend
smart policy oriented indicators with intermediatdestones for the short term
(1-3years) and agreed upon targets for the medsam (5 years)

For other sectors that are not yet well advanceghagre a plan to progressively
incorporate them in the process during the NPA 2ZZA7

Avoid including in the ROF the monitoring of refasnthat are not yet defined
nor agreed by the PA; promoting needed policy refocan better be addressed
through policy dialogue

The selection of indicators needs to be consistihtthe horizon of policies and
reforms that they monitor

Specific priority elements of PFM and PAR refornmuld correspond to the
minimum eligibility criteria package. One optionutd be to explore EU support
with a “State Building Contract”, additional to ti¥S, to support such long-
term reforms.

Involve Institutions more directly in the ROF desigimplementation and
reporting

Involve the M&E General Directorate in General $tariat of Cabinet together
with PMO Policy priorities and Reform unit

Promote greater involvement of key LMs and theimegal directorates
(particularly MoFP) in the process of selectiorpabrities and indicators

Encourage greater implication of the counterpartéhée joint reporting, analysis
of results and preparation of issues for policyadjae in their respective working
groups and in the HLPD; reporting should be onriteal basis

. The future ROF should principally be a Policy D@le instrument, focusing on

policies and sector plans (with their indicatorgyrresponding to the PA’s
priorities and issues, including the funding angliementation challenges.

3. High Level Policy Dialogue

a.

Develop an organised and supported Secretariattage the reporting system
and prepare the HLPD meetings. The Secretariaighauin the GD of M&E in
Cabinet, and closely articulated with the PMO Bopdorities and Reform Unit.
The Secretariat would assist and manage the ragoptiocess and advise on
improvements.

The secretariat would also organise the availghilittechnical expertise support
for the preparation of technical notes informing folicy dialogue on specific
policy issues, for the respective priorities.

The HLPD meetings require high level representafiiom PA/LMs & agencies.
The General Directors of Planning of the respecsi@etors would be members
intuiti personaeand attend the HLPD.
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4. Capacity development support to the key involvediations

a. This approach implies at the same time to suppuattcapacitate in parallel and
jointly the 3 institutions that are responsible floe national planning, budgeting
and monitoring processes: (i) the sector plannimgtion recently transferred to
the MoFP; (ii) the PMO Policy priorities and Refotdmit; (iii) and the M&E
General Directorate in the General Secretariataifi@t.

b. Assist the sectors selected in the ROF to devehgir tM&E systems and
information systems for the monitoring of their teeglan; and contribute to the
building of the national M&E.

c. For Sectors that are critical but do not yet haly ideveloped their sector plan,
support their policy, planning and budgeting fuoes and structures
progressively through building their capacity (umihg by dissemination of
good practices and transversal support from the atbsnced sectors, including
coaching and training or developing specific modute be delivered by
institutions like the PPFI).

6.2.3 Complementary Programmes

CP1: Institutional Strengthening of the State Awii Administrative Control Bureau:
The timely promulgation of the new Audit Law and itmplementation, through the
development of policies, regulations, procedured standards along with operational
ways of working should be closely monitored to easthat the objective to reinforce
SAACB'’s institutional, legal and regulatory frames remains on track.

CP2: Technical Assistance to the Palestinian Aitshar Public Financial Management
Reforms: Stronger multi-donor policy dialogue igjuged with MoFP to clarify their
position in relation to the draft PFM Reform SteteThe CP for PFM Reforms should
be (re)focused to support MoFP owned and drivennrpheg, coordination,
implementation and monitoring of PFM Reforms comaoieg with supporting them to
operationalise the associated institutional arrareggs required.

CP3: EU Support to the Taxpayer Awareness Campaigalestine:

a. EUREP should discuss with the Departments of Takladirect Tax how the CP
could be improved to enable them to have greatetraioof the focus and
operational management of the TA support.

b.  Further assistance should be considered in relaticthe modernisation of the
legislative framework and on-line systems for tapgraregistration and payment
collection. Tax should be a component of the FUR@F PFM Sector Fiche to
ensure that levels of taxpayer registration andctdbection rates are monitored.

CP4: Technical Assistance to Support Civil SenRedorm in the West Bank and Gaza
Strip: Further support to GPC to ensure continwfythe process started and the
implementation and consolidation of results achiese far is deemed necessary.

CP5: Capacity Building for the Statistical Prograen2012-2013: The PCBS Statistical
Development Strategy and PCBS role and contributimrihe National Development
planning and monitoring processes, together withOPdhd the M&E GD in Cabinet,

both require further capacity development suppainfthe community of donors and
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1.7.

from the EU in particular. This would develop anohsolidate PCBS support to the
national M&E system and its contribution to theippldialogue with the PA through the
future ROF.

Support from the EU/EUMS to the political and teiclah resolution of CR should be
prioritised, through policy dialogue between the &#d the EU/EUMS, as well as with
Israel; in addition to technical assistance to gifiaand identify solutions to each of the
five priority areas of CR as identified by the PA.

6.3 Global Assessment

PEGASE DFS is an appropriate, efficient and effectie modality for the EU to
continue to support the Palestinian Authority towaids a Two State Solution

It is recommended to continue PEGASE DFS; the dgweént of a future ROF aligned
to NPA political and sectorial priorities and emted within the EJS and the JPA, with
expanded funding to sector development and prageeseforms; during the next

planning period 2017-22, in pursuance of the Twate&SEolution.

The ROF should stem from the NPA 2017-22 and thiemal M&E as a monitoring tool
of the performance of the PA/LMs and of EU/MS suppoogrammes.

EUREP, the EU/MS and the PA, including the PMO,usthaletermine how to support
the national and sector planning processes in legyoss and their monitoring and
evaluation.
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Annexes

Annex 1: Names of Evaluators and their companies

Ms. Roz SAAD is the Team Leader/Evaluation experind has a Master's Degree in

Economics majoring in Public Policy from the Unisi¢y of Swansea, UK. She has 22 years
of experience undertaking outcome based Monitaaimg) Evaluation/Reviews, including five

recent EU monitoring/evaluation assignments (incigdas Team leader); as well as with
Asian Development Bank and the WB. She is expee@nm the use of a range of

methodologies including Sector Budget Support Qiride based on OCED DAC Quality

Standards for Development Evaluation; DFIDs apgno@c Theory of Change as well as

Political Settlement methodology. During her 12rgelased in Asia, including as Regional
Governance Leader for a leading INGO (SNV), she inadertaken a number evaluative
assignments that involved: reviewing fiscal, legfiste and policy frameworks; analysis of

weak governance systems, institutional assessmgrt$prmance and capacity needs
assessments; stakeholder mapping and consultatést; top reviews and field visits with

government and local development partners. Rozsis a qualified Prince2 Programme-

Project Management Advanced Practitioner as wellaafkeviewer and Assessor for

International Investors in People — an Internatidsiness and Human Resources Quality
Standard.

Roz has 24 years of experience in macroeconomgtpablic finance management including
public finance and administrative refornf8he has undertaken seven EU Budget Support
PFM and governance assignments in the past 6 yédestification, Formulation, and
Monitoring in Cambodia; Pakistan, and India-Bhut®oz has a firm foundation in these
areas, having commenced her career with PricewaiselCoopers and later as a Director of
the Audit Commission — Deputy Prime Minister's @#iin the UK. In addition Roz has 22+
years' experience as a change architect, coach, capdcity development expert with
government, private sector and civil society orgatons.

In relation to working with Budget Support, Roz Hasyears of experience, including EC BS
operations. She is familiavith the European Commission's Results Based Mongcand
Project Cycle Management, and has in-depth knowledd=U’s Budget Support Guidelines,
2012.

Roz has highly relevant governance and PFM expegieém conflict-affected areas, fragile
states and culturally similar environments to Rales including Afghanistan, Pakistan, and
Nepal. Her mother tongue is English and she hds 26t years’ experience of report writing
and editing; presentation giving; workshop facildga; training; and interviewing. She also
has excellent diplomatic, interpersonal and comigation skills.

Mr Mahieddine SAIDI is the Evaluation expert. He holds a Master's Degree in
Mathematics (Algiers 1968) and a post-graduateetengr Economics and Statistics (ENSAE.
Paris. 1971).

He worked as an economist for 20 years in Algdria,home country, in the heavy steel
industries, successively in feasibility studies,veistment projects design, project
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implementation and management, finance and butlgey, term economic studies, strategic
planning and budgeting. He prepared and contribigtétlinternational consultative meetings
on Industrial development and capital goods withlD® during 1981-85; during 1986-1989
he contributed as Director to the launch and dgreknt of the Strategic Institute for
Planning and Management (ISGP) a national capduiiiding institution for high level
managers and planners; during 1989-90, as adwdbetMinister of Industry, he contributed
to the restructuring of public enterprises, thelfudector, the re-organization of the Ministry
of Industry, the state Economic and AdministraiReforms including the revision of roles of
Ministries and public Agencies.

During the period 1991-2001 Mahieddine worked fategaade for UNESCO at its Paris HQ,
as an Education and Training Senior Programme @ffisupporting reconstruction and
reform programmes in 12 developing countries (idielg in Lebanon during 1994-1998 and
in Palestinian Territories during 1998-2000). Migas of concentration include Education
sector policy analysis, strategic planning and letidg, stakeholders’ policy dialogue and
SWAP®, PERs and MTEFs, functional and management aofliiinistries and Agencies,
MIS®>® and Capacity Development for Educational Institosi at all levels, incl. schools.

Since 2001 to date, he has extended his interrstexperience in the same areas to other
economic and social sectors (Industry, Trade, LgbBmployment, Culture, Youth, Justice,
Gender equality) in 15 countries on programs funioledJNDP, UNICEF, the World Bank,
The European Union, DFID, SIDA, AFD, and the Goveemts. Mahieddine gained specific
experience in EU funded sector (budget) suppognarames (identification, formulation and
mid-term and final evaluations) through 14 assigmt:ién 7 countries (including 4 Arab
speaking countries: Morocco, Algeria, Tunisia, do)d He has good knowledge of EU
procedures and instruments (including eligibilititeria, general and specific conditions for
support, performance assessment and logical framksw®FM and Governance issues)
aiming at service delivery effectiveness and efficy through appropriate resource
allocation. Mahieddine gained extensive experiénagrganisational and functional audits of
Institutions, Ministries and Agencies, as well @$ublic Administration Reforms and Public
Sector Reforms, including PFM Reform Programsgeivesal countries.

His wide experience, gained as Team Leader, thraaglous projects in more than 20
countries, developed his ability to communicate hwitenior Government officials and
development partners in multicultural environmerigs knowledge of Arabic culture and
language is coupled with a solid working experienoe9 Arab countries (Palestine,
Mauritania, Morocco, Algeria, Tunisia, Lebanon, i@ydordan, and Bahrain).

58 Sector Wide Approach
5% Management Information Systems

41



Annex 2: Terms of Reference

SPECIFIC TERMS OF REFERENCE

EVALUATION OF THE PEGASE PROGRAMMES OF DIRECT FINANCIAL
SUPPORT TO THE PALESTINIAN AUTHORITY (" PEGASE DFS') AND RESULTS
ORIENTED FRAMEWORK (" PEGASE ROF") IN THE PERIOD 2014-2015

FWC BENEFICIARIES 2013 - LOT 7: Governance and HomeAffairs
EuropeAid/132633/C/SER/multi

1. BACKGROUND

Palestin& has been marked by the disruption of more thaty fggars of Israeli occupation,
during which the economic development path andlémocratisation process have paralleled
the political developments. After a period of sustd state-building progress and economic
recovery between 2007 and 2011 (which was largeled by government spending, in turn,
funded by aid flows), the democratic path (no eledt process, limited institutional
accountability) and the economy (slowing growtlgthunemployment, large fiscal deficits)
have significantly slowed down since 2012.

The general outlook has deteriorated dramaticallyr adhe last two years. During 2014, the
Peace Process negotiations collapsed and the Géazadfered a major humanitarian crisis
and massive destruction as a result of Israel'sef@n Protective Edge”, while Israeli
restrictions imposed on Palestinian people and #@nomy continued unabated. In 2015,
since the beginning of October, violence and tensiave alarmingly escalated in Jerusalem
and the West Bank.

The aforementioned conflict and humanitarian trggéd Gaza has made an already
struggling Palestinian economy worse and put furfiteess on the Palestinian Authority
(PA), both in terms of legitimacy and on its fissélation — the PA's total deficit is projected
to amount to USD 1.2 billion for 2015. With the oeciliation process struggling and Israel's
withholding of clearance revenues during the fipgarter of 2015 as a response to the PA's
request for accession to the International Crimaiirt (ICC), the PA ongoing fiscal crisis
and difficult governance was further exacerbatetfiddlties of the PA in paying salaries and
bills are recurrent, putting the institutional ftiooing and the delivery of basic services to
the Palestinian population at risk.

Consequently, the PA continues to accumulate cerside debts to the banking sector and
arrears to the private sector. The total externdliaternal PA debt reached USD 2.54 billion
at the end of December 2015. Besides, debt to ¢hsiéh Fund also continued to grow and

60 This designation shall not be construed as ratiogrof a State of Palestine and is without prejado

the individual positions of the Member States as ibsue.
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stood at USD 1.9 billion, while arrears to the ptes sector amounted to USD 685 million
(both as of December 2015). In this context, hesdtvices have been greatly affected. As a
result of the PA’'s accumulated unpaid arrears, itaspin East Jerusalem have recurrent
difficulties in paying salaries and are highly ibtled to medical suppliers.

The decreasing political prospects for a viable -stade solution and the lack of intra-

Palestinian reconciliation progress further incesadonors' fatigue. For instance, although
approximately USD 5.4 billion were pledged at thair@ Conference on 12 October 2014
(half of which to be dedicated for the reconstruttof Gaza), there has been significant lack
of progress in the actual volume and speed oféh&ibutions as of December 2015.

Poverty levels remain of serious concern. Accordinthe World Bank report to the Ad-Hoc
Liaison Committee (AHLC) of 14 September 2015, ptwen Palestine reached 25% in
2014, with levels in Gaza at 39%.

In the absence of successful peace negotiatioaRakestinian economy will continue to be
unsustainable and dependent on donor aid. Increfiseal and policy reforms will also
remain critical, although, as long as the Israetiupation persists, the PA cannot be expected
to achieve economic viability through austerity sweas alone. For as long as there is a
political horizon for the resolution of the Aralreli conflict, donor contributions will
probably be sustained, albeit at a levels whichnoammatch real needs on the ground.
However, in the absence of political progress,eghremains a high risk of donor fatigue, also
partly due to the economic crisis in many donomtnas

In May 2014, the PA launched the Palestinian Naiiddevelopment Plan entitled "State
Building to Sovereignty" covering the period 201218. The document builds on the
previous tri-annual national plafis and focuses on four key sectors: 1) economic
development and employment, 2) good governance iastitution building, 3) social
protection and development and 4) infrastructutee plan set out a medium-term agenda for
Palestinian reform and development with a framewafrigoals, objectives and performance
targets. The PA also released its "National Eadgd®ery and Reconstruction Plan for Gaza
2014-2017" in October 2014 in the aftermath ofdbeastating conflict of July/August 2014.
The implementation of this plan, in particular witke current level of Israeli's restrictions,
remains challenging.

The Cabinet approved on 27 October 2015 the neesrahd responsibilities of the Prime
Minister's Office (PMO) and the newly created Minysof Finance and Planning (MoFP).
According to this restructuring, the PMO will be éharge amongst others of the upcoming
National Policy Agenda (the PA's subsequent six-gieaelopment plan covering the period
2017-2022), the strategic relationships with donpdicy files, the AHLC and the Local
Development Forum, MoFP will oversee the work esflato the sector strategies and the
relationships with donors at projects/programmeslland the Cabinet Secretariat will be in
charge of the monitoring and evaluation of NatioRalicy Agenda and sector strategies. A
first draft of the National Policy Agenda should keady by April/May 2016. The sector
strategies should be available by February 2017.

51 The Palestinian Reform and Development Plan 2@I®2(PRDP) and the National Development Plan:
"Establishing the State - Building our Future” 22013 (NDP)
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Since 2008, the European Commission has been dimgptite PA's national reform agenda
by providing financial support to the budget (reeat expenditures) of the PA through
PEGASE, the European mechanism of support to thestitdans. This support aims to
maintain the viability of the two-State solution ayoiding the fiscal collapse of the PA and
sustaining basic living conditions of the wholed&shian populationoyverall objectivég.

Through thePEGASE programmes of Direct Financial Support (PEG/AE DFS) the EU
has contributed substantially to the recurrent edjiares of the Palestinian national budget
(over €1.9 billion spent since 2008), with systamatpredictable and unconditional
contributions to the payment of salaries/pensidnBA civil servants, social allowances to
the Palestinians living in poverty and medical nefeto East Jerusalem Hospitals. This
contributed to maintain the functioning of the Ral@an administration and the sustained
delivery of essential basic services; to improwedbonomic opportunities of poor, vulnerable
and isolated populations; and to support the PAreducing its budget deficit and
implementing its reform agendspecific objectives

In 2015, €178 million were made available from #¥ budget in support to the PA's
recurrent expenditures through PEGASE DFS progranitteese funds were complemented
with funds from EU Member States.

PEGASE DFS programmes are implemented in full ebration with Palestinian partners
and in full co-operation and transparency with E@nvber States, the European Parliament
and other donors that are also providing supporthéo budget of the PA, either through
PEGASE or non-PEGASE channels - i.e. directly R budget (mainly Arab donors, the
United Sates and France) or via the World Bank fTrusd (UK, Norway, Australia, Kuwait
etc.).

In addition to its support to recurrent costs, Etueis also supporting the PA through capacity
building and policy dialogue to implement relatedliQy reforms (such as public finance

management and civil service reform), address Bpdisical issues (e.g. improving domestic

tax collection), as well as to improve service &y (social protection).

Since 2013, the EU started working towardsResults-Oriented Framework (ROF)
covering both policy reforms and service delivery.

The PEGASE ROF is anchored within the EU Joint Rnogning on the basis of the EU
Member States (EUMS) Local Development Strategyicvidefines rolling EU operational
priorities and a EUMS division of labour in Palesti The Local Development Strategy
comprises of 16 EUMS Sector Strategy Fiches in hméh the Palestinian National
Development Plan 2014-2016 and related sectorsegiezs. The EU is in the process of
developing a European Joint Strategy for Palestitéch will be aligned with the strategic
priorities of the National Policy Agenda coveriig thext six years (2017-2022). A first draft
of the Joint Strategy should be available by thd eh the first semester of 2016. The
development of this framework is jointly made wEUMS and like-minded countries, as
well as in close collaboration with the PA. Civdciety has also been consulted during the
process.

Launched in April 2015, the initial pilot PEGASE RQasted until December 2015 and
covered six of the above 16 sectors, under theeotisp EU leaderships in accordance with
the local EU division of labour:

44



(i) Pillar I: "Fiscal consolidation and policy reforms'{1) Macro-economic Support/Fiscal
Outlook (sector led by the EU with the Ministry Bihance and Planning as counterpart); (2)
Public Finance Management (sector led by the EUh WioFP and the State Audit and
Administrative Central Bureau as counterparts);,af8] Public Administration Reform
(sector led by the UK with the PMO and the GenBraisonnel Council as counterparts)

(ii) Pillar 11 "Service delivery? (1) Education (sector led Belgium with the Minystof
Education and Higher Education as counterpart);H&alth (sector led by Italy with the
Ministry of Health as counterpart); and, (3) Sodtabtection (sector led by the EU with the
Ministry of Social Affairs as counterpart).

Under this framework, donors intend to further climaite their support in terms of funding,
technical assistance and policy dialogue withoatdgasing their conditionalities.

The implementing modalities of the pilot PEGASE R@é&re governed by a Memorandum of
Understanding co-signed by the EU and the PA ferphriod 1 April 2015-31 December

2015. A quarterly and yearly operational reportgygtem was set-up, building notably on
internal and external inputs such as reviews byWheld Bank and by the International

Monetary Fund on macro-economic issues. In additRlBEGASE Informal Group meetings

were regularly convened throughout the year withVBUto discuss and report on progress
and challenges in the different sectors.

The processes of initiation of the PEGASE ROF amael 2015 pilot phase have yielded
encouraging results, thereby raising the EU's |erofiith the PA as well as within the

international community. Both EU sector leads amel PA (PMO and line Ministries) have

had positive feedback on the usefulness of the RD@) better structure policy dialogue

around the different sector priorities, as wellsssies of common concern or interest; and (ii)
coherently assess progress in achieving jointleegrpolicy objectives in order to plan

interventions accordingly and follow-up on the reficefforts.

Following on from a quick assessment of the stafday in late 2015, the EU and the PA
agreed to extend the PEGASE ROF pilot phase icuiteent form until the end of 2016. This
will allow both parties to have sufficient timetizke stock of achievements and challenges of
the process (through evaluations and recommenddti®he process will also move forward
in parallel to the development of the aforementibB&) Joint Strategy, which will align with
the upcoming national development strategy 2017220Both expected to take shape in the
first half of 2016.The EU Joint Strategy has the ambition to extend ah mainstream the
ROF to all it sectors of interventions(and not limit it to the current 6 sectors).

Other areas of EU interventions in Palestine inelirder alia support to the United Nations
Relief and Works Agency's (UNRWA) General Fund, mup to socio-economic
development and institution-building in the keytseg of governance and rule of law, private
sector development and water and sanitation apeéciad multi-sectoral measure to "Support
delivery of community services in East Jerusalamter which support has been provided to
the East Jerusalem Hospitals since 2003 — withcasf@n the improvement of both the
service quality and the governance of the insthgj and on financial support for the
treatment of the poor families. Civil society iaiives are also promoted mainly through the
European Instrument for Human Rights and Demociamy the thematic line Non State
Actors and Local Authorities in Development.
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The European Commission plays a leading role irctiwedination of EU Member States, as
well as within local donor coordination structufege.g. theFiscal Working Group(co-
Chaired by the Ministry of Finance and the Inteiloval Monetary Fund); thdublic
Administration and Civil Service Sector Working Gpolco-Chaired by the UK); and the
Social Protection Sector Working Groypo-Chaired by the Ministry of Social Affairs and
EUREP)),. An EU Informal Group on PEGASE DFS wa®aet-up in early 2013 as a forum
for information sharing and discussions around PEEAFS related topics (such as fiscal
issues, policy reforms, service delivery).

2. DESCRIPTION OF THE ASSIGNMENT

2.1 Global objective

The overall objective of this evaluation is to pow/the European Union, EU Member States,
contributing donors and the international communmiith:

» an overall independent assessment of the perforenaingG) the PEGASE ROF pilot
phase; (ii) the PEGASE DFS programmes; and (i§) complementary EU-funded
programmes in support to the Palestinian natioeatbpment agenda.

» Conclusions, lessons learnt/ recommendations torowvep the effectiveness and
efficiency of (i) the PEGASE ROF, notably with reface to the upcoming EU Joint
Strategy which will align with the strategic pritoes of the National Policy Agenda
2017-2022; (ii) the PEGASE DFS programmes; and {fiie complementary EU-
funded programmes.

The assessment, conclusions and lessons learmbireodations should be organised in three
clusters: PEGASE ROF, PEGASE DFS and EU-funded temmgmtary measures.

The evaluation will cover the period January 201 ®écember 201%5

2.2. Specific objective(s)

(1) To provide a comprehensive assessment dR@E initial pilot phase (April-December
2015), including the design (e.g. number and qualit indicators and targets etc.),
monitoring and evaluation, reporting and policyldgaue mechanisms.

(2) To provide a comprehensive assessment ofall@ving PEGASE DFS programmes
implemented in the period 2014-2615

* Supporting the Palestinian Administration and Segsi - Civil Servants and
Pensioners ("CSP" programmeélhe EU/donors regularly contribute to the payment
of salaries and pensions to the PA civil servamthé West Bank and Gaza Strip. The
objective of this activity is to support the PA teaintain the functioning of the
administration and thus deliver to the Palestinipopulation (including the
Palestinian refugee population) essential basicices. The regular contribution to

%2 Local donor co-ordination has been streamlineddoordance with the conclusions of the Ad-Hoc Idais
Committee (AHLC) meeting held 14 December 2005 amdon following a proposal by the Commission, the
World Bank and Norway to reform the Aid Managem8truictures.

5 The last evaluation of PEGASE covered the periglorfary 2011 to December 2013.

54 The Private Sector Reconstruction in Gaza (PSR&ramme and the programme of support to arreatgeto
private sector are outside the scope of this etialuaAn impact evaluation of the PSRG programme wa
produced in mid-2013.
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the funding of the wages expenditure for civil seng reinforces the PA’s public
finance management reform implementation. At thenesaime, it allows the
administration to function and thereby to provigevices to the Palestinians (West
Bank and Gaza StripAround €261 million were disbursed in 2014-2015.

» Supporting the Palestinian social protection systemVulnerable Palestinian
Families ("VPF" programme)The EU/donors make available at regular intervals
direct financial support to families living in egtne poverty in Palestine through the
PA's cash transfer programme (CTP). The objectfvéhis activity is to ensure the
continued assistance to Palestinian families indneeho remain dependent on
financial aid from the PA. This activity also reanfes the reform of the social
protection systemAround €91 million were disbursed in 2014-2015.

* Supporting East Jerusalem Hospitals ("EJH" prograsimThe six Palestinian
hospitals in East Jerusalem form an integral pathe network of health provision
for Palestine. They are amongst the few remainiapd®inian institutions in East
Jerusalem and provide specialized healthcare ssrviot available anywhere else in
the West Bank or Gaza for Palestinian patients. firfencial difficulties of the PA
have resulted in a situation where many of the itaspills underwritten by the
Ministry of Health for the medical referrals of fmaits to East Jerusalem remain
unpaid. The EU/donors make available direct finansupport to cover the cost of
unpaid medical referrals to East Jerusalem hospitaknsure that hospital facilities
remain open and medical staff continues workkgund €40 million were disbursed
in 2014-205.

In the period 2014-2015, the EU committed nearlyZ3million to implement the
aforementioned PEGASBFS programmes. These commitments were made thrthah
following Decisions:

Reference

Financing Decision

Amount (€)

ENI/2014/024-990

PEGASE: Direct Financial SupporRecurrent Expenditures of the PA - 2014 (Part1) 130,000,000

ENI/2014/037-579

PEGASE: Direct Financial SupporRecurrent Expenditures of the PA - 2014 (Part Il) 32,450,000,

ENI/2015/037-802

PEGASE: Direct Financial SupporRecurrent Expenditures of the PA - 2015 (Part 1) 131,525,009,

ENI/2015/038-293

PEGASE: Direct Financial SupporRecurrent Expenditures of the PA - 2015 (Part Il) 48,000,000

Total commitments (2014-2015)

341,975,000

@ This amount includes a contribution of €1.5 million from tBevernment of Austria, as assigned

revenues.

@ This amount includes contributions of €1.5 million and €25,00th fthe Governments of Austria

and Portugal, respectively, as assigned revenues.

In addition donors committed nearly €43 million tioe aforementioned PEGASE DFS
programmes during that same period. Funds were dbednthough Memoranda of

Understandings with the Governments of Ireland, dmkourg, The Netherlands, Sweden,
Spain and Finland.

(3) To provide a comprehensive assessment ofdll@ving complementary EU-funded
programmes supporting the PA to implement fiscal and pubtcnistration reforms:

Contract Number

Contract title

Amount (€)

Implementation period

ENP1/2014/324-763

Institutional

Strengthening of the State Audit 3
Administrative Control Bureau (SAACB) - Phase 2

nd

2,499,880

19/09/2014 - 18/03/201
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Contract Number Contract title Amount (€) Implementation period

ENI/2015/363-265 | Technical assistance to the Palestinian Authonitipublic

) ) 235,587 20/10/2015 - 10/04/201
Financial Management Reforms

[

ENI/2015/357-417 | EU support for tax payer awarsmesnpaign in Palestine 949,900 08/08/2015 - 07/02/201

3

Technical Assistance to Support the Civil ServiegdRmn

ENP1/2013/329-521 in the West Bank and Gaza Strip

1,408,500.00 25/11/2013 - 24/05/201

ENPI/2012/280-370 Capacity Building for the Statisk Program 2012 - 2013 1,419,804.2D 02/11/2002/69/2015

The assessments for each of points (1), (2) andal®dye should address relevance and
quality of design, efficiency, effectiveness, impad sustainability.

(4) For each of the points (1), (2) and (3) abgueyide conclusions and lessons learnt/
recommendations to improve the relevance, efficiency, effectivesjegmpact and
sustainability - notably with reference to the upéng EU Joint Strategy which will
relate to the National Policy Agenda 2017-20220s€lattention should be paid on how
to mainstream the role of non-state actors (ciekiety, private sector etc.) in the
process.

The assessment, conclusions and lessons learntireeadations should be organised in
clugters in the final report: PEGASE ROF, PEGASE DFS and Elgéghcomplementary
measures.

In addition, the study should also includglabal assessment of PEGASE as an instrument
aiming at supporting the implementation of the Btléan national development agenda(s),
including aspects related to aid effectiveness i¢goHialogue, donor coordination and
harmonisation).

2.3 Requested services

2.3.1 Desk review

The evaluation team will collect and carry-out anpoehensive desk review of relevant
documentation, including the following (this listriot exhaustive):

» All relevant Financing Decisions/Agreements;

* All documentation relevant to the PEGASE DFS progrees (implementing
modalities, Memoranda of Understanding betweereEtbeand the PA, Memoranda of
Understanding and Transfer Agreements signed witintributing donors,
implementing progress reports etc.)

* All documentation relevant to the PEGASE ROF (rislanagement framework,
Memorandum of Understanding between the EU andPAe policy matrix and
performance-based matrices, quarterly/annual pssgeport(s), etc.)

» All documents relevant to the EU joint programmarg] the EU Local Development
Strategy 2017-2016;

* Previous PEGASE evaluations: mid-term evaluatiolPBElGASE (February 2008—
July 2009); evaluation of PEGASE (February 2008udan 2011); evaluation of
PEGASE (February 2011-December 2013)
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» National development plans and sector strategiake¢inian National Development
Plan 2014-2016 "State Building to Sovereignty"; ibiaal Early Recovery and
Reconstruction Plan for Gaza 2014-2017; NationétiPégenda (NPA) 2017-2022)

* Any other relevant PA documents/reports, includingfts on local aid effectiveness
strategy and the 2015 "Detailed Needs AssessmdWA)[@and recovery framework
for Gaza reconstruction”;

* Reports to the Ad-Hoc Liaison Committee meetings;

» Terms of reference, inception report, interim répofinal reports, ROM evaluation
reports etc. of projects listed under section 2)2apove

» Project reports of implementing partners;
» Paris Declaration on Aid Effectiveness and relevalw-up documents;

* And any other relevant documentation/study/report.

2.3.2 Evaluation questions and methodology

The evaluation will be based on the criteria engldrby the OECD-DAC: relevance,
efficiency, effectiveness, impact and sustainahilitcomplemented by coherence,
complementarity and co-ordination and EU addedezalu

The evaluation questions have to be tailored }ahé policy content and intervention logic of
the programmes to be evaluated and (ii) the palitieconomic and social context of the
country concerned.

The key issues to be studied by the evaluation tmunss should ifiter alia) address the
following aspects:

* The relevance and appropriateness of the desiEGASE and notably the ROF in
relation to the political, economic and social exttof Palestine; the PA's policy
framework; the PA's national development strategy.

e The contribution of PEGASE in the improved predidity of aid flows; the
establishment of an efficient and effective politialogue framework focused on
strategic government priorities; the effectiveneSBEGASE and notably the ROF at
leveraging policy reform within the PA; the prowsiof well-coordinated technical
assistance and capacity building activities focusedtrategic government priorities;
greater harmonisation and alignment of externat&sxe.

¢ Identification of the role of PEGASE and notablye tROF in determining the
following changes: macroeconomic and budget managen®FM and procurement
systems; public policy formulation and executioogasses, including strengthened
public sector institutions; and the links betwelea government and oversight bodies
in terms of policy formulation and approval, finaic and non-financial
accountability and budget scrutiny.

* The way forward to mainstream and extend the metloggt of the PEGASE ROF to
all the sectors that will be identified in the updog EU Joint Strategy (which is
expected to be finalised in the first half of 2Qli6rluding e.g. the type and number
of indicators/targets, reporting and policy dialegnechanisms etc.

e The way and extent to which the recommendationsth& latest PEGASE
evaluation(s) were addressed.

The evaluation questions will be fine-tuned duting inception phase.
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The methodology should be based on DG NEAR's Etialu&uidé® and the Secretariat
General's guidelines on Better Regulation in thenBussion concerning conducting an
evaluation®

The evaluation team will have a free choice asomethods used to gather and analyse
information and for making the assessment, but takst account of the following:

» The evaluation must be based on recognised evatutgchniques and triangulation
methods are required;

* In addressing the evaluation questions, quantéatidicators should be sought and
used as far as possible. The Evaluation team mugpost findings and
recommendations by explaining the degree to whieksé are based on opinion,
analysis and objectively verifiable evidence. Whepgnion is the main source, the
degree of consensus and the steps taken to tegpitien should be given.

» The Contractors are invited to include an outlifieheir proposed methodology to
undertake this assignment as part of their offeclgiding comments on the scope of
the service, on the proposed methodology and tlauation questions). The final
evaluation questions and methodology for this assant will be completed and
agreed upon during the inception phase.

2.3.3 Mestings and field missionsin the West Bank and Gaza:

In order to achieve the objectives of the misstbe,evaluation team will hold meetings with
all relevant stakeholders, including the followiftigis list isnot exhaustive):

* The European Commission in Brussels (NEAR B1 any B3
» The Office of the European Union Representativéeiusalem (EUREP);

» Relevant stakeholders in the PA (Prime Ministerffsc®, line Ministries and related
institutions, agencies etc.);

* Relevant consultants/contractors ;
* Indirect and direct beneficiaries of the variousgrammes;
» Donors contributing to PEGASE DFS programmes;

» Development partners providing support to the PAded (World Bank, USAID,
DfID, etc.)

» Non-state actors (civil society, private sectogdemics etc.)

2.34 Reporting:

The evaluation team will produce amception report a comprehensiveraft evaluation
report and a comprehensi¥mal evaluation repor{including an executive summary) in line
with the EU evaluation criteriaplease refer to sections 2.4 and 4.3.

2.3.5 Presentation of findings to the EU and main stakeholders:

65 https://myintracomm.ec.europa.eu/dg/near/whatwéddégiic-planning-and-

programming/Pages/evaluation.aspx
66 http://ec.europa.eu/dgs/secretariat_general/etralddocuments_en.htm

50



Upon completion of the assignment, the evaluateamt will present the main conclusions
and recommendations of the review in the benefictauntry (Palestine) as well as at the
European Commission's headquarter (NEAR B1 and 8R)e presentations should be made
available for that purpose. The evaluation teaml wlbko produce minutes of these
workshop/dissemination events, and will include omnts and recommendations in the final
report —please refer to section 4.3.3

2.4 Required outputs

2.4.1 Inception report:

The evaluation team will produce an inception regior English) of not more than 15 pages,
which will be submitted to the EUREP no later tHahcalendar days after the start of the
assignment. The inception report should includeast the following:

» ageneral context analysis (including basic couletvel data);
 the collection of documentation and a preliminaggldreview;

* an inventory of the projects under evaluation atigrorelevant/related projects and
programmes;

* identification of the main specific features todmvered by the evaluation;

« definition of the evaluation questions, provisioinadicators, analysis strategy, sub-
guestions and information sources;

» fine-tuning of the methodological design;

» adetailed work-plan for the different phases @f ¢valuation, including the different
activities foreseen (desk review, field visits, tags/interviews with beneficiaries,
case studies, meetings with key stakeholders andl@ement partners, etc.)refer
to point 4.1 belowThe work-plan should include an overview of thentesaworking
days, including breaks and week-endse to the volatile situation in the West Bank
and Gaza Strip, the work plan has to be developed way that is flexible and
includes contingency plans. If any significant d&éein from the agreed work-plan or
schedule is perceived as creating a risk for thaliguof the evaluation, these should
be immediately discussed with EUREP.

2.4.2 Draft and final reports and Executive summary:
The evaluation team will submit:

« A draft report and a final report (in English) ind with the EU evaluation criteria —
please refer to template in Annex 1;

« An executive summary in English and Arabic.

2.4.3 Slide presentations, country notes and minutes of meetings

The evaluation team will produce slide presentatior the dissemination workshop and
presentations — refer to sectidh8.5 and 4Minutes of these meetings will be produced.

2.5 Language of the Specific Contract

The reporting language will be English.

All reports will be written in English. The Executi summary of the final report will be
submitted in English and Arabic.
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It should be noted that is likely that some Pateéati counterparts will not have a good
knowledge of the English language. Therefore, tkged will need either to have a good
knowledge and understanding of the local languagebic) or be assured of appropriate
interpretation support.

3. EXPERTS PROFILE or EXPERTISE REQUIRED

3.1 Number of requested experts per category andumber of man-days per expert

The evaluation team will consist of two expertstégary I), for a total of 40 working days
each, including 5 home-based working days (2 warkiays during the inception period and
3 working days during the reporting period).

3.2 Profile or expertise requested

Expert 1: Team Leader / Evaluation expert, category

Quialifications and skills:

- At least a Masters Degree (or equivalent) in EcanspSocial Sciences, Public or
Business Administration or at least five years wif@ssional experience in addition
to the minimum required under General Professierpérience.

General Professional Experience

- At least 12 years of experience conducting evalnatieviews/ monitoring of large-
scale donor-funded projects or programmes in arnational context;

« Expertise in macroeconomics and public finance mpement;
« Knowledge of monitoring and evaluation techniquesluding statistical analyses;
- Knowledge of institutional capacity development.

Specific professional experience:

- At least 5 years of experience working on budggtpsut, with at least one
experience related to EC budget support operations;

« Expertise in policy reforms in public finance maeagent;

« Experience in public administrative reform and/averty analysis would be an
advantage;

« Experience with the European Commission's Resudtse® Monitoring and Project
Cycle Management;

« Previous experience with the political and socioremic context of the West Bank
and Gaza Strip would be an advantage.

Other skills:
«  Excellent command of English, both orally and veritt
«  Knowledge of Arabic would be an advantage;
« Good analytical and research skills.

Expert 2: Evaluation expert, category |
Qualifications and skills:
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- At least a Masters Degree (or equivalent) in SoSelkences, Public or Business
Administration, Economics or similar, or at leasefyears of professional experience
in addition to the minimum required under Generalféssional experience.

General Professional Experience

- At least 12 years of experience conducting evalnatieviews/ monitoring of large-
scale donor-funded projects or programmes in arnational context;

« Expertise in public administration reform.
« Knowledge of monitoring and evaluation techniquesluding statistical analyses;
- Knowledge of institutional capacity development.

Specific professional experience:

« At least 5 years of experience working on budgppsut. Experience with EC budget
support operations would be a strong advantage;

« Experience in macroeconomics and public finance agament and/or poverty
analysis would be an advantage;

- Experience with the European Commission's Resudise® Monitoring and Project
Cycle Management.

« Previous experience with the political and socioremic context of the West Bank
and Gaza Strip would be an advantage.

Other skills:

« Excellent command of English, both orally and veritt
- Knowledge of Arabic would be an advantage;
« Good analytical and research skills.

4. LOCATION AND DURATION

4.1 Starting period
The indicative starting date is mid-May 2016.

4.2 Foreseen finishing period or duration

The duration of assignment is set to a maximumOoéélendar days. A total of 5 home-based
working days is foreseen.

4.3 Planning including the period for notification for placement of the staff as per art
16.4 a)

The work will be divided into the following phases:

4.3.1 Inception Phase (estimated 12 working days, including 2 home-based)

The inception phase is aimed at structuring théueti@n and will entail the outputs detailed
in Section 2.4.1. This phase will entail:

» identifying data sources, collecting available duemtation and compiling it as
required for the purpose of the evaluation;

* reviewing with the EU the key features of the eatibn, expectations, and where
required, clarifications. Kick-off meetings will ka place at the start of the
assignment with the Office of the European Unigoresentative (EUREP) and with
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the main PA counterparts (PMO and MoFP). Meetingh the relevant staff at the
European Commission's Headquarters in Brussels RNBA and NEAR B3) may
also be considered.

» establishing contact with the relevant beneficar@n stakeholders in the country
(line Ministries, development partners etc.)

The inception report will be reviewed and discussétd EUREP.

4.3.2 Data gathering, analysis and assessment phase (estimated 15 working days)

This phase of the evaluation will consist of furtidata collection, carrying-out the analysis
and formulate answers to the evaluation questigreea to in the inception report.

Applied tools for data collection and analysis wiltlude (as appropriate) interviews with
key stakeholders and related institutions, focusigs, surveys, case studies etc. The output
of these tools will be combined to ensure rigorocenclusions and operational
recommendations.

The Head of Section and Project Manager in chatgeUREP should be kept regularly
informed about the developments of each stage efpthase, as well as of any possible
difficulties encountered in the implementation o tvork-plan.

4.3.3 Reporting phase (estimated 13 working days, including 3 home-based)

This phase will be devoted to the drafting of thefdreport and final report (and executive
summaries).

The proposed template providedAnnex Ishould be used for the structure of the report. The
text of the report should be illustrated, as appatg, with maps, graphs, tables, and case
studies. The evaluation team will ensure that #seasments are objective and balanced,
affirmations are accurate and verifiable, and reoemdations are feasible and realistic. In
order to capture different perspective, the evanateam will also include inputs from local
government, private sector and civil society orgatons.

A final draft evaluation report and executive surmynshould be submitted to EUREP no
later than 7 calendar days after the end of theeafentioned assessment phase (4.3.2). The
draft report should bring together in a comprehansnanner all the collected information,
findings and conclusions formulated throughout é¢heluation process. The evaluation team
will also formulate overall conclusions, identifyessons learnt and formulate
recommendations.

The European Commission will provide its commemigtee draft report within a maximum
of 21 calendar days following the submission of riggort. The evaluation team will produce
the final draft report on the basis of the comme@ntwvided, within 7 calendar days following
the receipt of comments from the European Commisdibis work may be home-based. The
evaluation should return to the location of thagmssent (Palestine) to present the findings
of the evaluation report to the main stakehold@ise evaluators should also present the
evaluation at the European Commission's headquarBmussels:

* A workshop/seminar (estimated 50 participants) o organised in Ramallah,
Palestine to present the findings of the revievth® attention of the PA and key
national stakeholders (including development pastneon-state actors etc.) A slide
presentation and an executive summary (in EnglishAsabic) will be produced for
the event;
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» The evaluation team will present the findings o thview to EU Member States in
the EUREP premises, in East Jerusalem. A slideeptason and an executive
summary (in English) will be produced for the eyent

* The evaluation team should also present the firrdafghe evaluation to the relevant
staff at the European Commission's HeadquarteBrussels (NEAR Bl and B3).
The presentation should take pldoesitu. A slide presentation and an executive
summary (in English) will be produced for the eyent

The evaluation team will produce minutes of eachthef aforementioned workshop and
presentations, and will include relevant comments the final report. These

workshop/seminar and presentations should be hefldré the approval of the final report by
the European Commission.

Summary:

Evaluation phases Deliverables

1. Inception phase » Inception report
» Structuring of the evaluation
» Data collection

» Analysis

Estimated 18 calendar days

The inception report should not be more than 20 pages and should be
submitted to EUREP no later than 14 calendar days thigestart of
the assignment.

2. Data gathering and assessment>» Country notes

phase

» Data collection EUREP should be kept regularly informed about the develofnuér
» Verification of the hypotheses | each stage of the phase, as well as of any possibleutliéfi
Estimated 21 calendar days encountered in the implementation of the work-plan.

3. Synthesis and reporting phase | > Draft final reportand Executive summary (in English &

> Analysis Arabic) and slide presentations

> Judgements » Workshops and presentations (including minutes)

> Reporting > Final report and Executive summary (the Executive sumnvar
Estimated 41 calendar days be submitted in English and Arabic)

The proposed template provided in Annex | should be used fgr the
structure of the report. The text of the report shdnddllustrated, ag
appropriate, with maps, graphs, tables, and case studies.

4.4 Location(s) of assignment: in case of more thal location of assignment, identify
for each location the working days per expert needke

The main location of the assignment will be RanfgllRalestine. Travel within the West
Bank and to the Gaza Strip and East Jerusalembeilpart of the assignment. A 1-day
mission to the European Commission's HeadquameBsussels (Belgium) will be necessary
- please refer to section 4.3.3.

5. REPORTING

5.1 Content

 Inception report

- Draft evaluation report and executive summarplease refer to Annex 1 for the
format for the final report.

- Final evaluation report and executive summarplease refer to Annex 1 for the
format for the final report.
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5.2 Language

All reports will be written in English. The Executi summary of the final report will be
submitted in English and Arabic

5.3 Submission/comments timing

« Inception report: up to 18 calendar days from thet ®f the assignment.

- Draft final report and executive summary up tocdendar days from the start of
the assignment

«  Comments from the Commission on the draft repodt @xecutive summary: up to
67 calendar days from the start of the assignment

«  Final report and executive summary: up to 80 calemthys from the start of the
assignment.

5.4 Number of report(s) copies

All reports, except the final one, will be exclusliy submitted in electronic format, via email.
The final report (and executive summary) will béomitted in two (2) hard copies to the
Office of the European Union Representative, indalem. A CD-ROM including the copies
of all relevant documents will be included in egelper copy.

6. INCIDENTAL EXPENDITURE

6.1 Authorized items to foresee under ‘Reimbursalkef

The maximum budget for the present contra@&UsR 24,000.

The Framework Contractor will organise the smootbbitisation of the team of experts
(including travel to Palestine and the organisatibrisas). Provisions will have to be made
to cover the costs associated to the payment of:

[0 Per diems (during stay of the consultant tearhénpgiaces of assignment);

[ Trip(s) from the place of living of the expertsttee place of assignment; Trip from
the place of assignment to Brussels and trip froosgels to the place of living of the
experts;

[ Car rental/transport cost (forter-city movements only);
[0 Translation and interpretation services;

00 Dissemination workshop/seminar in Ramallah, Paes{including venue, light
refreshments and simultaneous interpretation fastimated 50 participants).

The purchase of any equipment or software will bet reimbursed. The Consultant is
expected to provide all necessary equipment artd/ac.

6.2 Tax arrangement
Taxes, including Value Added Tax are not eligible.
6.3 Others

- During contacts with stakeholders, the evaluati@amt will clearly identify
themselves as independent Consultant matlas official representative of the
European Commission.
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These Terms of Reference may be further elaborbtedhe EUREP during
briefings with the evaluation team. Attention isdn to the fact that the EUREP
reserves the right to have the reports redraftethbyconsultant as many times as
necessary to achieve an acceptable output. Firlgperelties will be applied if
schedules indicated for the submission of repattaf{ and final) are not strictly
adhered to.

The Framework Contractor will be responsible fdrsalcurity arrangements while
the experts are in the country, this being caledlan the experts’ fees. The EUREP
cannot extend its security net to experts.

The Framework Contractor is also fully responsfblevisa arrangements of experts
coming. The EUREP cannot issue invitation letterftilitate the visa process. The
administrative burden for the Contractor to seaisea for experts is included in the
experts’ fees.

The experts are responsible for their own workimgig and space such as laptop,
printing and internet connection. The Contractostmote that the EUREP cannot
offer any computer equipment for the purposes f dissignment. Further to this,
the EUREP cannot facilitate logistics like trangption or accommodation.

The Framework Contractor must take all necessamsares to ensure the visibility
of the EU. Please consulthttps://ec.europa.eu/europeaid/communication-and-
visibility-manual-eu-external-actions_en

All reports and data such as maps, diagrams, dgswispecifications, plans,

statistics, calculations, databases, software ampasting records or materials
acquired, compiled or prepared by the Contractdhénperformance of the contract
shall be the absolute property of the ContractinghArity. The Contractor shall,

upon completion of the contract, deliver all sucbcuiments and data to the
Contracting Authority. The Contractor may not retaopies of such documents and
data and shall not use them for purposes unretatélte contract without the prior

written consent of the Contracting Authority.

The Contractor shall not publish articles relatiogthe services or refer to them
when carrying out any services for others, or djeuhformation obtained from the
Contracting Authority, without the prior written meent of the Contracting
Authority.

Any results or rights thereon, including copyriginid other intellectual or industrial
property rights, obtained in performance of the @aot, shall be the absolute
property of the Contracting Authority, which mayeugpublish, assign or transfer
them as it sees fit, without geographical or otlienitation, except where

intellectual or industrial property rights alreaglyist.
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Annex |: Proposed format (i.e. layout and structuré of the Final Report

The final report should not be longer than 50 pagedditional information should be
confined to annexes.

The cover page of the report shall carry the falhgatext: “This evaluation is supported and
guided by the European Commission and presentdaaige of consulting firmThe report
does not necessarily reflect the views and opinifiise European Commission”.

The main sections of the evaluation report ar@baws:

1. EXECUTIVE SUMMARY > a tightly-drafted, to-the-point and free-standingeeutive
summary is an essential component. It should bet,sho more than three pages. It
should focus mainly on the purpose of the evalnatibe main analytical points, and
indicate the main conclusions.

2. INTRODUCTION » this section includes a short description of thegpamme and the
evaluation, providing the reader with methodologicaxplanations to gauge the
credibility of the conclusions and to acknowledgmitations or weaknesses, where
relevant.

3. ANSWERED QUESTIONS/ FINDINGS » This chapter presents the evaluation questions and
conclusive answers, together with evidence andord@ag. The organisation of the report
should be made around the responses to the ewafuatjuestions which are
systematically covering the evaluation criteria.

4. VisiBILITY » The Consultant will make an assessment of the gisjevisibility,
information and communication, and of the resulitamed in the West Bank and Gaza
Strip.

5. OVERALL ASSESSMENT » The relevant chapter has to articulate all the firgs,
conclusions and lessons in a way that reflectsrtimportance and facilitates the
reading.

6. CONCLUSIONS AND RECOMMENDATIONS

» 6.1 Conclusions:This chapter introduces the conclusions organisedusters in the
chapter in order to provide an overview of the assel subject. It features references to
the findings or to annexes. The report will include self-assessment of the
methodological limits that restrain the range oeusf certain conclusions.

» 6.2 RecommendationsRecommendations have to be linked to the conclsisithout
being a direct copy. Recommendations have to laeleon a hierarchical basis and
prioritised within the various groups of presentatiselected. Recommendations have to
be realistic, operational and pragmatic; they stbulake careful account of the
circumstances currently prevailing in the context Pegase, and of the resources
available to implement them.
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7. ANNEXES TO THE REPORT » The report will include the following annexes:

Terms of Reference of the evaluation;

Names of the evaluators and their companies (Gkisdd to one page per person);
Evaluation method: options taken, difficulties emmuigred and limitations. Tools
and analyses used;

List of persons/organisations consulted,;

Literature and documentation consulted

Technical annexes (e.g. quantitative data, surveya dand questionnaires,
statistical analyses, tables of contents and figure
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Annex Il: Quality assessment grid*

*This grid is annexed to the ToRs for informationthe Consultant

The quality of the final report will be assessedliy evaluation manager using the following

quality assessment grid where the rates have tlosvfog meaning:
1 = unacceptable = criteria mostly not fulfilledtotally absent

2 = weak = criteria partially fulfilled

3 = good = criteria mostly fulfilled

4 = very good = criteria entirely fulfilled

5 = excellent = criteria entirely fulfilled in aedr and original way

Concerning the criteria and sub-criteria below, the galuation report is
rated:

1. Meeting needs

a) Does the evaluation describe what is evaluated, includ@nterventior
logic?

b) Does the evaluation clearly cover the requested peritichef as well a
the target groups and socio-geographical areas?

¢) Has the evolution of PEGASE been taken into account ievakiation
process?

d) Does the evaluation deal with and respond to ToR regjuéshot, are
justifications given?

2. Appropriate design

a) Does the reporéxplain how the evaluation design takes stock of
rationale of the project / programme, cae$iect relationships, impact
policy context, stakeholders' interests, etc.?

b) Is the evaluation method clearly and adequately destribb enougk
detail?

c) Does the report point out the limitations, risks andemtal biase
associated with the evaluation method?

3. Reliable data

a) Is the data collection approach explained and is it eahewith the
overall evaluation design?

b) Are the sources of information clearly identifiedhe report?

c) Are the data collection tools applied in accordanchk stéandards?

d) Have the collected data been cross-checked?

60




Concerning the criteria and sub-criteria below, the galuation report is
rated:

e) Have data collection limitations and biases been iquland discussed?

4. Sound analysis

a) Is the analysis based on the collected data?

b) Is the analysis clearly focused on the most relevamise/effeg
assumptions underlying the intervention logic?

c) Is the context adequately taken into account in tlaéyais?

d) Are inputs from the most important stakeholders usedalanced way?

e) Are the limitations of the analysis identified, diseassand presented
the report, as well as the contradictions with availablewkedge, if there
are any?

5. Credible findings

a) Are the findings derived from the data and analyses?

b) Is the generalisability of findings discussed?

c) Are interpretations and extrapolations justified angported by soun
arguments?

6. Valid conclusions

a) Are the conclusions coherent and logically linked to ithdirfgs?

b) Are conclusions free of personal or partisan considers®i

7.Useful recommendations

a) Are recommendations coherent with conclusions?

b) Are recommendations operational, realisticbiased by personnel
stakeholders views and sufficiently explicit?

0]

c¢) Do the recommendations cater for the different tastgteholders of th
evaluation?

d) Where necessary, have the recommendations been clusteds
prioritised?

8.Clear report

a) Does the report include a relevant and conciseuéixecsummary?

b) Does the report clearly describe the programme being aegdlu
including its context and purpose, together with findingshef evaluation
so that information provided can easily be understood?
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c) Are specialised concepts clearly defined and msed more tha
necessary? Is there a list of acronyms?

d) Is the length of the various chapters and annexes walided?

Considering the 8 previous criteria, what is the overé quality of the
report?
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Annex 3: Evaluation Method

1. Scope of Evaluation

Table 1: Scope of Evaluation below provides a dpson of the programmes for each
cluster, key objectives, beneficiaries and contiitgudonors.

2. Approach and methodology

The assignment comprised three phases. It commeimcedid-May and is due to be
completed by the end of September. See Annex 3k\Man, below.

Phase I: Inception

The assignment commenced with an Inception PhastZBMay with two days of desk-
based preliminary review of relevant documentainmiuding:
(a) EU agreements Memorandum of Understanding (MoUgepr documents, progress
reports and evaluations;

(b) PA development policies, strategies documents &rtkp
(c) PEGASE DFS, ROF and CP progress and evaluatiomtsepo

(d) Declarations, Agreements and Guidelines in relatigood practice including Aid
Effectiveness, and Evaluations; and

(e) Donor documents and reports including analyticgores such macro-economic
forecasts and PFM assessments e.g. Public Expenéittancial Assessment.

On arrival in Palestine on 15 May, the consultaatnt attended a briefing meeting with the
EUREP in East Jerusalem to confirm the assignmesniirements, timings and deliverables.
Key introductory meetings were also held with tHd@ and MoFP. A busy schedule of
meetings with donors involved in the three clusteais been prepared and has begun to be
implemented along with the relevant PA counterpatsl these meetings are ongoing (See
Annex 3: List of Stakeholders to be consulted).tfemr meetings were held with staff from
EUREP involved in managing the three clusters. Ingmly, meetings were held with the
Head of Operations responsible for PEGASE DFS aisdtéam to confirm planning
assumptions and the methodology to be adopted gldhie evaluation, which is detailed
below:
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Annex 3 Table 1: Scope of Evaluation

Clusters Amounts Period of Content & Supporting Key Objectives and Beneficiaries Donors contributing and involved
in EUR Evaluation Contractual Documents
CSP 342M - Contribute to the payment ofe  Support the PA to maintain the functioning of th@014: EU119;92%; EUMS EUR 9M (Netherlands|3,
PEGASE DFS | EUR committed | 2014-2015 | salaries & pensions of the ciwvil administration & deliver essential basic serviceghte | Sweden 4, Luxemburg 1, Ireland 1)
261M during servants in WB& Gaza. (FA) Palestinian population. 2015: EU 115; EUMS 8,6. Sweden4+Netherlands4
(mechanism & 2014-15. +  Fulfil Oslo political objective to have an authgrieady
programme) for the future State of Palestine.
DFS/FA+ 41 VFP 392M 2014-2015 | - DFS to families in extreme  Ensure continued assistance to Palestinian famities2014:EU 36;EUMS3.8 (Spainl,Austrial.5;Ireland)
ENIs EUR giSt}UfSGd poverty through CTP (FA) need who remain dependant on financial aid from PA 2015: EU 50 ;EUMS 3.2 (Austria, Spain, Ireland)
91M uring
2014-15
EJH - DFS to cover the cost gfs Ensure that facilities of the 6 EJ Palestinian hatp| 2014:EU13;EUMS:4.8(Finland2,5,Spain2, Ireland)
EUR 2014-2015 | unpaid medical referrals to 6 remain open & medical staff continues working (&
40M Palestinian hospitals in EJ. (FA) provide services to referred patients from WB & &az| 2015:EU13;EUMS15.7(Denmark11,Finland,Italy)
The ROF Pilot phase - Pilot ROF (MoU) Appendix 4 «  Provide a more structured, coherent results-@ient- ROF covers 6 sectors under the respective |EL
Pillar 1 Fiscal to PEGASE DFS Financigl policy dialogue between the EU/MS and Palestine |(dadership in line with local EU division of Labour
consolidation & policy| None agreement (N12015/037-802) the PNDP 2014-2016) (annex1/MoU : Pillarl: EUREP Macro+PFM/MoFP+SAACB; UK
reform: Macro; PFM ; PAR 04-12/2015 + Includes a reporting set-up on Policy Dialogue arfAR)/GPC
Pillar 2: Service Delivery Performance Monitoring with Annual assessment amillar2: Education (Belgium+MoEHE) ; Health
Education ; Health; Socig annual reporting (annex 2 to MoU) (Italy+MoH) ; Social protection (Eurep+MoSD)
Protection
IS of | 25 M 09-2014/ | ENPI/2014/324-763 e LT+ST/TA to build capacity of SAACB in HR + Legal - This is the 2nd phase. Design evaluated already.
Complemen| SAACB 12-2015 Fee Contract with BDO/LLP framework for Auditing (eval period 15months) - no report made available by end of 2015
tary EU-| Phase 2
funded TAto PFM | 235000 ENPI/2015/363-265 * Assist the PA to develop, approve and (be strudttog| - DFC report Nov 2015.
programme 2014/2015 | FWC with DFC (eval. period ig implement (?) a PFM reform strategy and action plaronly relevance can be analysed (due to 2 months)
s started only 2 months!) (2016-2018). - note that several Donors offer TA on the same
10/2015 subject
Tax PAC 950 000 08-2015 | ENPI/2015/357417. 955wd LT/«  Design communication strategy & 8 campaigns -AARC inception report available Nov 2015.
/12-2015 | ST expertise over 30 months. | «  Benef: Direct & indirect tax collection Depts./MoFP
TA for CSR | 1.4M 2014-2015| ENPI/2013/329-527. Eurecng-lk  TA to civil service. CS Performance appraisal & Mgt | -3rd interim report June 2015. Report end 2015?
(PAR?) +British Cl. TA/1150wd. 30m | «  Capacity building of GPC. CS Council. CS law (3rd draft of the CS law+ CS Performance + IT)
CBto PCBS| 1.4M 2014/09- | ENP1/2012/280-370 with PCB$ «  Develop PCBS institutional capacity Contribute to ND Planning & Monitoring processes
2015 Audit by Ernst & Young. »  Develop PCBS statistical activities Last report: 8th Quarterly report (Oct. 2014).
Total 6.5M
Global PEGASE 2014-2015 « Instrument aiming at supporting implementation &fAN& Aid Effectiveness
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Phase Il: Data gathering and assessment

Phase Il commenced on 26 May, along with the cotimpleof the Inception Report. This Phase,
which will be based on the approved Inception Repod evaluation questions, is the core of the
assessment and the approach is guided by the noéblggddescribed here and by the Work plan (See
Annex 2: Work plan).

The document review continued throughout Phases Ifuather documents and recent data was
received as a result of stakeholder interviews.nAahmethods was to be employed including:
(a) An update of progress on recommendations of PEGA&Hation 2011-13

(b) A Field trips to Nablus (selected due to its wadlrdloped CSO Social Protection sector that
had been recipients of a recent CP supported bitA8 to focus on VPF and the CTP;

(c) Bi-lateral and small group interviews with key sthklders (See Annex 2. Key stakeholders
to be interviewed) included:

* Ongoing consultation with EUREP in East Jerusalsmequired;

e The PA including PMO, MoFP, Monitoring and EvalaatiGeneral Secretariat of Cabinet
Office, and the 6 sectors’ agencies involved in ROF

* Direct and indirect stakeholders: DFS PEGASE PAckeiaries;
e PA, donor stakeholders, and TA implementation t&4msolved in CP;

e Focus group of CSOs regarding DFS components andR@F (and private sector and
academic institutions if possible); and

« EU (DG NEAR B1 and B3) in addition to the briefihgld during the Inception Phase, as
required).

The Phase concluded with the submission of Coudtites to EUREP on 19June of key meetings
held with PMO, MoFP, and Field visits. The EvaloatiConsultant Team left Ramallah on 15 June
2016.

Phase Ill: Synthesis and reporting

This phase consisted of 14 days of intensive agthy each consultant, including report writing twi
four days home based and a second mission toelde ¥hich has undertaken in November 2016; de-
briefing and presentations (using a PowerPointgmtasion and a draft Executive Summary in English
and Arabic) to the following stakeholders:

v' De-briefing EUREP on commencement and completicdhefield mission;

v" Presentation and discussion of conclusions andme®ndations to a multi-stakeholder
workshop (including EUREP, PA (including PMO whaokd part of the workshop; MoFP
who co-chaired along with EUREP), key donors, arffiOCrepresentatives held at the

67 Social protection System Partnership Planning@eicity Building, implemented by GOPA Consultants
% TA implementation teams will be met where possiblevever as the TA is delivered on an intermitteasis, they may
not be in the field during the mission dates
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Palestine Public Finance Institute in Ramallahe(8anex 9 for Workshop Agenda, Notes,
List of Workshop Participants and Presentationd an

v" Presentation and discussion of conclusions andmeendations to a meeting of EUMS
Heads of Cooperation.

This Draft Evaluation Report was delivered to tHeREP on 18 July 2016. It follows the format
contained in Annex 1 of the ToR. It will also bedlity Assured by the Consortium Team to ensure
compliance with the quality assessment grid in Anihef the ToR. Comments by EUREP, DPs and
the PA were received on 2©ctober 2016 and the redrafted Final Report wasnitted to EUREP
on 16" November 2016 along with a draft Executive Sumniarrabic.

The Final Draft Report, reflecting feedback frone tBUREP, again with an Executive Summary (in
English and Arabic), will be prepared. The repafgng with minutes of meetings held during the
Synthesis and Reporting Phase will be sent to thieEP according to the ToRs, within 80 days of the
commencement of the assignment.

The timing during this phase is tight, particulathe period subsequent to the receipt of comments
from the EUREP on the Draft Evaluation Report wtika consultant team finalises the report;
delivers presentations of findings to stakeholdiensng a final on-site four day period in Palestine
late November; and prepares workshop minuteswitiin a seven-day calendar period before finally
submitting to EUREP.

3. Assumptions and key questions

The key Evaluation Questions are contained withabl@ 3: Approach to mapping and focus of
Evaluation Questions. The approach has been bas#ikemast evaluation of PEGASE (2011-2013)
and the assumptions discussed in several meetiiigstive EUREP; the evaluation team identified
which of the 5 OECD/DAC criteria are relevant (amklich are not applicable) for the evaluation of
the respective clusters and their programmes.

The scope of evaluation and the evaluation questimre presented and discussed in detail with the
EUREP®. Several assumptions have been reflected in T2bhpproach to mapping and focus of
Evaluation Questions’ below:
v' Since the relevance of the design and quality ef BEGASE DFS mechanism has not
changed since the previous evalualipithese criteria will not be reviewed for 2014-15.
Conclusions on relevance-quality remain valid;

v" Due to the political nature of DFS, sustainabildgteria are not relevant for technical
evaluation (in the sense that technical sustaityalibes not apply to political decisions);

v In the previous evaluation 2011-2013 (DFS & CP)raped by the EUREP, Impact and
Sustainability criteria were ‘merged’ and in praetithat evaluation did not actually review
sustainability;

69 Meeting of Friday 3 June
70 Evaluation of the Palestinian-European Socio-EntindVlanagement Assistance Mechanism (PEGASE) Pmugemes
of Support to the Recurre@osts of the Palestinian Authority (2011-2013) @FiReport, EPRD, March 2015
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v" The evaluation has focused on the design of theaDBsheir overall fit with the needs of

the institutions to support them to achieve theiorfly objectives. Such time-limited TA
support is more appropriately evaluated through ehdCP impact evaluation where
technical capacity development results are assessed

The CP were developed before the Pilot ROF andad@equentially link with it, although
they clearly support institutions that are key play This aspect of sustainability of CP in
relation to the Pilot ROF was discussed with theREB during this mission’s Inception
Phase and the evaluation questions were agreetheFRuore, the assumptions in relation to
the Pilot and Future ROF explained in Annex 7.3alkation Method.

The detail of Table 3: Approach to mapping and $ocfi Evaluation Questions is explained as

follows:

e The detailed results of the criteria to be revievi@deach cluster and programme are indicated in
column 4.

* The key evaluation questions are formulated inrool®, based on the approach to mapping of the
criteria to review for each cluster and programasepreviously explained.

e There are 18 evaluation questions:

0 Five principal evaluation questions for the DFSgpamnme (P1 to P5)
0 Four evaluation questions for the ROF (R1 to R4)

0 Six evaluation questions for the Complementary Ruognes (one per programme plus a
global one)

0 Three evaluation questions for the global assessofiétEGASE DFS.

4. ROF Evaluation Questions

The Pilot ROF 2015 was formally established in arMdeandum of Understandifigsigned between
the European Commission and the PA’s Prime Minigte5 March 2015, for the period 1/04/2015
until 31/12/2015. The MoU states clearly the fraragkwunder which the pilot RoF is established:

The EU and its EUMS are progressing towards EUt Jriogramming in Palestine, expected
to start in 2017 to enhance consistency and avaghfentation of efforts;

The EU acts on the basis of the EU LDS which defirling EU operational priorities and
EU/MS division of labour in Palestine that incluti®@ EU/MS Sector Strategy fiches in line
with the PNDP 2014-16;

Within this context (and in accordance with recomdsdions provided by the EU Court of
Auditors performance audit in December 2013 and ¢keernal evaluation of the EU

cooperation with Palestine (July 2014) the EU/MS$arked on a shift of PEGASE DFS - that
will stay unconditional and earmarked- towards estit oriented approach” that will allow a
more structured, coherent results-oriented polialodue between the EU/MS and Palestine.

"t is set as appendix 4 to the PEGASE DFS Fin&agigeement (N12015/037-802). It is named “the PEBADFS Result
oriented Framework Pilot Phase April-December 2015”
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Under this framework the EU and the PA jointly agten the two annexes that complement the MoU
and part of the agreement. Annex 1: The ROF itggtfil-Dec. 2015); and Annex 2: The policy
dialogue, performance monitoring and reportinguget-Complementarity was to be sought with EU
support to UNRWA as well as synergies for the gscéso covered by the WB PRDP trust fund. As
this process was anchored with the EU joint prognarg exercise, additional sectors were expected
to be added to the ROF in 2016.

The pilot ROF covers 6 sectors (selected amondlLéeector strategy fiches that cover the PNDP
2014-16) under two pillars, and the respective Ebdérship in line with EUMS local division of
Labour in Palestine. The Pilot ROF 2015, as showthe table below, covers 6 sectors led by 4
EUMS with 7 counterparts PA institutions. It setsttl3 Priorities for 2015, monitored through 24
indicators distributed equally amongst the twoapill However, the rationale behind the selection of
the six sectors among the 16 sector fiches andeleetion of the 13 priorities within the six sesto
was not explained/formulated in the ROF.

There are two important overarching assumptionghin ROF: (i) Israel respects its Oslo/Paris
agreements commitments, notably in terms of trargf€R: Israel will release the CR withheld since
December 2014 and will resume their transfer t@ft@é? on a regular monthly basis with normal
deductions. This will enable Palestine to meetliiigations and deliver its services to the Palest
people; and (ii) A conducive political environmemid the necessary donor support which will enable
Palestine to progress in its reform agenda, anabhotn relation to its public administration refior
Policy dialogue, performance monitoring and repgrset-up

Policy dialogue SetupThe EU lead donors would conduct sector-levelriguly meetings with the
relevant counterparts to follow-up on latest depaients and indicators. Progress could have been
discussed in the relevant Sector Working Grouphfwithe LDF/LACS structure).

The EU (EUREP) and the Prime Minister's Office wireco-chair the EU-Palestine bi-annual high
level policy dialogue (July/January) where progressl challenges on the overall RoF will be
discussed, and indicators/targets/milestones \gilldviewed. The EU and the PA were also to take
stock of progress in the EU-PA ENP meetings.

Monitoring and Evaluation Mechanismn annual assessment was to take place covédraguerall
RoF. An external evaluation was to take place astlevery two years covering the whole PEGASE
Direct Financial Support. Consultations with cisdciety were to be organised regularly, and at leas
once a year.

Reporting SetupThe EUREP was to lead the production of an AnmRegbort covering the overall
results-oriented framework, with the inputs of eaelevant EU sector lead. This report was to be
shared with Palestine.

Capacity Development — Complementary activitidse EU/MS was to take into account the Capacity
Development needs in relation to the implementatainthe Results-Oriented Framework, in
coordination with the other relevant donors.

2 Quoted from the ROF/MoU and the TORs of the ewtidnamission. This designation shall not be coredras recognition
of a State of Palestine and is without prejudicth&individual positions of the Member Stateshia tssue.
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The objectives of the Pilot ROF have been assefsistly in relation to support of EUMS policy
dialogue with PA on key areas; and secondly ashtether they promotes aid effectiveness and the
ROF approach has been imbedded in the PA system.t&dhnical design of the ROF has been
reviewed principally in terms of SMARTness (beingeSific, Measurable, Achievable, Realistic,
Timely) and fit for purpose, including formats amtlicators. The pilot process has also been
examined in regard to:

(a) Whether the rationale of selected indicators armgeta matched the priorities of PNDP 2014-

16:

(b) The institutional arrangements between the PA, EUMS other donors to organise and
undertake the policy dialogue with regard to PN friorities;

(c) Consistency of approach across sectors; PNDP-M&ERODF reporting systems; and

(d) The results of the ROF through: (i) analysis ofrtgrdy and annual reports foreseen in the
MoU; and (ii) assessment of policy dialogue resthitsugh examination of the minutes of the
EU-Palestine bi-annual high level policy dialogueatings.

Policy dialogue, performance monitoring and repgrset-up

Policy dialogue SetupThe EU lead donors would conduct sector-levelrtguly meetings with the
relevant counterparts to follow-up on latest depaients and indicators. Progress could have been
discussed in the relevant Sector Working Grouphfwithe LDF/LACS structure).

The EU (EUREP) and the Prime Minister's Office wireco-chair the EU-Palestine bi-annual high
level policy dialogue (July/January) where progressl challenges on the overall RoF will be
discussed, and indicators/targets/milestones \gilldviewed. The EU and the PA were also to take
stock of progress in the EU-PA ENP meetings.

Monitoring and Evaluation MechanisrAn annual assessment was to take place covdrengwverall
RoF. An external evaluation was to take place atlevery two years covering the whole PEGASE
Direct Financial Support. Consultations with cisdciety were to be organised regularly, and at leas
once a year.

Reporting SetupThe EUREP was to lead the production of an AnrRegbort covering the overall
results-oriented framework, with the inputs of eaelevant EU sector lead. This report was to be
shared with Palestine.

Capacity Development — Complementary activitidse EU/MS was to take into account the Capacity
Development needs in relation to the implementatainthe Results-Oriented Framework, in
coordination with the other relevant donors.

Four evaluation questions (R1 to R4 below) wereeedwith EUREP for the pilot ROF during the
inception phase of the evaluation mission.

The objectives of the Pilot ROF have been assefiistly in relation to support of EUMS policy

dialogue with PA on key areas; and secondly asltether they promotes aid effectiveness and the
ROF approach has been imbedded in the PA system.
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Annex 3 Table 2: Summary content of the pilot ROE®

Pillars Sectors Lead & RoF 2015 Priorities & Indicators Indicators (targets are set for 2015 with baseline&
Counterpart milestones).
Macroeconomic L: EUREP Priority 1: Fiscal consolidation and sustainability? | 1. Increased domestic revenues Nominal Terms by5%
Support/fiscal | C: MoFP indicators) 2. Decreased Net lending value in NT at least 20%
outlook Priority 2: Macroeconomic Stability (1 indicator) 3. Strengthen Public debt management/Decreasesitethe
P1: Fiscall (3indicators) private sector by USD 100 M.
consolidation| Public Finance L EUREP Priority 1: Strengthened transparency and integoty 1. 2011 Financial statements published; 2012 adidite
and policy| Management | Cs: MoFP &| public funds. 4 indicators 2. Accounting/reporting systems of arrears pubtishe
reforms (6 indicators) SAACB Priority 2: Strengthened oversight & accountabildf/| 3. Comprehensive PFM strategy adopted
public funds. 2 indicators 4. Audit committee appointed & functional
5. SAACB in line with INTOSAI best practices
3 Sectors 6. Public oversight of budget preparation and etieouis
6 Priorities systematised; 3 milestones.
12 indicators| Public L: UK Priority 1  Addressing the division betwei| 1. National Consensus Government owned 'roadmap' ed
Administration | Cs: PMO and administrative systems in the West Bank and Gazparid implementable (3 milestones)
Reform GPC indicator 2. Pilot implementation plan for Health & Educatiadopted
(3 indicators) Priority 2: Rationalisation and reform of the cisérvice| & implementation started
covering both West Bank and Gaza (including figcal Pre-2007 employees' all integrated in payroll
sustainability and improved service delivery follog a
clear and transparent process). 2 indicators
Education L: Belgium Priority 1: Curriculum Reform. 1 indicator 1. Framework Curriculum reform G 1-12 adopted
3 Priorities C: MoEHE Priority 2: Management Reform: 1 indicator 2. New organisational model developed & adopted
3 Indicators Priority 3: Quality of school infrastructure: ldicator 3. % of enabling classrooms meeting nat. standards
P2: Service| Healtt L: Italy Priority 1: To prevent and control N-communicable| 1. 50% of PHC Units (13 D) implement the F
delivery 2 Priorities C: MoH Diseases (NCDs) through health protection ar2dLegislation on Tobacco & Food published
4 Indicators promotion as well as improved diseases managem&nNumber of Mammography screening (+10%)
especially at a primary care level. 3 indicators 4. N° of cases referred to Israeli hospitals (-10%)
3 Sectors Priority 2: Reduction of MoH expenditures due |to
7 Priorities patients’ referral.1 indicator
12 Indicators| Social EUREP Priority 1. Regular and predictable payments of sa| 1. 80% of CTP beneficiaries meet the F
protection MoSD- as| allowances to Palestinians living in extreme paowent | 2. Predictability and regularity of CTP payments
2 Priorities counterpart the West Bank and Gaza who are registered in tHe. CB. 10000 CTP households re-certified per year
5 Indicators (4 indicators) 4. PA contributes > 50% to the annual CTP cost
Priority 2: The caseload of CTP beneficiaries dfaesh | 5."exit strategy" for CTP households not meeting BMT
as poor/vulnerable (i.e. not meeting PMT critefiayiteria is developed
decreases (1 indicator)
2 Pillars 6 Sectors 4Lls; 7Cs 13 Priorities. 24 Indicators
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Annex 3 Table 3: Approach to mapping and focuswal&ation Questions

Clusters Budget Period of Evaluation Criteria Assumptions: Evaluation Questions and assumptions
Contributi Evaluation a3 o o — o | Ln previous evaluation 2011-2013 (DFS & CP) appd by EUREP- Impact & Sustainability criteria eenerged.
onin EUR Se = F .g £ | As design remains the same for DFS, conclusionelerance-quality remain valid.
5 g %- % 2 5 2. Due to the political nature of DFS, Sustaitighériteria are not relevant for technical evaioa.
- >
IR
3 = 7] =3
=
PEGASE CSP 342 M 2014-2015 Done . v n/a P1.a) Is the PEGASE CSP mechanism efficient
DFS 261ME€ committed . b) Does it enable fund flows to be delivered andsii by PA, provide the PA with sufficient flexilyiito face
_ during PA budget variations, and reduce the deficit?
(mechanis | VFP 2014-15. | 2014-2015 | Done v v v | ¢) Do alltargeted eligible Civil Servants and pensisreceive their salaries and pensions on time?
m and 91Me 392M - d) Is the PEGASE DFS CSP funding mechanism suffigiesithplified and conducive to unified PA managerfe|
programme["EJjH disbursed [2014-2015 | Done v v | nia
s) 40ME during . P2.a) Is the PEGASE DFS mechanism effective?
2014-15 b) Does it keep the PA and its Civil Servants accdulatéo deliver the basic services?
c) Does it support the PA’s reform agenda?
P3.a) Is the VFP mechanism efficient, effective] anpactful?
b) Does support to VPF through the CTP contriboteustained Social Services delivery?
P4.a) Is the PEGASE DFS support to EJH mechanifioiesit and effective in reducing arrears?
b) Does PEGASE DFS support to EJH promote a sound Ngdral policy?
c) Has PEGASE DFS support to EJH contributed to imipgthe level and quality of services by EJH an
does it promote the sustainability of EJH?
P5. Is the PEGASE DSF mechanism deemed securepleaiand transparent by EUMS?
The ROF pilot phase 04-12/2015 v v | nla 4 R1: Is the pilot ROF relevant, appropriate and we8igned, In relation to its set goals?
(ROF objectives) R2: Is the pilot ROF efficient in meeting the goafsstructuring the policy dialogue between the &id PA on the
Pillar 1: 3 Reforms None NPA 2014-167
12 indicators R3: Is the ROF effective: are the indicators amgets SMART? Is it properly & jointly reported, dysed & used
for policy dialogue?
Pillar 2: Service Delivery R4: Is the pilot ROF sustainable: can it generatdve towards a PA framework for M&E of the NPA aguide
3 sectors: 12 Indicators joint policy dialogue with DPs (consistently witHPB reporting requirements)?
Compleme | IS of SAACB 25M 09-2014/ Done . CP1: Is the CP efficient, effective against its objees and does it allow SAACB to meet ROF targets?
ntary EU phase 2 12-2015 CP2: Is the CP relevant to allow MoFP to meet ROFdatbr target on PFM?
funded TA to PFM 235 000 10-12/2015 v v CP3: Is the CP relevant?
programme n/a CP4: Is the CP relevant, efficient and effective towlthe PA to meet ROF targets on PAR?
s Tax PAC 950 000 08-2015 v CP5: Is the CP efficient and effective? (its desigrswaiready evaluated before)
/12-2015 CP6: Global effectiveness and impact: have the 5 G lggobally sufficient to effect fiscal consolidaiiand PAR?
TA for CSR 14 M 2014-2015 v ) Are they sufficient to develop the overall capacfyPA stakeholders involved in the managemenhefiilot ROF
CB to PCBS 14 M 2014/9- Done . (LMs, MoFP, SAACB, GPC, PMO, M&E, PC, et.al)? Wisatputs/results have they achieved? Are they apiatep
2015 in relation to support provided by other donors@ #e results sustainable in the medium term?

Global Assessment PEGASE

(Instrument aims to support implementation of NDAA&I Effectiveness)

G1: Is the overall setting conducive to a EuropBatategy EJS and response to support NPA?
G2: Is the setting conducive to EUMS complemengaiogramming, aligned to NPA 2017-22?

G3: Is the setting conducive to donors’ Aid Effeetiess?
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The technical design of the ROF has been reviewigtipally in terms of SMARThess (being
Specific, Measurable, Achievable, Realistic, Timeiyd fit for purpose, including formats and
indicators. The pilot process has also been exahimeegard to:
(&) Whether the rationale of selected indicators angeta matched the priorities of PNDP
2014-16:

(b) The institutional arrangements between the PA, El& other donors to organise and
undertake the policy dialogue with regard to PN@K griorities;

(c) Consistency of approach across sectors; PNDP-M&ERDF reporting systems; and
(d) Policy dialogue, performance monitoring and repgrset-up.

Policy Dialogue SetupThe EU lead donors would conduct sector-levelriguly meetings with
the relevant counterparts to follow-up on latestali@oments and indicators. Progress could have
been discussed in the relevant Sector Working G(atthin the LDF/LACS structure).

The EU (EUREP) and the Prime Minister's Office wireco-chair the EU-Palestine bi-annual
high level policy dialogue (July/January) wheregrass and challenges on the overall RoF will
be discussed, and indicators/targets/milestonddwiteviewed. The EU and the PA were also to
take stock of progress in the EU-PA ENP meetings.

Monitoring and Evaluation Mechanismn annual assessment was to take place covehnimg t
overall RoF. An external evaluation was to takeelat least every two years covering the whole
PEGASE Direct Financial Support. Consultations wiikil society were to be organised
regularly, and at least once a year.

Reporting SetupThe EUREP was to lead the production of an AnrfR@port covering the
overall results-oriented framework, with the inpafseach relevant EU sector lead. This report
was to be shared with Palestine.

Capacity Development — Complementary activititse EU/MS was to take into account the
Capacity Development needs in relation to the imgletation of the Results-Oriented
Framework, in coordination with the other relevdanhors.

Four evaluation questions (R1 to R4 below) wereadywith EUREP for the pilot ROF during
the inception phase of the evaluation mission.

The objectives of the Pilot ROF have been assdasdg in relation to support of EUMS policy
dialogue with PA on key areas; and secondly ashether they promotes aid effectiveness and
the ROF approach has been imbedded in the PA system

The technical design of the ROF has been reviewitipally in terms of SMARTness (being
Specific, Measurable, Achievable, Realistic, Timeind fit for purpose, including formats and
indicators. The pilot process has also been exahimeegard to:
(a) Whether the rationale of selected indicators angeta matched the priorities of PNDP
2014-16:
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(b) The institutional arrangements between the PA, El& other donors to organise and
undertake the policy dialogue with regard to PN@k griorities;

(c) Consistency of approach across sectors; PNDP-M&ERDF reporting systems;

(d) The results of the ROF through: (i) Analysis of qedy and annual reports foreseen in
the MoU; and (ii) Assessment of policy dialogueutts through examination of the
minutes of the EU-Palestine bi-annual high levedigyalialogue meetings.

5. PEGASE DFS

The PEGASE DFS is a mechanism to disburse fundapport the recurrent expenditures of the
PA. The evaluation will seek to validate effectigea of the mechanisms. It will assess, to the
extent possible, whether sub-objectives of the DAS;, and EJH were met during 2014-2015.
The consultant team will consider potential apphescto: (i) creating incentives towards

improved service delivery of PA central ministraasd agencies, and (ii) promoting PA reforms,
that demonstrate results in terms of a modernigdadirastration with strengthened effectiveness
in covering citizen’s needs within the context ofrent political constraints.

6. ROF
6.1. Pilot ROF

The Pilot ROF has been a tool through which theEEIMS and the PA have agreed on targets
and undertaken monitoring of achievements of PArma$, in order to support a better-structured
and more coherent policy dialogue. The Pilot RORoisdirectly linked to PEGASE DFS: i.e. the

Pilot ROF was not established in tandem with PEGASES funding mechanism and does not
have direct linkages with its three key componelttis also not intended to be a framework for
PEGASE DFS conditionalities, although these magdresidered in future.

The EU has indicated that the Pilot ROF is a tezdininstrument to promote policy dialogue;
joint programing between EU and EUMS; and bettgnahent with PA policy reforms. The EU
has indicated that the definition of ‘policy dialgg is broader than ‘discussions about policy’: it
also includes supporting the PA to: prioritise fecestablish policy targets and focus on results in
regards to its PNPA. It seeks to help the EURERetstdnd PA'’s reform and activities; provide
capacity development assistance; and fill techrjegl required by the PA.

The Pilot ROF evaluation will cover the period Apad December 2015. The EUREP and the PA
extended the Pilot ROF to the end of 2016 to alloare time to take stock of its achievements
and lessons learnt during 2015, as well as betign avith the EJS and PNPA — which are
expected to be available by mid and the end of 283pectively, and implemented in 2017. The
October to December 2015 last quarter’s Pilot R@égess report and Annual Report were
made available to the evaluation mission in earlyed The following objectives of the Pilot ROF
were assessed firstly to support EUMS policy diatogvith PA on key areas; and secondly to
promote aid effectiveness and consider whetheRtBE approach is imbedded in the PA system.
The technical design of the ROF was be reviewedcpally in terms of SMARTness (being
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Specific, Measurable, Achievable, Realistic, Timednd fit for purpose, including formats and
indicators. The pilot process was also examinaegard to:
a) whether the rationale of selected indicators angleta matched the priorities of the
PNDP 2014-16:

b) The Institutional arrangements between the PA, EWW& other donors to organise
and undertake the policy dialogue with regard t®PNkey priorities;

c) Consistency of approach across sectors; PNDP-M&ERDF reporting systems;

d) The results of the ROF through: (i) Analysis of dedy and annual reports foreseen
in the MoU; (ii) Assessment of policy dialogue rksuhrough examination of the
minutes of the EU-Palestine bi-annual High levdigyadialogue meetings.

6.2.Future ROF

This evaluation’s recommendations will inform thayforward for the Future ROF, with options
to be considered by the EU and the PA. The ideshato would be for the Future ROF to be
based on PNPA priorities, fully integrated withimtPNPA, owned by PA, and adapted for
policy dialogue with donors. However the PA facearge of challenges that currently prevent it
from achieving these optimal planning arrangemantsperformance management.

The European Joint Strategy (EJS) is a result efBEWREP’s Joint Programming Approach

(JPA) with EUMS, which is an integrated framewookdesign, implement and monitor the EU

and EUMS’s financial support to PA, in responséht® PA’s PNPA. The Future ROF will be a

tool/component to inform and monitor the EJS. TH& Hncluding the future ROF, are aiming to

fit with the timings of the PNPA commencing in 20The scenario ‘If the PNPA is not in place

by 2017’ will be considered in relation to how tNew ROF could be then used and adjusted in
these circumstances.

The consultant team has made recommendations éofFtiure ROF. These include how to
transition from the Pilot ROF to the Future RORhe context of the PNPA and its sector plans.
The question of how the PEGASE DFS components & rocesses could be more integrated
and aligned will be addressed; along with constitenathat EUMS and PNPA planning,
monitoring and evaluation systems are aiming tallgmed if not integrated.

7. Complementary Programmes

The objective of the CP is to support the capaoftyPA institutions to design and implement
reforms. The evaluation will assess how the CP wef;ed and whether their scope and focus
are fit for purpose and realistic. The team wilhswler how the CP fit with other EUREP CP,
donor support and PA activity within sector. Figalecommendations for future CP scope and
focus in relation to PA reforms and Future ROF wdlpresented.
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8. Difficulties encountered and limitations

During Stage II: Data Gathering and Assessmentetivere a number of delays in obtaining the
information and finalising decisions required duethe nature and tight timescales of the
mission. Delays were as follows:

a) The approval of the Inception Report has been édlay

b) Key elements (the pilot ROF"4uarterly report and annual report 2015) wereawailable
until the final week of the mission, and much neMormation has emerged due to the
extension of the ROF; and

c) Consultations with various partners and PA courmgspwere conducted as a first round,
much before the evaluation questions were discudgedo the short period allowed for pre-
onsite desk based work. This required additionadtmgs with stakeholders to be held with
more focused discussions on priority questions.

One of the objectives of the ROF is for it to bigra¢d with the PNPA. The first stage of the NPA
involved the PA (PMO) preparing a matrix of keyqpities. The process of preparing the sector
plans and producing a finalised and costed NPA wualke several months (including:
development and issuance of guidelines for sectfirst draft sector plans, discussion,
consolidation, prioritisation in relation to therdw support, budget planning, development of
M&E framework and so on). Consequently it would é&een more opportune to wait until PMO
and line ministries to have had the opportunityatdeast prepare their first draft proposals and
route map for finalising the NPA, before undertakithe Evaluation Mission. The consultant
team could then have added more value to the desigre Future ROF in relation to assessing
its alignment with the NPA and the national M&Erfrework, once the NPA process had been
further advanced in September/October 2016. Thesaggent of the Pilot ROF only covered the
period up to the end of 2015 and not the 2016 exterperiod. Therefore the consultant team did
not take into account any developments during 201bthus the assessment is incomplete.

The review of CP could only be undertaken at a Sigo level due to time constraints as well as
the lack of information available regarding: the ANpreparatory route-map, sector content, and
associated capacity development needs.

Stage 1l involved the preparation of the Draft &irReport, which allowed 3 home-based
working days. This was a gross under-estimatiotheftime required to prepare a report with
such a broad scope and complexity of the issud¢gdaired analysis. It did not allow time for
the consultant team to fully discuss the conclusiamd recommendations and extra time,
additional to the assignment days, were deployethéyconsultant team to ensure the quality of
analysis and the overall report.

The Evaluation Mission will be completed with a @ed on-site period of only 4 working days,
principally devoted to a final reporting to EURERPUUMS and PA beneficiaries with a multi-
stakeholder workshop completing the evaluation imissThis constricts the time to incorporate
the comments of the EUREP and stakeholders receiwgdg the second on-site mission.
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Annex 4: PEGASE DFS EU budget and EUMS donor contributions

Austria * 1.25 1.50 1.50 1.25 1.50 1.50
Denmark 10.06 10.71 10.06 10.71
Finland 2.00 2.50 4.00 2.00 2.50 4.00
Ireland 1.00 1.00 0.30 0.50 0.50 0.70 1.50 501. | 1.00
Italy 1.00 1.00 1.00 1.00
Luxembourg* 0.70 1.00 0.70 1.00
Netherlands *a 5.50 3.00 4.00 5.50 3.00 4.00
Portugal 0.025 0.025
Spain 1.80 1.00 1.80 1.00
Sweden 4.68 4.31 431 4.68 431 431

3 * Contributions to EU budget as assigned revelfliemnsfer Agreement)

*a Fund contribution from 2008-2013 includes Eurs Million earmarked for payment of salaries to iCiv

Police/Defence of PA

*b The VFP contribution in 2015 included €10 milli@armarked to provide cash assistance to housepaltéd down into poverty as a result of the Jiulg/2014

hostilities in Gaza



Annex 5: Complementary Programmes: Answered Questions and
Findings

The evaluation assessed how the CP were definethether their scope and focus were fit for
purpose and realistic The consulting team consiblboev the CP fitted with other EUREP CPs,
donor support and PA activity within sector. Keyakation questions have been posed for each
of the CP and will now be addressed in turn.

5.1 CP1: Institutional Strengthening of the State Audit and Administrative Control Bureau

The SAACB comprises 155 staff afhich over half (88) are auditors, and is operationathia
West Bank but its office in Gaza is currently clibsks core functions are to financially audit the
PA’s Annual Financial Statements (AFS) and PA @djtpublic commercial enterprises and
NGOs. It also undertakes compliance audits agdéugslative requirements and performance
audits of PA funded institutions and NGOs. Its wirlorganised through a Strategic Plan 2012-
2016 with its mission being to become an autononamuakting body in line with the International
Organisation of Supreme Audit Institutions (INTO$Atandards for Supreme Audit Institutions.
The first phase of the CP (2010-2013) to instindidy strengthen the SAACB focused on
assessing the gaps between the existing legisl&veework and the INTOSAI standards. A
new audit law was drafted and its third readingusently under process. As part of the process
the SAACB was restructured and received capacigldement training and support.

QC1. Is the Complementary Programme efficient, anceffective against its objectives and
does it allow the State Audit and Administrative Catrol Bureau to meet ROF targets?

This second phase of the CP commenced in Septe2fthdrand is due to be completed in March
2017 with a budget of €2,499,880. The beneficiarthe SAACB and TA is being provided by
PKF (UK) LLP. This second phase of the CP is adalgprogression from the first phase. The
focus is on how to implement the new audit law eméhcrease SAACB’s public outreach. The
CP has two key objectives, firstly to continue &nforce the SAACB’s competence to meet
INTOSAI international standards and best practiveugh a range of training; and secondly to
reinforce SAACB'’s institutional, legal and regulatdrameworks.*

Good progress is being made in relation to findncimpliance and performance audit training.
However the new audit law has not been finally prlgated as yet and this has resulted in delays
in the implementation of policies, regulations, ggdures and standards along with operational
ways of working. SAACB has implemented its orgamd®l review, which was based on

"4 Service Contract for European Union External AwsioNo. ENPI2013/324-763 Institutional Strengthgnai the
State Audit and Administrative Control Bureau
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recommendations from Phase | of the CP. Arrangesrteate also been put in place to follow-up
on audits. However SAACB did note that the on-goieak capacity of MOFP’s Internal Audit
(IA) hampers their ability to effectively follow-ypas actions are required by IA to enable
progress? Effective progress in relation to PFM coordinatioms also been diminished by the
fragmented approach to PFM that is evidenced withifrP and this aspect is explained further
in relation to the CP2 below that provides TA te BA in PFM Reforms.

SAACB considers their CP and associated TA expeei¢na be extremely positive. They attribute
this to a number of factors including: having comeer with a needs assessment; having
determined their own priorities; having a ToR thstflexible; being in the ‘driving seat’
throughout the process; and receiving TA suppodmfrArab speaking consultants who
understand their cultural context and ways of wagki SAACB is currently considering
requesting a non-financial extension of the TA supo focus on fraud and forensic audit. The
organisation reported that the CP has demonstrasedts through the improvement in the quality
of their reports and the successful transition dopéion of INTOSAI standards. Relationships
with their audited counterparts within the PA hawproved. For example in relation to Internal
Audit there had been some confusion in roles amdutih joint workshops, clarity has been
achieved. Now when audit reports are requested Ionihey are received without delay, as
there is understanding by both parties about ttaie responsibilities and requirements. A study
tour to Malaysia resulted in a general MoU haviegt agreed whereby support is provided on a
needs-basis. Overall SAACB perceives their staldgrelhave more trust in them as a competent
organisation and their auditing of the WB Grantislemces this.

Three key donors in addition to the EU support SBAGweden, WB and USAID. Since a study
tour to the Swedish National Audit Office (SNAOptoplace during Phase | of the CP, a long-
term relationship has been established between twém a focus on environment policy
performance audit. The WB has provided short-teraining to develop a Performance
Measurement Framework to assess others in preparfr becoming the external auditor for
WB Grants in the occupied Palestinian territory AU has provided training in Public Relations
through the use of social media. USAID also intetwlprovide training in the audit of office
furniture and equipment procurement.

The SAACB considers that it requires both capitaddet support to buy capital items as well as
ongoing capacity development support: the needbraer than training requirements. In terms
of future support the SAACB is looking to strengthies competencies through increasing the
number of auditors who have are international 6uation (for example, Certified Business
Accountants (CBA) and Certified Management Accontsg§CMA)).

"Institutional Strengthening of the State Audit aidministrative Control Bureau, Periodical
Report, PKF (UK) LLP, 21 January — 20 May 2015
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5.2 CP2: Technical Assistance to the Palestinian Authority in Public Financial Management
Reforms
QC2. Is the CP relevant to allow MoFP to meet tlé¥Rndicator targets on PFM?
The CP commenced in October 2015 and is due timpleted in April 2017 with a budget of
€235,587. The beneficiary is the MoFP and DFC chingucompany has provided TA support
through a short-term framework contract with theRRP. A Public Expenditure and Financial
Accountability (PEFA) assessment was undertake@0ib3 and found that the PA had made
significant progress in relation to comprehensigsrend transparency of the budget, control and
audit, despite the deepening political and findncinstraints facing the PA. However this
progress had not been institutionalised and albdohave expressed concerns about downward
trends since mid to late 2013, particularly in tiela to the accountability, integrity, and
transparency of the public finance systéihe key areas of improvement in PFM, identified
during the PEFA, were included as the core actigitif the CP, with objectives as follows:
i) Develop a comprehensive PFM strategy that will guide development of its PFM
systems and plan and monitor its reforms;

ii) Enhance the budget preparation process and stengthe transparency and
accountability of the national budget;

iii) Strengthen the fiscal reporting of the PA througiplementing the accounting manual
developed by the WB;

iv) Improve civil society oversight on budget prepamatind execution; and

v) Support the PA to maintain and improve its Publigpénditure and Financial
Accountability (PEFA) assessment results.

Since the CP recently commenced in November 2015 thie production of the Inception

Report, the only activity completed to date hasitbe production of the draft PFM Strategy by
DFC. The breadth of the TA’s first mission was aued by staffing issues: with the need to
replace the Accounting Expert after the start @& tinst mission and the Training Expert not
having been recruited, resulting in the deferrahefactivities until mission 2 in early 2016

Previous attempts had been made by the IMF to stuppe PA to develop a PFM Reform
Strategy with missions fielded in January and Ddmam2014. Despite IMF recommending the
development of a PFM Reform Framework, little pesy was made throughout the year. The
DFC produced a Draft PFM Strategy, 2016-2018 in éwaver 2013° The Strategy is
comprehensive and was due to commence in 2016 fmriad of three years (instead of the
originally envisaged 2015 start date). However Md&RB not sought to adopt the strategy as yet;
it was due to considered by MOFP in April 2016 bas been delayed. Interviews with a range of

78 Specific Terms of Reference, Technical Assistatcéhe Palestinian Authority in Public Financial Mmement
Reforms, EU 2015

" Inception Report, Technical Assistance to the fmlian Authority in Public Financial Managementfé&tens, DFC,
4 November 2015

8 Draft PFM Strategy, 2016-2018, DFC, 16 November6’)
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stakeholders within MOFP confirmed that the strategyconsidered to be donor led and not
owned by MOFP despite the fact that the TA asstgtavas requested by the MOFP itself. It is
unsurprising that a PFM Reform Strategy, develdpea consulting firm over a short period of
time, would not gain traction with the MoFP as intional best practice suggests that what is
essentially a fundamental change programme wougjdine ownership of the content and process
by the government right from the start.

In recognition of slow progress in relation to Pkdform, the ROF included an indicator for
MOFP to put in place a comprehensive PFM Strategind 2015 but no progress was achieved.
It is noted that two meetings of the Fiscal Se@Wmrking Group took place during 2015 but PFM
reforms were not discussédThere were a number of key factors identifiedrtyuthe PEGASE
Evaluation Mission that may be attributed to theklaf progress in adopting a PFM Reform
Strategy and slow progress in relation to refornplementation. MoFP does not consider a
comprehensive PFM Reform to be a priority and du#sappreciate the potential benefits of such
a strategy. However it confirmed that it believieattthere is enough commitment to implement
the strategy. The Ministry considers that it issatty implementing a range of urgent reforms
(such as the Revenue Strategy) and just because ithaot a formal PFM reform Strategy in
place does not mean that progress is not undetd@yever donors involved in supporting PFM
(see Table 1: ‘Donor support to PFM during 2014 aad5’ below, do not agree that adequate
progress is being made. They consider a PFM Syrate@ coordinated approach to planning,
implementing and monitoring PFM reforms as essktdianstitutionalising an effective reform
approach within MoFP and as a basic condition @rad revenue and TA support.

In terms of institutional arrangements: a non-técdrofficer leads the PFM Reform and a PFM
reform planning and progress are not subject tolaegmeetings with all key Directorates. A
PFM Secretariat has also not been put in placeciwlg usual international good practice,
particularly to ensure the comprehensive implentanrtaof improvements and maintenance of
achievements identified by PEFA assessments. Anddlator cited by the CP TA as diverting

attention and capacity away from PFM reform wasitistitutional absorption of the National

Planning function within the MoF during 2015, whighs not as yet been fully imbedded.

In relation to budget planning and managementapcehensive budget is required to strengthen
the credibility of the National Budget. The CP @ahd ROF PFM Sector Fiche included related
objectives to improve the transparency and accoilitya(including systematic oversight) of the
national budget preparation process and its exatut{however the work of the CP had not
commenced in this area during 2015). The squeerasinmanagement due to the delays, under-
payments and withholding of CR by Israel has ineedlathe importance of effective planning,
cash and commitment management and control. Duhiadfirst quarter of 2015 when Israel
halted repayment of CR, an emergency budget wasoegg by the PA’s Cabinet on 17 March
with salaries having been partially paid and linaistries having received half of their originally
planned operational budgets. A comprehensive budgder the baseline framework was later
approved by the President in June 2015 and the BOdi§et Book was published on the MOFP

® ROF PFM Quarter 4 Progress report, EUREP and MQEE5
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website.®’ PA colleagues and donors commended the leadecshMoFP in having shown
immense resilience in managing the economy duhimydifficult period*. The ROF PFM Sector
working group concluded that partial progress hagnbmade in the systematization of the
oversight of the budget preparation and executrmegss. The Ministry has also been focusing
on the implementation of a three-year revenue egya(2014 — 2016) which has been a key
reform priority supported by the UK/DFID.

There had been delays in fiscal reporting due ¢octirrent accounting system (Bisan) not being
automated and unable to produce reports to cagharstock of arrears. This in turn affected the
ability of the PA to report on PA fiscal operatidnsa timely manner. Again both the CP and the
ROF had adopted an integrated focus in relatiopramoting the strengthening of reporting
(however once again the work of the CP did not cemerd in this area during 2015). The ROF
PFM Sector working group has reported that goodjyqess had been made during 2015 with
fiscal reports that included information on the ipaynts of arrears, having been available since
March 2015. The serious delays in the publicatibAFS since 2011 remained of utmost concern
to the SAACB and donors: during the PEGASE EvatunaMlission in mid-2016, the AFS (2011)
was only just being published.

Several donors are involved in providing both broadging and specific support to PFM, see
Table 11: ‘Donor support to PFM during 2014 and20The CP TA Inception Report noted that
there has been a lack of coordination between taetpéties, which was likely to have resulted
in a duplication of effort&?

Table 1: Donor support to PFM during 2014 and 2015

* Internal and external audit;
« Revenue administration;

=5 e Netlending;

»  Civil administration reform.

* Revenue reforms;

«  Macro-fiscal analysis and forecasting;
UK e Programme budgeting;

e Preparation of PNP;
*  Project monitoring and evaluation systems;
* Capital expenditure management.
Strategic advice on:
*  Procurement reform;
e Cash planning and management;
WB e Application of International Public Sector AccourgiStandards (IPSAS)
accounting standards
The World Bank has also provided support in thelofaihg fields: pension
procurement, net lending and civil service reform.
Policy advice on:
«  Tax administration;
e Legislative reform;
* Single treasury account;

IMF

8 ROF PFM Quarter 4 Progress report, EUREP and MQEE5

81 Minutes of LACS Fiscal Sector Working Group, 8 Ag015

82 Inception Report, Technical Assistance to the fmlian Authority in Public Financial Managementfé&tens, DFC,
4 November 2015
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*  Macro-fiscal policy/strategic planning
Conducts regular reviews on the progress of PFirnes.
USAID PA revenue administration.
JICA Fiscal decentralisation reform with focus oogerty tax.
Source: Specific Terms of Reference, Technical #iaece to the Palestinian Authority in Public Ficiah
Management Reforms, EU 2015

5.3 CP3: EU Support to Taxpayer Awareness Campaign in Palestine

| Q.C3. Is the CP relevant?
The CP commenced in August 2015 and is due to bgleted in February 2018 with a budget
of €949,900. The beneficiary is the MoFP’s Direaterof Customs and Taxes, specifically the
Direct and Indirect Tax Departments, with EUREPdeeth TA support implemented through
AARC Ltd. consulting company.

The CP forms part of the MoFP’s wider programmepi8ut to the Palestinian Authority:
Financial Governance and State Building’ that idelsi the aim to increase revenue collection
through the promotion of citizen and corporate climmge with tax laws. The objectives of the
CP are twofold: to increase awareness of taxpaymacitizens of Palestine of the importance of
complying with tax legislation; and enhance the agdy of the Direct and Indirect Tax
Departments to communicate on tax policy. The C®vigc includes undertaking opinion
research to understand the Palestinians’ attittml#ards taxes. This will form the basis of the
design of a communications strategy and the desighcommunications campaigns including a
focus on compliance and the ‘moral’ aspects of pgyiaxes and its societal benefits. The
capacity of the departments will also be addressagrms of communications and awareness
approaches and skills in the latter part of thegmamme. EUREP as the contracting Authority is
responsible for managing the project and monitoactiyities, with initial review by MoFP.

In terms of institutional arrangements to manage sarstain communications, a Public Relations
(PR) Unit was established in October 2015, witle@aded staff complement of 4, comprising a
Manager and 3 representatives from VAT, Customs laedme Tax departments. The First
Steering Committee meeting was held 8i\®vember 2015 to present the draft Inception Repor
and Communications Stratedy. Whilst the ToR required the inception phase toehaeen
completed by November 2015, the Inception Repod @emmunications Strategy was not
finalised by AARC and approved by EUREP until Felryu2016%* The opinion survey results
were not available by the completion of the incaptphase mainly due to the delay in confirming
non-key experts and appointing the PR company. ifiicgmation was required to inform the
Tax Department’'s 2016 Tax Filing Campaign in readmfor its launch on 3 January, but the
campaign was not launched until mid-February 200t&e Directorate of Customs and Taxes

83 CP: EU support for tax payer awareness campai@aiestine, Inception Report, AARC Ltd., Februadi @
8 Letter to AARC Ltd. ‘Approval of Opinion researsluibcontracting contract ref. ENP/2015/ 357-417" :(SBpport
to Tax Payer Awareness campaign in Palestine), ddickoegele, EUREP, February 2016
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considered that this delay resulted in a loss ¢émqt@l increased revenue and awareness about
the importance of paying taxes.

The tax opinion survey interviewed 1,800 resporsiemthich provided a baseline for other
surveys going forward. The aim was to gauge theeotirawareness of the tax paying system and
the attitudes of Palestinian citizens to the paynoétaxes. More than 70 per cent of respondents
informed that they considered that payment of taxa&s the morally correct thing to do. However
nearly three-quarters confirmed that they did redielve that taxes are spent on value for money
public services. Furthermore 65 per cent of respotsd thought that there would be little
enforcement of penalties if citizens did not pagithtaxes. This confirmed the need for tax
awareness campaigns that explain the benefitsxopdaging and publicise the consequences of
not doing s&. Figures with regard to the number of new tax-paigad the level of collection in
the first quarter of 2016 in comparison to previgears are available to the Directorate but were
not passed to the PEGASE Evaluation Mission. Thigldrbe a useful indicator for identifying
the impact of the tax-payer awareness campaigntladjuantifiable consequences of the late
start of the campaign. Unsubstantiated evidencm fitee Directorate indicates that the rate of
new taxpayers and the level of additional reverereegated were disappointing.

Further project challenges were identified by th&R& Ltd. experts as being the intermittent
nature of the TA support and the limited time aafali to the PR Unit as they are staff seconded
from other departments with other core functiorspoasibilities.

The Directorate of Customs and Taxes informed tB&ASE Evaluation Mission that it is
dissatisfied with the quality and timeliness of & support it has received. They consider that
the management of the CP is beyond their contrdlthat there is not the flexibility to refocus
the capacity development support. Furthermore tbeysider that the tax-payer awareness
programme is not the only key priority that neealbé addressed. They cite the updating of their
legislative framework as being of utmost importanéd@de VAT Law does not reflect the
implications of the Israeli occupation and was pu@gated in 1985. Likewise the Customs Law
was passed over half a century ago in 1962. Trseyidentify the need to modernise their on-line
systems to enable tax-payer registration and pagan€&he current Revenue Management System
(RMS) — Bisan was custom built in 2013 with the @ of the WB and is working well but with
limited functionality. This up-grading of the IT fms would require substantial investment.
The Directorate also received support from Frarcéntprove its customs systems, but this
assistance has since been completed.

Tax and non-tax (e.g. fees and service chargekction is a key solution to increasing revenue
and local domestic revenue generation is essdutiaicreasing the self-determination of local

government. Therefore it is of concern that theream absence of tax related indicators and
targets within the ROF PFM Sector Fiche. The cureer target number/percentage of personal

8 EU support to a Taxpayer Awareness Programmelestiee, First Progress Report, AARC Ltd., Marci&0
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and business taxpayers; and the current and teegebue generated by tax-payer per category,
could be monitored, for example. Revenue incre&sed 21.6 per cent of GDP in 2014 to 22.3
per cent of GDP in 2015, due to improved clearargenues and the efforts of the Directorate of
Customs and Revenue to secure about nine thousdittbaal small taxpayers. In terms of fiscal
reforms the WB advises that the PA should intensffgrts to broaden the tax base by further
reducing tax exemptions and simplifying the taximegyfor Small and Medium sized Enterprises
(SMEs)®

In terms of relevance to factors affecting the PAégenue, increased support through policy
dialogue as well as technical support for addrgs€iR issues, would be likely to have a major
impact on revenue and the sustainability of the RAiye-point strategy has been prioritized by
the PA and was discussed at the ADLC in May 2046 ibquires increased dialogue between the
PA and Israel, which have already commenced. Issubg resolved include (1) The deduction
for health, social insurance, and pension dedustfoom salaries of Palestinian employees in
Israel. The PA estimates transfers owed by Isadlet around NIS 1.2 Billion; (2) The PA’s
inability to collect VAT invoices in Gaza and Ar€ais a basis for claiming CR from Israel. The
PA estimates that in Gaza alone this amounts to4QB-500 million per annum; (3) Israel raised
border-crossing fees for travellers in 2008 andesiretained the additional revenue estimated at
about NIS 240 million; (4)n 2015, the PA paid about NIS 250 million as ae3 pent CR
handling fee to Israel. The PA is seeking to lother fee and cap the amount of total deductions;
and (5) Israel also charges the PA a 3 per cerdlingnfee for fuel VAT and excises. The PA
estimates the loss exceeds NIS 100 million annually

5.4 CP4: TA to support Civil Service Reform in the West Bank and Gaza.

The purpose of this CP was “ to support the PAferef to achieve its vision: a public sector
reputable for integrity, good governance and respeness through the cost effective delivery of
high quality public services to citizens as welledficient and effective management of national
resources”.

The CP was implemented through a project (totaluarhof €1.4 million) contracted by the EU
with and implemented by EURECNA s.p.a (Italy) imsortium with the British Council (UK)
and with the support of a local service provideEN3\' (Palestine). It started in November 2013
and ended in May 2016. The main beneficiaries is froject were the General Personnel
Council (GPC) who is the direct beneficiary, the R and the MoF as key partners due to
their roles in the administrative developnférand the HR units in LMAs.

The project was designed to support the GPC im#@sdate to (i) modernise the human resources
management policies, practices and systems; (igptomise the structure and functions of the
public administration; and (iii) to contain thedbtost of the public sector in the overall context

8 Report to the West Bank and Gaza Ad Hoc Liaisom@iitee, IMF, 5 April 2016
87 These two ministries were merged into MoFP inye26i16.
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of the contribution of GPC to the implementationtttd PNDP 2014-16. The specific objectives
of the project were to: (i) improve the civil samwilegal framework and law enforcement
capacities; (ii) enhance the efficiency of the Icsrvice management and modernise HRM
policies; and (iii) strengthen the capacities af grersonnel in charge of HRM in Line Ministries
and agencies to apply civil service HRM procedurBse project was organised in three
components addressing: (i) the civil service legish; (i) the HRM modernisation; and (iii) the
structural reorganisation and capacity buildingéss

The project was implemented by EURECNA throughaant@f experts (3 key experts for a total

of 710 person/days, and Short term non key semdrjanior experts for a total of 503 p/days)

backstopped by a dedicated project unit in EUREGH3s. The team of experts was posted in
the GPC premises in Ramallah and assisted the GBQatates and units, under the leadership
of a steering committee chaired by the PresiderG®€ and including the Head of operations
and the project manager in EUREP. The steering dtimarmet six times during the project for

review/discussion/approval of reports produced bg tontractor: Inception Report (March

2014), four Progress Interim Reports (June 201#ylsey 2015, July 2015, January 2016) and
the final draft report (May 2016). EUREP providise third interim report (June 2015) in the

general documentation provided for the evaluafidre final report of the project was not part of

the documentation provided by the EUREP. Howevemtiission met with the President of GPC
and Directors and could gather their appreciatiorth@ results of the CP. A draft final report

(not yet formally approved) was shared with thesmis by the GPC. The PEGASE Evaluation
Mission could not meet with the TA team as they aladady left the field.

Q.4: Is the Complementary Programme for Civil Servce Refornf® relevant, efficient and
effective in allowing the PA to meet ROF targets oRPAR?

As mentioned previously when reviewing the ROhibuld be noted that the sector selected in
Pillar 1 as the ‘Public Administration Reform’ htee UK as the lead, and EUMS, PMO and

GPC as counterparts, who monitored two selectexdifeis:

Priority 1: Addressing the division between adntiaiBve systems in the West Bank and Gaza;
and Priority 2: Rationalisation and reform of tlinlcservice covering both West Bank and Gaza,
with three Indicators (the first one correspond®tiority 1; the last 2 corresponds to Priority 2):

National Consensus Government owned 'roadmap’ ed@poid implementable;

The pilot implementation plan for Health and Ediarathas been adopted and implementation
started; and pre-2007 employees' all integratedarpayroll.

The objectives of the CP are clearly geared towargsoving the Civil Service Management

legislative framework, tools and implementing capes at GPC and LMs levels (and agencies).
There is no reference to PAR in the CP which cogsfisservice in a wider sense, although civil

service reform clearly contributes to PAR. Keepingmind that the CP was started in 2013
before the ROF, and that PAR is not in the objestiof the CP4, the reply to the evaluation
guestion is limited to whether the CP4 contributeivil Service Reform.

88 TA to support Civil Service Reform in the West Ramnd Gaza.
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The draft final report by EURECNA confirms that afitivities, as agreed and updated regularly
during the course of the project with the steexdpgimittee, were implemented and completed.
The TA resources allocated to the project were w@ed rate of 98 per cent, and according to
plan. The timing of the project had to be adjusted some activities due to the complex
circumstances in Palestinian territories, includthg delays in the legislative process and the
replacement of two of the three Long Term key etgpirat took longer than expected.

Results achieved by the project include:

i) Development of the draft Civil Service Law incorating improvements regarding the
performance appraisal process in accordance witluanplans, training system,
disciplinary procedures, announcement of vacandies.draft law is awaiting the third
reading by the Cabinet before approval by Presidetite PA,

ii) A policy framework document for Human Resource Mgmaent (HRM) in civil service
has been drafted. It provides analysis and dinestfor further development in nine key
policy areas for the civil service. It resultedaimew draft of Civil Service Development
Strategy 2016-22 (CSDS) that will feed into the NP@&L7-22. Capacity development
activities geared toward GPC leading the moderoisaif the Civil Service and M&E of
its implementation in LMAs were also undertaken. eyhincluded training
seminars/courses to key staff in GPC and study \isifs to civil service institutions in
Slovenia, Croatia, Latvia and Lithuania that beriafed to 31 professional senior staff
participants from GPC and LMAs; and

iii) Capacity building of the Human Resource (HR) fumctin LMAS to enhance the
HRM/HRD policies and practices. It was based oracip assessment of the HR units,
the Training Needs Assessment (TNA) of key protesai groups and it led to training
courses provided to them. More than 1,000 partitgpavere involved in the training
events provided by the project.

Two limitations are noted in the contractor’s rap@i the process of agreement on conceptual
changes in the draft CS law and the procedurepfoaal at Cabinet level were slow; (i) the
project was not able to provide the same suppoiGaza nor involve significantly the civil
service representatives from Gaza in project disiui

The recommendations offered in the final draft repan be summarized as follows:
i) The new CS law requires additional work after thd ef the CP, especially on the job
classification system;

ii) There is a need to strengthen the professionalfstmechigh level managers in the Civil
service and apply the principles of political nelity;

iii) On the scope of the Civil Service, two option isswtill require future review and
solutions: (a) whether or not employees of widelipwservice sectors such as education,
health, public works and agriculture should beyfuicluded in the civil service and its
training and development system. Only few countsiiisinclude them, like France and
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Germany but many other European countries have dhaway from this option; and (b)
whether or not the employees of local governmeatikhbe considered as civil servants,
which is not the case in Palestine, keeping twtesys in parallel;

iv) Further international donor’'s assistance will bedes to support priorities included in
the CSDS 2016-22; and

v) The CS and HRM policy are important but only pdrthe wider PAR. The principles of
wider Public Administration Reform need to be dlad in Palestine taking into account
the present stage and political context of devekmmand realistic objectives for
necessary change.

From the beneficiary side, the results of the CPPewery much appreciated by the President of
GPC who was involved personally in all strategapstof the support programme and facilitated
its steering and monitoring. The support providgde programme was extremely useful and
helpful in the development stage of the key insents of the Civil Service Reform.

Based on the above analysis and conclusions, §p®mee to the evaluation question is that the
CP has certainly contributed to develop the pdiicteols and capacities of the key actors of the
Civil Service Reform, particularly the GPC and thdAs, which is one of the priorities picked in
the ROF. However the indicators selected in the RfDFEhis priority were not targeted in the CP
and therefore the later can be evaluated only agdia own objectives. These targets, if
confirmed for the future, should be accompanied dpecific measures to support their
implementation by the GPC and the corresponding EMA

5.5 CP5: Capacity Building for the Statistical Programme 2012 - 2013

The main beneficiary is the Palestinian CentraleBurof Statistics (PCBS). Other beneficiaries
are planners and decision makers, PA GovernmentN#B@s, Municipalities, academic and
research institutions, civil society and margiredigroups. The Grant Amount is € 1,419,804.20.
Its implementation period was from 02/11/2012 td0022015. It was initially for 24 months and
was extended to 34 months. The EU contract wabledtad with the PCBS and was signed on
November 2012. The contract was implemented by $@Bd Audited by Ernst & Young. A
Grant Technical committee (steering committee),clcared by EUREP and PCBS was
established and was to meet twice a year to mothieoprogramme.

The main objectives of this CP were: (i) To deveRPBS institutional capacities to carry out

statistical activities, and disseminate their d4id; To update socio economic indicators and
promote high level utilisation of statistical datamong all relevant stakeholders; (iii) To

contribute to National Development Planning & Manitg processes. These objectives were in
line with the strategic objectives of the PCBS kgekbut in its strategic plans 2009-13 and 2014-
18.

This CP builds on the previous EU assistance progra (ENP1/2008/164-617). It is also
complementary to the recent EU MEDSTAT Il regiomabject to promote evidenced-based
policy-making and foster democratic developmentubing statistical data. PCBS is one of the
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most prominent participants in this regional projdeCBS is also an active user of TAIEX,
instrument in the framework of the European Neiglthood Policy, providing ad-hoc short term
TA. Other donors support the PCBS, including Norw8witzerland and the Netherlands. In
April 2012 Palestine subscribed to the Special Masaemination standard (SDDS) and PCBS is
the national coordinator of the Standard. The Eahgwill also help Palestine to continue its
commitments to meeting International Standards. #@Besident has been elected as President
of the International Association for Official Sttics (IAOS) for the term 2015-2017.

Interim reports were produced by PCBS and submitidtie grant technical committee who met
nine times between May 2013 and March 2015 forrdwailar review of the action plan, the

progress of the grant activities, and to discugsajustments required. A final narrative report
was produced by PCBS on 2 Dec 2015 and a draft wa@gyhanded to the mission. A request for
further support (€0.5 m) has been put forward @Bl by PCBS for continuation of support to

activities during 2016.

The PEGASE evaluation mission met the PCBS twicgidouss the achievements of the CP and
its contribution to the PCBS Strategic Plan 2014D&cussions were also held about how the
PCBS has contributed to informing the M&E of théioaal planning process in the past and how
it is prepared to contribute to the future M&E (mdvto Cabinet) of the NPA 2017-22.
Discussions also covered whether the PCBS capmaeiteedeemed sufficiently developed to that
end, in the context of the overall policy dialogoetween the PA and Development Partners
through the future ROF.

| Q.C5: Is the Complementary Programme efficient anceffective? |
The CP supported the statistical activities thatewne the programme of PCBS during the period
2012-2014 and partially for 2015. It contributeddata collection and data processing of the
following PCBS activities: Consumer Price Index rf{paf SDDS); buildings and building
licences; annual foreign trade statistics; Indugtrgduction Index (part of SDDS); economic
surveys; Construction Cost Index; labour forcealgsthing a GID, social survey of Jerusalem;
and livestock survey.
It also supported TA activities for capacity builgiof PCBS staff, particularly in the following
areas: training on ‘share point’ software; reviefntree PCBS strategy for 2014-18; building an
interactive mapping atlas for Palestine; trainimgtioe role of social media; and a conference on
‘efficient statistical information system for stabeilding ‘. The CP also provided resources for
the procurement of statistical equipment.

Apart from two TA activities that were not complétéuse of GIS in census, and training on

data), all statistical and capacity building adies were completed to the satisfaction of the
beneficiary. This confirms the effectiveness of @R. However a delay was experienced in the
contribution of the CP to the 2012 census. Reaatjeists were then agreed with the EU and other
donors supported that activity.
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The objectives set in the CP, the relevdhaad effectiveness of the programme, have been met.
However, in terms of efficiency, the narrative rdpdoes not provide a financial breakdown of
the budget expenditure per activity.

In relation to the overall PEGASE programme, thecdssion of this CP raises three additional
guestions:

a) To what extent has the capacity of PCBS beealdpgd to undertake the critical statistical
activities as per its strategic plan and NPA 2027-2

The PCBS now has a Statistical Development Strafleg2014-18 that has been reviewed and
consolidated with TA support during the implemeiotatof the CP. However, in order to align
with the NPA 2017-22, the strategy needs to be tepdaexpanded and be aligned with that
strategic needs of the national planning systemedisas costing and funding requirements being
identified. Furthermore the funding needs to beusst for that updated strategy, including for
priority strategic activities like the National Gars and household surveys. This is an important
national objective for which PCBS needs to be sugpaduring the next planning period.

b) Is PCBS sufficiently involved in the design asmhtribution to the national M&E system tha
has been transferred to Cabinet?

—

Apart from producing overarching national statstibat are needed for the Government and
main economic actors, the PCBS also has the cardimof LMA’s sector statistics as part of its
mandate. In this regard, the PEGASE Evaluation iglisfound that at this stage that the national
M&E system, which has been transferred to the GIM&E of the Secretariat General of the
Cabinet, is still to be developed in line with tmew distribution of responsibilities. The
contribution of PCBS to this action is importantdts role in the M&E development process is
still to be defined in practical terms and agrepdruthrough a concrete action plan that could be
facilitated by the PMO. Support from the PMO and dommunity of donors, in particular from
the EUREP, is critical for this action, as it rekto building the instruments for policy dialogue.

¢) Has PCBS been sufficiently involved in the pplittalogue based on the ROF and supported
adequately in this respect?

The PEGASE Evaluation Mission found that the PC&88yough beneficiating from a CP, and
although the objective to contribute to NationalBlepment Planning & Monitoring processes is
clearly within its mandate, it has been neitheolugd enough in the policy dialogue around the
ROF, nor has it been consulted during the desigis@lof the ROF, at least in relation to the
rationale of the indicators, targets and milestorid®e PCBS’ knowledge and expertise on
national statistics, sectors’ information systemsd smartness of Key Performance Indicators
(KPI) could have been a valuable resource to insdfte process, and in return the process could
have contributed to the further development oféhmpacities in PCBS.

8 EUREP indicated that the design of this prograrha®already been evaluated before
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Annex 6: Work plan

Output Experts' working days May-16 Jun-16 July 16 _
KE1 KE2 wiC wiC | WwiIC wiC wiC wiC wiC wiC
Field | Home | Field | Home | 15 22 29 5 12 11 24 21
Phase 1: Inception Inception Report 10 2 10 2 Arrive | Field
in Work
West
Bank
Activity | Desk based 2 2
a review
Activity | Structuring 2 2
b of the
evaluation
Activity | Data 5 5
c collection
Activity | Analysis 3 3
d
Phase 2: Datz Country Notes 15 0 15 0
Gathering and
Assessment
Activity | Data 11 11
a collection
Activity | Verification 4 4
b of the
hypothesis
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Output Experts' working days May-16 Jun-16 July 16 Oct-16 Nov-16
KE1 KE2 wiC wiC | WwiIC wiC wiC wiC wiC wiC
Field | Home | Field | Home | 15 22 29 5 12 11 24 21
Phase 3: Synthesis a1l (1) Draft Final Report an¢ 10 3 10 3 Arrive  in
Reporting Executive Summary West Bank
(2) EUREP Reporting Leave WB
meeting
(3) EU (NEAR B1 and
B3) Reporting meeting
(4) Presentation to EUM¢
(5) Stakeholder
Workshop/Seminar
(6) Final Report anc
Executive Summary
Activity | Analysis 2 2 2 2
a
Activity | Judgements 1 1 1 1
b
Activity | Reporting 7 7 Home Reporting to
c based EUREP;
report EUMS,
writing Stakeholder
Workshop
TOTAL WD 35 5 35 5
TOTAL Working Days 40 40
TOTAL Per Diem 40 40
Working Day
Day Off

Arrive/Depart from field
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Annex 7: List of Persons Consulted
PEGASE Evaluation Consultant Team Meeting Schedule

Organisation

Name(s) & Positions

or

”'_

1-6 EUREP Alessandra Viezzer, Head of Cooperation
Michael Vogele, Head of Operations Section
Meriem El-Harouchi, Project Manager DFS
Joseph Desquens, Project Manager DFS
Rami Alazzeh, Task Manager, Macroeconomic Suppod &ocial
Development (PEGASE DFS & UNRWA)
Carole Rigaud, Project Manager, Governance anddAbdministration
— Aid Effectiveness
EU DG NEAR Laura Fallavollita, Geographical coaratior - Palestine and Israel
7 MoFP Laila Sbhaih, Head of International Coogerat
8 DFID Jane Alexander, Governance Coordinator Kyps)
9 Spanish Cooperation Jesus Tome, Economic Growth lumanitarian issues - Seni
Programme Manager
10-12| Palestine Central Bureawla Awad, President
of Statistics Haleema Saaed, Acting Director General of Inteomati Relations
Husan Khaleifeh Department Director — Foreign Tr&tiistics Dept
13 Denmark Cooperation Esther Lonstrup, Head ofp@maion, Al Far, Programme Manage
Acting Deputy Head of Cooperation
14-15| PMO, Policy, Priorities Dr Estepan Salemaha, Head of Policy, PrioritiesRefibrm;
and Reform Unit Diyala Abdlrasul, Policy Officer
16-17| Netherlands Dicky Methorst, First Secretary - Rule of Law
Cooperation Michael Duijf, Financial Controller
18-19| World Bank Pierre Messali, Senior Public Be8pecialist
Nur Nassereddin, Economist
20-21| Iltalian Development Vincenzo Racalbuto, Head of Cooperation
Cooperation Agency Enrico Materia, Alfonso Anania (both Health PrograenCoordinators)
22-23| Swedish cooperation Amra Turcinhodzic — Cbnsu
Tala El-Yousef Programme Officer Health
24 Local Aid Coordination Ureib Amad, Aid Coordination Officer - Social Dewpment Sector
Secretariat (LACS)
25-27 | Belgium Consulate Florence Duvieusart, Hdddlewelopment Cooperation
Jan De CeusterTechnical Advisor (Joint Financing Arrangems
Project & F-T earning Projects)
Gauthier De Woelmont, PFM Advisor
28-29| MoSD Daoud Aal Deek, Assistant Deputy Miriste
Mr Khaled EIl Barghouti, Deputy Director of the Payecombating unit|
(TBC)
30-31| GOPA Michael Gericke , Valetin Vladu Key Exp8ocial Protection.
Dr Nader Said.
32-34| MoH Dr. Asaad Ramlwai, Deputy Minister of itha
Ms. Maria Al-Aqgra, Director of International Coopgion
Dr. Amira Hindi, Director of Referral Department
35 General PersonnelMr. Mousa Abu Zaid, Chairman of General Personrairil
Councll
36 GoPA Jointl CSOs workshop
Programming Group
37 MoFP Payroll Mr Abdeljaber Selem DG Payroll
38 UNICEF Kumiko Imai, Chief Social Policy
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Organisation

Name(s) & Positions

39 Finland Cooperation Karita Laisi, Head of Cogpien, Finland
40 Adam Smith| Egle Rimkute, M&E Consultant
International/DFID
41 SSACB State Audit andMr Ismat Abu Rabbi, DG of Economic Control in théate Genera
Administrative Control| Audit
Bureau
42-45| MoEFE Dr Sabri Saidam, Minister of EFE
Dr Sakeena Elayan
Dr Basri Saleh Dep Minister MoEHE
Mr Azzam Abu Baker, Assistant Deputy Minister fodiin &Finance
46 MoFP Budget Mr Farid EI Ghanem Deputy Assistant Budget
Directorate
47 IMF Hania Qassis, Local Economist
48-57 | Field trip to Nablus Qamar Masri, AttadamutiSty
Remah Altakar, Palestine Red Crescent Society,Usairanch
Raeda Ali, Arab Women’s Society
Qamar Al. Abweh, Union Charitable Societies for thhern Governates
Yusra Saman’ch, Civil Society of Governate, Nalblus
Kamal Jaber, Handicap Union, Nablus member
Salam Shakkshear and colleague (no name recordedit@ate of
Social Development, Nablus
Dr Zahar Nassal, An Najah Child Institute
Dina Kadumee (no organisation recorded)
Samer A Agrog, Office of Care of Disabled, An-Nojdhiversity
58-65| MoEHE. Dr Basri Saleh, Deputy Minister
Dr Sakeena Elayan
Mr Aezzam Abu Baker
MoHanad Abu Shama Dr of Personnel.
Amijad Abu Hsein. Dir of the payroll MoEHE
Dr Ma’'moon Jabr DG of Planning
Rabiha Elyan M&E
Amel Hammad Head of Planning Divison
66 French Consulate Flamand Francois - Xavier Boan& Commercial Counsellor
67-68| Directorate of CustomsLauy Hanash DG Customs and Taxes
and Taxes Sahar Mailei, Management for Public Relations Dapant
69-70| Public Finance Institute,Nihad Unis, Acting Director

MoFP

Fa'ida Awashreh, Training Manager
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Annex 8: List of Documents Reviewed

|. Documents provided by EUREP to the evaluatiogsion

¢ Documents submitted to the AHLC (21 doc in 20145)01

* EU and Coordination (7 sector strategy fiches 281idl SSF 2014-15

« Evaluation of the EU cooperation with OPT and suppmthe Palestinian people 2 Vol. May & July 2014

* NPA 2017-22: 3 documents

e PEGASE DFS documents: Donors quarterly reportsjuatian 2011-2013; Financing agreements; Monthly
Implementation progress reports 2014-2015; MoUk Wibnors.

« PEGASE ROF: Pilot ROF package MoU & Annexes; Septaigress reports.2014, 2015. High Level Policy
Dialogue minutes of meeting, ROF annual report 2015

 PNDP PA, 2014-16

« Complementary programs (ENPIs: contracts, Finangigigements, Progress Reports)

e Documents related to European Joint Strategy aimtl Boogramming Approach

¢ Other documents provided by counterparts duringeth@uation (PCBS, GPC, MoFP, MoSD, MoEHE, MoH,
such as Strategic Plans, M&E frameworks, ENPI dnafll reports)

* MoSD Social Development Strategy 2014-2016, PAudan2014

* National Policy Agenda 2017-2022, Priority Mati®0, PA, May 2016

» Specific Terms of Reference, Evaluation of The &alean Programmes of Direct Financial Supporthe t
Palestinian Authority and Results Oriented Framéworthe Period 2014-2015, EUREP West Bank and Gaza
2016

e PEGASE DFS Mechanism, presentation to EU Heads issibh, Meeting of EU Heads of Mission, by
programme managers, EUREP, 10 March 2016

« EU support to a Taxpayer Awareness Programme esiaé, First Progress Report, AARC Ltd., March@01
e Letter to AARC Ltd. ‘Approval of Opinion researclutgontracting contract ref. ENP/2015/ 357-417" (CP:
Support to Tax Payer Awareness campaign in Padggstitichael Voegele, EUREP, February 2016

* PEGASE DFS Support to Recurrent Costs of the PAgBydmplementation progress, 31 December 2015

* Palestinian Reconstruction and Development Progmarmirust Fund, Quarterly Review, October — Decembe
2015, World Bank

* ROF Reporting on Health Sector Fiche, Health Se@toup, 27 November 2015

* Inception Report, Technical Assistance to the Rales Authority in Public Financial Management Benfs,
DFC, 4 November 2015

¢ ROF Public Financial Management Quarter 4 Progegsert, EUREP and MOFP, 2015
« Specific Terms of Reference, Technical Assistancthé Palestinian Authority in Public Financial Maement
Reforms, EU 2015

¢ West Bank and Gaza, Report to Ad Hoc Liaison Corte®jtl8 September 2015
» Joint Economic Strategy Group and Fiscal SectorkiMgrGroup, 15 September 2015
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Institutional Strengthening of the State Audit akaiministrative Control Bureau, Periodical ReporKHP(UK)
LLP, 21 January — 20 May 2015
Minutes of LACS Health Sector Working Group meetinday 2015

Track 2 — Sector 3: Social Protection (SP) Progregert April to June 2015 (2015/Q2), ROF SociatEction
Sector Group

Minutes of LACS Fiscal Sector Working Group, 8 A@015

Evaluation of the Palestinian-European Socio-EcdooiManagement Assistance Mechanism (PEGASE)
Programmes of Support to the Recurr€oists of the Palestinian Authority (2011-2013),aFiReport, EPRD,
March 2015

‘Note for the attention of Michael Koehler, DG NEAR, from Deloitte re: review of PEGASE DFS
mechanism’s processes — by Deloitte and recommemasd forward”, The Office of the Representative,
EUREP West Bank and Gaza, and UNWRA, 9 March 2015

Financing Agreement Recurrent Expenditures of the2®15 (Part 1: reference: ENI/2015/037-293)

Financing Agreement Recurrent Expenditures of the2®15 (Part 2: reference: ENI/2015/038-

PEGASE DFS of Recurrent Costs of the PA Budget)Jémpntation Progress, 31 December 2014, EUREP
Minutes of LACS Health Sector Working Group meetih§ December 2014

Financing Agreement Recurrent Expenditures of the2®14 (Part 1: reference: ENI/2014/990)

Financing Agreement Recurrent Expenditures of tRe 2014 (Part 1: reference: ENI/2012/024-990) Techn
And Administrative Provisions

ANNEX 1 to Financing Agreement DFS to Recurrent Emgitures of the PA, 2014 (Part 1: reference:
ENI/2014/024-990)— APPENDIX 1Component 1: Supporting Palestinian administratind services, EUREP,
2014

ANNEX | to Financing Agreement DFS to Recurrent Emgitures of the PA, 2014 (Part 1: reference:
ENI/2014/024-990) — APPENDIX 2Component 2: Supporting the Palestinian socidegtimn system, EUREP,
2014

ANNEX 1 to Financing Agreement DFS to Recurrent Emgitures of the PA, 2014 (Part 1: reference:
ENI/2014/024-990) — APPENDIX 3Component 3: Support to East Jerusalem HospEAIREP, 2014

Financing Agreement Recurrent Expenditures of the2®14 (Part 2: reference: ENI/2014/037-579)
EU Sector Strategy Fiche: Health, December 2014
PA Report to ADLC, PA, 30 September 2015

Draft Inception report, Phase Il Institutional $igéhening of the State Audit and Administrative €@ohBureau,
BDO-LLP, December 2014

EU Sector Strategy Fiche: Macro-economic suppogtember 2014

Final Report, Evaluation of the European Union’®@eration with the occupied Palestinian territand aupport
to the Palestinian people Development and Cooper&uropeAid, July 2014
Review of the DFS Processes, Deloitte and ToucbgehMber 2014

National Development Plan, State Building to Sowmgrey, 2014-2016, Palestinian Authority, 2014
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< Bulletin of the Office of the EUREP Representativethe West Bank, Gaza and UNRWA, number 154, July-
August 2015

* Note to Mr Michael Khoeler, Director DG Near B, i@w of the PAGASE DFS mechanism’s processes, Result
and recommended way forward, 9 March 2015, EUREP

¢ Minutes of LACS Health Sector Working Group meeti@g June 2014

[l. Other documents

* Right to health Crossing barriers to access healtthe occupied Palestinian territory, 2014 2015H®Y
December 2016

 PMOH Hospital Referrals Section, Draft Report, PHHOBAID-Inter-health, June 2016
* Report to the West Bank and Gaza Ad Hoc Liaison Qdtae, IMF, 5 April 2016

«  MENA Economic Monitor Report - Spring 20)8orld Bank

e Opinion Surveys for the EU Support to a Taxpayerafemess Programme in Palestine, AARC Ltd, 28
November 2015

* A Better Medical Referral System Leads to Huge C®avings for the Palestinian People, Health referra
Update, Intrahealth, 2 October 2015

« West Bank and Gaza, Report to Ad Hoc Liaison Cote®jtl8 May 2015, IMF
e Causes behind the Palestinian Authority’s Large 8Bijj and the Road to Its Sustainability, WorldriBaApril
2015

e The Palestinian National Cash Transfer Program VWhg Forward, Draft, UNICEF, March 2015

* Project Appraisal Document, Proposed Grant Heajtsteésn Resiliency Strengthening Project, WB, 6 Janua
2015

« Presentation: Referral cases realities and chakengSAID-Intra-health, 15 December 2014

« West Bank and Gaza Targeting Assessment of the Dastsfer Program — Phase I, World Bank, September
2014.

» Technical Brief 1, Rapid Assessment Of Health $®wiCapacity In The West Bank, Palestinian HeadipaCity
Project, USAID-Inter-health April 2014

« Effects of the Palestinian National Cash Transfegfam on Children and Adolescents, UNICEF, Ap@il2

¢ West Bank and Gaza Opinion Survey, 2013-2014, WB
* Monitoring Report, CP Institutional Strengthenirfglte State Audit and Administrative Control Bure&hase |,
13 December 2013

e Service Contract for European Union External Adtiodo. ENP12013/324-763 Institutional Strengtherifighe
State Audit and Administrative Control Bureau

* Impact Evaluation of the EU Contribution to thed&tihian Cash Transfer Programme, EU, 2013

* EU Support to the Palestinian Authority, Specigb&& Number 14’, European Court of Auditors, 2013
* EU Support to the Palestinian Authority, Specigb&& Number 14, European Court of Auditors, 2013
* West Bank and Gaza Public Expenditure and Finadagebuntability assessment, World Bank, 2013
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West Bank and Gaza Targeting Assessment of the Gasisfer Program, The World Bank, June 2012.

Transforming Cash Transfers: Beneficiary and conitguperspectives on the Palestinian National Casim3fer
Programme, Part 1: The case of Gaza Strip and 2arhe case of the West Bank, Overseas Development
Institute (ODI) and UK Department for Internatiomzvelopment (DFID), 2012

Inclusion and resilience: the way forward for sbaiafety nets in the Middle East and North Afrigagions,
World Bank, 2012 MENA Report

Budget Support Guidelines, Directorate-Generalfevelopment and Cooperation- EuropeAid, Septem0#&p 2

Web references:

http://www.worldbank.org/en/programs/rebuilding-gadonor-pledges

http://ec.europa.eu/europeaid/work/visibility/index.htm
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Annex 9: Technical Annexes

Evaluation Dissemination Stakeholder Workshop, 22 November 2016:

Dissemination workshop

Evaluation of PEGASE Direct Financial Support to the Palestinian Authority
and Results Oriented Framework in the period 2012015

22 November 2016
At Palestine Public Finance Institute — Ramallah
Nablus Road, Al-Rukham Bldg, Al-Bireh, floor no. 6

DRAFT AGENDA
Objective: To share and discuss the key findings and recomatiemd of the evaluation with key stakeholders.
9.15-9.30 Registration and refreshments
9.30 9.45 Welcome and opening remarks

Dr. Estephan Salameh, Prime Minister Office
Ms. Laila Sbaih Eghreib, Ministry of Finance anariiing
Mr. Michael Voegele, European Union Representation

9.45-10.30 Presentations of key findings anda@mmendations
By Roz Saad and Mahiedine Saidi, consultants fraterhational Consulting Expertise

10.30 - 10.45 Refreshments

10.45-11.45 Questions and Answers, Discussions
11.45-12.00 Closing remarks

12.00 - 1.00 Lunch
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1.8.

Main points of discussion from the PEGASE DFS Evaluation Dissemination Workshop, held at the Palestine
Public Finance Institute, Ramallah on 22 November 2016

1. Background

An Evaluation Mission by an independent consultant team was undertaken on-site in the Occupied Palestinian
Territories during mid-May to mid-June 2016. The period covered by the PEGASE Evaluation Mission was 2014-
2015. The objective was to undertake a comprehensive assessment of the three ‘clusters’ of the EU’s support to the
PA: PEGASE Direct Financial Support (DFS) mechanism; Pilot Results Oriented Framework ROF); and
Complementary Programmes (CP). A draft Evaluation Report was then produced for the EUREP.

2. Workshop Objectives

A half-day workshop of key stakeholders was held on 22 November 2016 in Ramallah for the consultants to present
the conclusions and recommendations of the evaluation. The objective was to inform stakeholders and discuss the
key areas of the evaluation and identify any factual corrections to the report. Workshop participants were provided
with a draft Executive Summary of the Evaluation Report along with an Arabic translation. The consultant team gave
a presentation of the Evaluation Mission’s conclusions and recommendations. Dr Estephan Salameh, PMO; Leila
Shaih, MoFP; and Michael Voegele, EUREP chaired the workshop discussion. The agenda of the workshop and the
PP presentation are also attached to the final report in annexe 9. Below are the salient points discussed by the
participants during the workshop.

3. ROF

The pilot ROF 2015

The PA considers that they have learned from the pilot ROF exercise. The experience of the pilot ROF is important
for PA to show its commitment to the International community and overall the experience has been positive. There is
a lack of linkages between the ROF and the NDP. Sectors should have been helped to prepare their sector plans
(outside of the relatively limited (but valued) support of the Complementary Programmes). The future ROF needs to
be linked to the NPA.

The PA is overwhelmed by requests to use indicators by many donors. If donors want to use indicators as a
prerequisite to funding, they should coordinate with each other, harmonise and prepare common formats for PA to
use. If there is a new ROF then bring other donors together (including WB, DFID) to develop a coordinated
approach. When choosing indicators there needs to be the flexibility to change those indicators if required.

The MoSD are happy with this experience; the selection of indicators was done in a participatory way. But the donors
need to coordinate with each other. Now there is the NPA, the Sector strategies, the SDGs, and the action plan of
the Neighbourhood Policy: all should be coordinated; the PA cannot have different indicators for each donor. It is
important that EU supports the PA to develop the national M&E framework so that indicators for the PA, for the EU,
WB, DFID and other donors, are aligned to PA policy priorities and directly linked to them through outcomes/results.
There is now a 6-year plan with a 3 years financial envelope, and therefore a quarterly reporting on indicators is not
appropriate; annual reporting on a 3-year plan based on a national M&E system (2017-2019) would be frequent
enough.

In Education, the indicators chosen were not really based on priorities of the sector plan as, for example, Early
Childhood Education Development (ECD). Changes in such area cannot be measured every quarter. It is a process.
Therefore having smart indicators and at the same time results indicators is tricky. Selecting meaningful indicators
for ECD would have related to enrolment and curriculum development in this sub-sector. The Education sector plan
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has a very well developed M&E framework with 34 quality indicators out of a total of 88. What should be in the ROF
should come from existing sector indicators. The quarterly review of indicators is too frequent; the review of results
should be annual. There was a second ROF for 2016 and Education proposed different indicators than those for
2015, have they been incorporated? Other suggestion is that The same representatives should attend the meetings
on the ROF for continuity and consistency purposes, and clear next steps for the future ROF need to be agreed.

For DFID, the presentation provided a good overview for a new arrival to Palestinian Occupied Territories. They
agree that indicators should be coordinated between stakeholders and based on PA priorities, and suggest that
CSOs should be more involved in the ROF, beyond consultation.

The reorganisation of the civil service in Gaza needs to be recognised as political and not a technical indicator as it is
outside of the control of the GPC.

The future ROF

The EUREP supports that the future ROF should be driven by national priorities. EU is committed to working
together with DFID and WB to unify indicators. However total integration cannot be guaranteed as each donor has its
own procedures and reporting requirements but the aim is at least to align indicators and reporting requirements.
Donors should also base their requirements on the national M&E system when it has been developed and it is
understood that DFID will be supporting its development. Like DFID the EU does not see any difference between
ROF as a tool for measuring progress and checking that policies are implemented. The question is to consider what
kind of indicators should align with the NPA and ministries’ priorities and indicators, for a 2-3 year period, with
perhaps bi-annual reporting. There has not been full engagement with CSOs. It would have been better if they had
been involved within the development of national sector strategies and not separately in the ROF.

4. PEGASE DFS

Civil Service and Pensions

The PA is satisfied with the PEGASE DFS mechanism; it is one of the most predictable and reliable funding
modality. The consultants’ proposal to directly align CSP with Education and Health or other sectors such as Social
Development to link it more directly with service delivery, was not welcomed by either the PA and EUREP. PEGASE
DFS is considered to be primarily concerned with supporting the 2 State Solution and therefore it was considered
that if donors want more influence over service sectors then they should fund them separately through
supplementary projects.

Vulnerable Palestinian Families (VPF)

A multidimensional poverty study is currently being undertaken by the PCBS and a new definition of poverty is being
considered. There have been 5 assessments of the effectiveness of the CTP, including studies commissioned by
EU, WB, DFID, and UNICEF. A unified action plan with a road map was developed in 2015 and MoSD has
implemented some activities although some significant aspects have not been funded as yet.

Thee were mixed views during the Evaluation Mission about whether the administration of VPF resulted in social
workers being over-burdened by CTP but MoSD highlighted that social services need additional investment. MoSD
welcomes joint meetings with CSOs for purposes of dialogue with donors.

Support to East Jerusalem Hospitals
There was little discussion about support to EJH. The Evaluation Mission proposed that Health should be funded as
a sector wide approach through Budget Support but this was not thoroughly discussed by the workshop.

Conditionality
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There was a discussion about ‘Conditionality’ in relation to the PEGASE DFS. The Evaluation Mission recommended
that Conditionality is not appropriate as it would hamper the 2 State Solution political objective of DFS. PEGASE
DFS is a response to the 2 State Solution, in recognition that the revenue deficit is beyond the control of the PA.
Conditions would unlikely be met. In addition, the DFS is well managed with good checks and balances so the audit
trail of funding is assured. That does not mean that the ROF could not be more directly linked to sectors to pursue
the sub-objective of improved service delivery. The PA does not support a move to conditionality and considers that
it would negatively affect the dynamic of the partnership between EUREP and the PA.

A minority of donors believed that conditionality is not necessarily inappropriate because it depends at what level that
conditionality is located e.g. process, outputs, results or outcomes. Donors do need to provide political accountability
that funds are spent properly.

5. Complementary Programmes

The CPs were discussed and are considered to be an important modality for capacity development. Civil Service
Council and PCBS highlighted positive experiences from the CPs.. The experience of the taxpayer awareness
programme identified the need for more flexibility by EUREP and the need for the PA to be in the driving seat to own
the CP.

A discussion ensued about PFM and there was a difference of views between the Evaluation Mission and the MoFP
representative about the conclusion that the draft PFM strategy document produced by the TA as part of a CP, is not
fully owned by the PA.

6. Conclusions and closing remarks by Leila Sbaih, MoFP, and Michael Voegele, EUREP:

The report and the presentation provided good analysis on how to proceed with supporting the PA and Palestinian
population. The PA should lead the process with the NPA and related sector strategies with the coordinated support
of donors.

7. EU Member States dissemination meeting

A dissemination meeting was held with EUMS on 23 November at the EUREP in Jerusalem. The consultant team
gave a presentation of the Evaluation Mission’s conclusions and recommendations. Michael Voegele then chaired a
discussion. The meeting was attended by the following 7 EUMS: Ireland, Spain, Sweden, the Netherlands, Norway,
Finland, Czech Republic, and France.
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LIST OF WORKSHOP PARTICIPANTS

PA:

Dr. Estaphan Salameh, PMO

Diyala AbdIRasul, PMO

Nida Salameh, PMO

Leila Sbhaih, Ministry of Planning and Finance

Rawan Abu Mayyaleh, Ministry of Planning and Finance
Thawq Abdelhalim, Ministry of Planning and Finance
Abdalgader Suliman, Ministry of Planning and Finance
Esmat Adu Rabea, SAACB

Nisreem Zughaiar, General Personnel Council

. F/Dr. Ma’'moon Jabr, Dir M&E; Ministry of Education and Higher Education
. Maria Yousef Al-Aqgra, Ministry of Health

. Daoud EI-Deek, Ministry of Social Development

. Khaled Al barghuthi, Ministry of Social Development

. Samaar Awad, Palestine Central Bureau of Statistics

. Dima Masad, Palestine Central Bureau of Statistics

. Samar A Agrougq, Office of Care of Disabled, An-Najah University, Nablus
. Dr Nasar Nasaal, An Najah Child Institute, Nablus

Donors:

Gauthier de Woelmont, Belgium Development Agency
Sandro Accorsi, Italian Agency for Cooperation
Jemima Gordon-Duff, UK

EUREP:

Michael Voegele
Stephanie Rousseau
Rami Al Azzeh
Simone Brotini
Oliver Schwarten
Shareen Abu Eid
Marzia Dalla Vedova

Consultants

Roz Saad
Mahieddine Saidi
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1.10. Power Point Presentation

and Results Oriented Frameork
in the period 2014-2015

DISSEMINATION WORKSHOP

TO STAKEHOLDERS

Presented on Tuesday November 2016

|GE Ramallah (at PPFI)
Roz SAAD & Mahieddine SAIDI

OBJECTIVE AND CONTENTS -

Workshop Objective: To share and discuss the key
findings and recommendations of the evaluation with key
stakeholders.

Contents
1. Evaluation objectives, approach and methods

2. PEGASE DFS CSP, VPF and EJH conclusions and
recommendations

3. Pilot ROF conclusions: Design, Indicators, Targets, Reporting.
4. Complementary Programmes conclusions and
recommendations

5. Global Assessment — key linkages across the clusters
and recommendations for the future ROF.
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1 Indanandant accacermeant of the
. ngepengent gssessment of in

PEGASE ROF pilot phase
PEGASE DFS programmes

Complementary EU-funded programmes in support to the
Palestinian national development agenda.

arfarmance nf
INncCaTo

(o)
e S R H

2. Conclusions, lessons leant/ recommendations to improve
the effectiveness and efficiency of

PEGASE ROF: EU Joint Strategy aligned PA National Policy

Agenda 2017-2022

(i) PEGASE DFS programmes
Complementary programmes funded by EU.

* PA salaries/pensions
(MoF civilian payroll)

* €1.3bn since 2008 EU/EUMS

* €135m 2014, €124m 2015
EU/EUMS

+ Approximately 16% of
MoF civilian payroll

+* Ineligible: security forces;
political positions; daily paid;
seconded outside PA; certain
cost centres; salary < NIS 600;

ﬁ,t in reference months
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* MoSD social allowances (Cash
Transfer Programme)

* €300m since 2008

* €94 Million 2014&2015, 65,000
households

East Jerusalem Hospitals
(EJH)

* MoH referralsto 6 EJH

* €62m since 2012

* €15m 2014, €28m 2015 EU/EUN§



CIVIL SERVICE AND PENSIONS

CSP contributes approx.16%to PA payroll and pension expenditure.
CSP Payment schedule fixed in advance and usually paid in timely
manner by the EU, but twice delayed during 2014-15.

PA salary budget is unpredictable:late /partial salaries issued due fo
budget shortfalls from outstanding Gol Clearance Revenves.

PA Payroll Systems (antiquated) and capacity needs assessment
required
No a demonstrable link between CSP and the PAR reform.
No direct link between CSP and service delivery
Efficiency review of PEGASE DFS CSP processesin2014 -
administrative processestightened by EU.
All donors highly satisfied with the mechanism but some consider
need for demonstrable results.

Overall view of PA and donors is that ‘Conditionality’ is contrary to
the ‘2 state solution’.

VULNERABLE PALESTINIAN FAMILIES

..)!,AV\.J P

EU contributes 43% of overall CTP budget, benefitting an average
60,000 households out of an overall average of 118,000 households..
Provides safety net to most poor but social allowance too low to make
impact extreme poverly - multi-dimensional poverty study being
undertaken by PNBS.

CBOs’ views: Regional MoSD lacks capacity, poor coordination &
communication; few services commissioned by MoSD; CTP perceived
to be inflexible - excluding individuals facing multiple disadvantage.
CTP database is valuable data source for MoSD to target othernon-
cash interventions and isregularly updated by regional MoSD.
Progress has been made by MoSD but significant actions from several
CITP efficiency studiesremain outstanding.

MoSD confident NPA ‘social development sector strategy’ willfocus on
priorities: economic empowerment and inclusion, and specific client
group focused services.
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EAST JERUSALEM HOSPITALS

1. 85% of referrals to EJH are from MoH: EU support fo MoH is
crucial to keeping EJH open.

2. Demonstrable improvements of quality of EJP against
international standards.

3. The sector is well supported including: Italy, France, USAID
(Intrahealth), WHO, and WB.

4. Sector improvement resulfs included implementation of
comprehensive referrals reform; MoH achieved Eur.25M
efficiency savings in 2015.

5. USAID (Intrahealth) is now conducting efficiency review of
referrals process fo 3 EJH.

6. Supportto EJH and current referral priorities may have
indirect effect of diverting focus away from increasing quality
of national hospitals.

1. Conditionality of PEGASE DFS should not be considered as
an option by the EU in the short- medium term as not
conducive to 2 State Solution.

2. CSP payments could be targeted to Education and Health
employees to make linkages clearer to those sectors

3. EU/EUMS should differentiate its political from its technical
objectives and seek to resolve political issues through high-
level policy dialogue.

4. EU/EUMS should support the implementation of outstanding
recommendations of CTP efficiency studies.

5. EU should pilot differential models of targeted assistance to
extremne poor (not only VPF) based findings of multi-
dimensional poverty study.

6. EU/EUMS should consider broader sector-wide approach,
including potential for Budget Support.
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1. The ROF 2015, inits principles, is o relevaont and appropricte initiative in
relotion toitsgeneral goals as spelled out in the MoU.

2. His design during the Pilot stage, its institutional setting and the rooting of
itsindicatorsinthe six “sectors” hasfocused on key areas deemed as of
priority relevance for dialogue with the community of donors.

3. Howeverthe design of the pilot ROF faced several challenges:
It did not match the PNDP 2014-14 priorities and KPIs; 11 wos geveloped in vocuum, as 1he
PNDP was not implemented timely by the PA, and its MAE system not in picce,
e ROF wos not directly finked to funding of selected sectorsinciucec inpilors 1 & 2.
Indicators selected for Service Delivery Sectors (such as MoH and MOEHE) did not fully
refiect their policies anda priorities.

TheIndicators selected in the ROF are a mix serving four different perspectives:
(a) Results oriented/short term [Health:in areas not sufficient fo reflect Policy priorties):

(b) Policy oriented (Educafon: Curriculum, MoEHE restructuring) but not necessarily the
approprioteones: Key Policy pricrities of the sector such as ECD, TVET, or Quality
improvement were not captured in the RoF.

(c) Reforms oriented [process): for the PAR Reform and the PFM Reform: however these
are not supported by nationally owned Reform programme documents.

(d) Political issues. the reunification of Goza & WB Civil Service placed under PAR reform,
1. PMO used the ROF to structure o diclogue on the six agreed sectors, as no national

M&E systemwasin place. In such context the pilct ROF is an experimental tool.
2. Policy dialogue on PA priorities reguires process rather thon results indicotors.
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Targets

1. Outof 24indicators, 10 were met (of which 7 in Pillor 2/ service delivery), 10 others
asunmet (7 in Pillor 1 reloted to Reforms), and 4 as not conclusive; in many cases
indicators and targets are not SMARTLY formulated: Although substontive progress
was achievedin some areas (like Education Curiculum developedond
implemented forgrades 1 to 4) but not caoptured through the indicator.

2. Severqgltargets, principally those related to Reform processes, are notrealistic in
terms of timing. The avaiability and Cabinet opproval ofimportant reforms (such
os PFM, PAR, or Education Curiculum, or Restructuring of a Ministry) cannotbe
targeted for  months.

3. International procfice shows thaotreformssuch os PAR & PFM need to be
thoroughly prepared, invoiing ol key stakeholders and internalstructures of LMs,
fundaomentally discussed, fully owned by the future implementers and the LMs to
which they cpply, andgiven a high status in the cgenda of their institutional
sefting, with appropriate funding of reform programme action plans.

PILOT ROF

Lessons learned drown from the Pilot RoF annualreport:

-

Ownership & Aid effectiveness: o prerequisite for the RoF is that it should be anchored
inthe NPA.

2. Harmonisation: an efficient clarification of the division of responsibilities between the

o

different stakeholders: the PA should lead the process of monitoring, evaluation and
reporting of the ROF (the new M&Ein the Caobinet Secretariat General).

Timing of reporting should be on bi-onnual basis;
Consuitation with Civil Society should be systemafic.

The HLPD meetingsrequire high level representationfrom PA/LMs & strong
preparation.
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Contract Number ~ Contract title l,

(EUR)  period
. Institutional Strengthening of the State Audit and

s;puzowm Adninsraive Contol Bt (SAACB) - hse 245950 :zzzgg:‘; '
ENI2015/363- | Technical assistance to the Palestinian Authority 235 587 20/102015
265 in Public Financial Management Reforms 101042017
ENI2015/357- | EU support for tax payer awareness campaign in 949 900 08082015
417 Palestine 07/0272018
ENPI2013/329- | Technical Assistance to Support the Civil Service 1 408 500 25112013 -
527 Reform in the West Bank and Gaza Strip 24/0522016
ENPI2012/280- | Capacity Building for the Statistical Programme 1 419 804 0112012 -
370 2012-2013 0210972015

Totals 6513671 142 months

COMPLEMENTARY PROGRAMMES

C1: Institutional Strengthening of SAACB: Sustaned caopacity developmenienabled
SAACB towards meeting INTOSAI standards and providing effective range of audit to
PA in relation to financiolmaonagementond performaonce improvement.

C2: TA to PAin PFM Refoms: PFM Reform Strategy is not owned by PA (yet no cleor
agreement on PFM Reform progrom and agenda and lock of dedicatedinstitufional
arangements).

C3: EU supportfor tax payer awareness campaign in Palestine: High dissotsfacton
with TA: missed opportunities forincreasing revenue due to late start of owareness
campaign; Urgent support required to legisiative reform and on-line toxpayer
registration system.

C4: TA Supportto GPCis apprecioted. It producedsubstontial progressin areas of CS
reform (CivilService low, CS performance & IT development). This support is norowly
focused on CS Reformraother than o broaderfocuson PAR.

C5: Supportto PCBS {nationalimplementafion) produced expectedresults; however
insufficient for PCBS to feed the national M&E fromework & the strategic Statistics Plan.
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Further institutional and capacity developmentis required:
* PCBS, tomatch the requirements of the future natiocnal M&E framework.
¢ GPC to pursue the civilservice management framework started with CP.
* Suppert to formulote and agree progressive PFM & PAR reforms.
New CPs to support national planning and M&E:
National M&E fromework and connection to LMs-M&Es.
PMO forthe coordination of the NPA & naticnal planning process.
CP design improvemenis:
* Linkagesto supporting areas of policy dialogue in future ROF.
+ Need tcbe ‘owned’ by counterparis.

+ Complementary to sector reform support programmes that are welldefined,
agreed upen, and PA cwned (Health Education, PFM, Civil Service, Social
Develcpment, PAR).

* A Policy Dialogue Facility could be established to fund the policy diclogue
activities of the ROF and provide copacity toinvelved sectors, PMO’s
Pricrities, Policies and Reforms Unit; DG/M&E.

The Pilot ROF 2015

* Derives mainly from EU-MS sector fiches, cn the basis of the LDS and division
of lobour for Palestine, articulated with other Denersinterventions;

* Was developed with little connection to the PNDP 2014-2016 and i1s M&E
indicators, as these were not yet implemented by McPAD;

* Has no directlink to the PEGASE DFS. clthcugh the 2 service deliverysectors
selectedinthe ROF are also partially served by the DFS mechanism;

* Was developedin parallel to the EJS and JPA but o convergenceissocught;
+ Severalstokeholders do not see it well appropriate for dialogue on policies;

* |ts pilot period was too short and was extended 1o 2014:tc feed future ROF.

+ Developedbefore the pilot ROF, the 5 CPs relate to areas selected in Pillar 1.
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GLOBAL ASSESSME

The Future ROF is sought toresult from converging inputs

(illustrated by the dark green thick arrows) bottomto top of the figure):

The NPA 2017-22 : political priorities and sector policies priorities:

The KPIs in the national M&E, attached to the NPA priorities;
Lessons Learnt from the Pilot ROF 2015 and ROF 2016;

The European Joint Strategy (EJS) and the Joint Programming
Approach (JPA);

» Inputs from additionally CPs & capacity building initiatives required

(for planning and M&E).

Risks : weak/unprepared sector planning in NPA & national M&E.
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PEGASE [EU-MS + Donors (SF+LDL) ]
DFS

CSP-VPF-EJH

§Bayoys jujor unadoini

to
werras % Pilot ROF 2016 |

EU CP- PAR-GPC
EU CPs: SAACH -Tax-PFM lessons learned TJ

Future
Results Oriented Framework

PA -EUMS High Level Policy Dialogue
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1. Refocus the ROF as policy dialogue instrument to
discuss policies andissues to fit national priorities.

2. The future ROF should be articulated to funding
contributions of partners to sector programs and reforms
priorities, independently from/in addition to the PEGASE
DFS.

3. Support a secretariat in the DG/M&E in Cabinet to
prepare, support and advise the HLPD on the ROF.

4. Elevate the level of participation to the HLPD and
include the appropriate and responsible PA stakeholders.

THANK YOU

» Key questions:

« 1) Are there factual errors for correction/ areas of
clarification?

* 2] Do you have commentson findings and
recommendations?
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