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Introduction

This report covers the main points of the discussion at the INTERREG I1I1B and IlIC Programme
Management Seminar held by the INTERACT Point for Qualification and Transfer in Brussels on
5+6 July 2004. Participants came from eleven of the INTERREG IIIB programmes and all four of
the IlIC programmes. We would like to thank everyone who attended, gave a presentation or
facilitated one of the workshops for their active participation in the discussion and for sharing their
experiences of implementing INTERREG.

The discussions at the seminar were far ranging but also sometimes limited due to time pressures.
We apologise for any important comments that may have been left out and for any necessary
simplifications of the points made during the debates. We hope though that this report captures the
essence of what was discussed and the conclusions reached.

The event was organised in the belief that no programme management problem should be left
unaddressed. Even when a problem could not be solved, ways could be found to adapt to the
situation it created and many of the solutions needed already in fact exist within the programmes.
This report has been written in the same spirit. It combines the problems and solutions that
participants proposed and tries to present ideas that can be used in almost all situations. That said,
it is not comprehensive and we realise that not every programme will find what it is looking for in
the report. The report should therefore be seen as an invitation to contact us about the questions
that remain unanswered, the statements that you disagree with and the issues where more work
still needs to be done. If you can't find what you need here, tell us why.

The seminar focused on the need to find common solutions to programme management
challenges but also confirmed the fact that many difficulties are due to external factors and that
these are often the source of greatest frustration. The National Authorities, the Commission and
different programme management bodies often have conflicting views on the best course of action
and sometimes the solutions eventually adopted create extreme challenges for implementing
bodies. It was not the intention to belittle these difficulties during the event but rather to suggest
that they form the context to which all programmes must adapt if they want to succeed

Another point that we would like to emphasise is that the Brussels event and all subsequent events
aim to create a forum where opinions and experiences can be exchanged openly and honestly. It is
not the intention to elevate some programmes at the expense of others and for this reason none of
the comments in this report are related to specific programmes. Anyone wishing to contact another
programme for exchanges of experience should therefore contact the INTERACT Point for more
information on which programmes are working with relevant systems and procedures.

We would also like to stress once more that we see the event as the starting point of a longer
process. The report contains several suggestions for potentially useful work that could be carried
out by INTERACT or people working in the INTERREG programmes but we would welcome more
contributions here — whatever the subject. INTERACT has been designed to respond to your
needs but will only be able to do so if we know about them.

Contacting INTERACT Point Qualification and Transfer

L
ﬂ Telephone: +45 87 27 10 74

% E-mail: matt.nichols@interact-eu.net

Fax: +45 86 60 16 80
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Would you like to be a facilitator or rapporteur for a Qualification and
Transfer workshop?

Would you like to give a presentation at one of our seminars?

Do you have any documentation that you would like us to look at or a
subject you would like us to address in a future event?

We are continually on the look out for the people and the subjects that will be able to make a
contribution to INTERREG. Whether you want to play an active role or just tell us about something
that seems important to you, get in touch and get your views heard.

Please contact us or fill in the form below or send us any relevant documentation (with a short
explanation).

<

Name:

Position (MA / PA /JTS, etc.):

Interreg Strand and Programme:

Institution:

Address:

Telephone:

E-mail:

Interest: (Facilitator / Rapporteur / Presenter, etc.)

Additional Information / Comment (please continue on to another sheet if necessary):

Please return this form to:

INTERACT Point Qualification and Transfer

Seeta Rajani ¢ Jernbanegade 22 ¢ DK-8800 Viborg ¢« Denmark
E-mail: seeta.rajani@interact-eu.net

Fax: +45 86 60 16 80
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Summary

The report is divided into chapters corresponding to the main issues discussed during the
workshops at the event. Chapter 1 covers general N+2 and de-commitment issues, the current
status and the developments that can be expected. Chapter 2 and Chapter 3 go into more detail on
the need to allocate programme funding and to ensure that projects perform as planned. Chapter 4
brings together ideas on how to minimise de-commitment and the practical decisions required in
programmes that are going to de-commit. Chapter 5 explores the basic requirements for
successful programme implementation and the effective cooperation of different management
bodies. Chapter 6 addresses project generation and communication about the programme while
Chapter 7 contains some initial observations about the future of the programmes under the new
Co-operation Objective.

Most sections end with a series of conclusions and proposals. The proposals are divided into
‘Surveys’ and ‘Guidelines’. Surveys are recommended when there is not at present enough
information on which to base decisions. This is often the case when programmes are using very
different procedures but it is still too early to assess the relative effectiveness of the alternatives.
Guidelines are recommended where there seems to be a good argument for increased
harmonisation of programme documentation. The term guidelines has been chosen deliberately
rather than templates because it is accepted that all documents will have to be tailored to the
precise requirements of the programme or project in which they are used. That said, detailed
guidelines are envisaged, which will only require slight modification before use. The guidelines are
proposed as a way of drawing together examples of good practice and saving considerable time in
the preparation of the new programmes. We would particularly welcome comments on these
proposals.

If a general conclusion should be made for the event, it would have to be that all of the
programmes represented are responding energetically to N+2 and other programme management
difficulties that they face. Despite this, it is clear that there are differences as some programmes
will avoid de-commitment completely or almost completely while others will not. That suggests that
N+2 can work for INTERREG IlIB and IlIC programmes although this is of course an over-
simplification. In some programme areas there is a tradition of cooperation and this has clearly
made life easier for the programmes operating there.

Nevertheless, it was equally clear that action is possible on many of the issues discussed whether
it be failure to attract the right projects, high numbers of ineligible or unsuitable applications or
extensive problems with reporting. These things are not generally a matter of chance and ways of
improving the situation already exist. The challenge then for programmes facing these types of
difficulties is to accept that action is heeded to improve the situation and then to do whatever is
needed to implement the necessary changes. It has become something of a standard to say that it
is difficult to implement transnational and inter-regional programmes and projects. This is
undoubtedly true but it should never become a reason for not taking action.

The seminar was organised by the INTERACT Point for Qualification and Transfer. There are four
other INTERACT Points serving the INTERREG community — Tool Box, Information and
Animation, 11IC Coordination and Managing Transition and External Cooperation. Details of their

Funded by the Community Initiative Programme INTERACT
The views contained within this report are those of the authors and the Managing Authority of the INTERACT Programme is in no way
liable for any use made of the information contained herein.
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1. The N+2 rule and De-commitment

N+2 and current programmes

The current
N+2 and de-
commitment
status

N+2 and
allocation of
funding

Sow project
spending

The seminar focused on N+2 because, like it or not, it is the measure being used by most
Member States and other observers to assess the efficiency and effectiveness of programme
and project implementation. As several people at the event commented, it would be a shame
if this were to be the only measure used to assess programmes and the quality of the work
that is being achieved. It is likely, however, that this will often be the case until programmes
can remove N+2 from the equation by avoiding all de-commitment. The level of de-
commitment is widely perceived as an indicator of the need for change in programme and
project management practices and this is the reality to which we must all adapt.

In 2003, approximately €9 million was de-committed from INTERREG programmes. The
expectation is that this amount will rise in 2004 as many programmes have now entered their
first de-commitment year while those programmes that faced de-commitment last year will
not be able to deduct the 7% advance from the required spending for this year. Added to this
is the fact that many of the approved projects have still not entered their main spending
phase so the safety margins available this year are extremely thin. More positively, the
situation should stabilise in 2005 when many more projects will enter their main spending
phase. The seminar aimed to explore the different methods that programmes were using to
minimise de-commitment in 2004 and to ensure that the problem is indeed lessened in 2005.

It became very clear that the de-commitment risk has two different components. On the one
hand, there is the risk created by programmes failing to allocate a sufficient proportion of their
funding in good time. The Commission’s estimate for a good level of allocation is 70%-90%
allocation of funding by mid-2004. If there is one clear lesson to be learnt from this
programme period, it must be that a good level of allocation is essential from day one of any
programme and that the new programmes must therefore have a range of good projects
available at the start. Project development work for the new programmes therefore needs to
start well before 2007.

A related problem that was raised during the seminar is the one faced by programmes that
have now received additional funding as a result of the accession of the New Member States.
These programmes may have achieved the recommended level of allocation for the old
budget but now have a significantly increased budget and only limited time to spend it. This
could create a de-commitment problem where none has existed before. In some cases there
was also political pressure to hold back part of the original funding so that there would be
enough money for projects with full New Member State participation. This programme period
has certainly been unique in terms of the number of new Member States joining but if further
accessions occur, committees should be aware that this practice is self-defeating when it
leads to de-commitment.

On the other hand, there is also a project element to de-commitment. It became clear that
many programmes have sufficient levels of allocation but have difficulty reaching their annual
spending targets because of slow project spending. In these programmes there was a need
for certainty about how much spending could actually be expected (some estimates were too
imprecise) and then for developing ways of ensuring that this spend was achieved. In some
cases this problem was compounded by programme procedures, which could add
considerably to the time required during key phases of the programme. In such cases the
task of programme management must be to analyse the procedures and present programme
stakeholders with the implications. They may of course refuse to take action but at least the
programme will have done what it could.
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For programmes that had already allocated a significant proportion of their funding, total
avoidance of de-commitment remained an option provided that projects performed as
expected. For those programmes where allocation had been slow, it could not be expected
that the projects so far approved would be able to spend enough to avoid de-commitment. As
was pointed out by several participants, the issue here was one of minimising the amount
lost.

There are therefore three main answers to the question, ‘Why do programmes de-commit’.
Slow allocation of funding at the start of the programme leads to the most serious problems.
Slow project spending is generally less serious but can still lead to de-commitment of
significant amounts. Programme procedures may also play a role especially if they slow down
application or payment approvals.

Programmes that are looking to make changes have to accept that there are no ‘quick fixes’
or miracle cures for de-commitment and that only minor reductions will be achieved in the
amount de-committed this year with the methods suggested by the programmes that
attended the seminar. Longer-term systemic changes will probably need at least a year to
show results and should therefore be initiated as soon as possible if they are to have an
effect in 2005. Chapter 4 contains an extensive list of possible actions.

One final issue should also be mentioned: the late approval of programmes. This has meant
that no INTERREG 11IB or llIC programme has actually had the full three years that are in
theory available before the first de-commitment. It also means that the budget allocations for
some programmes have been compressed into five years rather than six and annual
spending targets have therefore become much tougher. These factors definitely have an
effect but at the same time it must be noted that different programmes facing the same
conditions have achieved widely differing degrees of success in avoiding de-commitment and
there are clearly lessons to be learned.

There is no benefit to be gained from further discussion of late approval with regard to the
current programmes but it does confirm the need to be prepared for this kind of difficulty next
time. The Commission has committed itself to ambitious targets with regard to approval of the
new programmes but it would be unwise if we did not hope for their success but plan for
delays.

The N+2 Rule and the new programmes

No change to
theN+2rule

Programmes
should avoid
all de-
commitment in
the next
programme
period

It has been made very clear by the Commission that the N+2 rule will not be changed for any
future programme period and this position is confirmed in the draft regulations for the new
programmes. Put simply,

e All cooperation programmes (cross-border, transnational and inter-regional) will still

be subject to the N+2 rule.

¢ No change is being considered. There will not be an N+3.

e De-commitment will still be based on spending incurred by 31 December

(i.e. programmes will not have 36 months from the date of approval).

e The N+2 rule is strongly supported by many Member States as a way of improving the
efficiency of programme implementation. There is very little national level desire to change it
and the Commission has therefore suggested that requests for change should be directed to
the Member States rather than desk officers.

These are the N+2 facts for the new programme period and they have a number of
consequences.

e Time spent trying to get the rule changed is time wasted.
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e All programmes now have extensive experience of N+2 and there will be little
understanding for programmes that fail to introduce measures that allow a complete
avoidance of de-commitment in the next programme period.

e The time to start planning for the implementation of the new programmes is now.

Conclusions

¢ None of the programmes have been implemented under optimal conditions but there
have been considerable differences in the way they have managed these circumstances.
Reasons and corrective actions therefore need to be identified.

o Programmes should consider three areas: their allocation rate, project performance
and the efficiency of programme procedures.

e There will be no change to the N+2 rule so future programmes must remove the
bottlenecks that have caused delays under the current programmes.

e Even the programmes that have so far avoided de-commitment have found this
difficult. The safety margins in the first two or three years of a programme are extremely
small and minor problems can have a disproportionate effect.

Surveys

e Overview of programme allocations. There is at present no overall picture of when

and how much each programme has allocated, the number of applications it received, the
number that were eligible etc. This would be a helpful resource for future comparisons and
would save time in future discussions by providing a factual basis for understanding the
current situation in individual programmes.
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2. Programme spending

Allocation of Funding

Why
allocation was
slow in some
programmes

Not enough
applications

How much
needsto be
allocated?

It is obvious that the only way to avoid de-commitment is to allocate the money to the projects
and that in some programmes this process did not start quickly enough. Sometimes this was
due to programmes being slow to set up the structures and procedures needed for
implementation, which caused delays between programme approval and the actual start of
operations. For the new programmes this start-up information should be decided as part of
the drafting of the Community Initiative Programme and supporting documentation should
also be prepared in consultation with programme preparation groups so that it is ready for
approval at the first meeting of the Monitoring Committee.

Once the essential structures were in place for the current programmes, some programmes
faced problems (and in some cases continue to have difficulties) because there were not
enough project applications or the quality of those received was too low. Both problems are
clearly related to the information made available to applicants. The programming documents
should provide a clear strategic steer for the type of projects that the programme is looking
for. The documentation supporting the application form should then tell applicants what they
will need to be able to demonstrate if they are to meet programme requirements. Information
events and opportunities for direct contact with the programme should also be offered. This
should be enough to allow a strong start (see Chapter 6 for ideas on project generation).

One final problem was that the extent of the allocation required in the first years of the
programmes was in some cases under-estimated. The allocation required is of course tied in
very closely with project spending profiles and some of the difficulties experienced result from
the fact that most projects were too optimistic about their spending profiles (and were
sometimes encouraged into this by the programmes, which wanted a strong early spend). A
five-year project will not achieve 20% of its spend in its first year and in general it can be said
that a 4 or 5-year project will not achieve significant spending until its third year of operations.
This fact was not fully appreciated in some early projections about the amount of allocation
needed to avoid de-commitment. Clearly, when each project approved is only spending a
small amount of money, lots of projects will need to be approved to meet the de-commitment
target.

This spending pattern is not limited to INTERREG projects and is not a negative feature. It is
typical of spending profiles for innovative projects. The general pattern illustrated below was
confirmed as an accurate representation of most project spending in the INTERREG
programmes that provided information. In the next programme period programme and project
managers, national authorities and committee members need to be more realistic about what
can be achieved.
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Standard Project Spending Profile
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As programmes, we require that projects are implemented by the whole partnership in
cooperation. It is therefore natural that in most cases the early stages of their work are
dominated by planning and preparation and that this is reflected in the spend achieved. What
is essential is that programmes are managed in a way that takes account of this spending
profile. This has two important implications for INTERREG programmes. Firstly, the low
spend in year 1 and 2 means that a significant proportion of the programme budget needs to
be allocated in these years if programme spending targets are to be met. This need for early
allocation means that the practice of setting limits for how much can be allocated at each
Steering Committee or reserving funding for later calls for applications becomes extremely
dangerous.

The second implication is that there are many variations on the project spending profile
shown above and in some projects more spending occurs in the early years. As a result,
programmes can never base their forecasts on this kind of average estimate. The only way to
accurately answer the question, ‘How much needs to be allocated?’ is therefore to use
project spending targets, which will provide an accurate programme spending profile when
combined with TA expenditure. The spending targets need to be set by the projects and
although they are not perfect (actual spending is almost always lower than the projection),
they do provide a working model of spending based on each project’'s expectations and
situation. These targets then form the basis of de-commitment forecasts and are an important
element in monitoring project performance. Ideally there should be annual spending targets
for every project partner as this makes it easy to identify the exact source of any
implementation delays.

This is the broad pattern of project spending but there are nevertheless some factors which
can extend the start-up phase even further but which could be avoided (see the section on
‘Project Management Problems’ for a more detailed discussion). As an example, some
projects wait for approval before arranging a meeting of the partners. This means inevitably
that the actual meeting will not take place until some months after approval. Other projects
plan this meeting provisionally for shortly after the Steering Committee meeting. If approved,
the key staff are available and the meeting goes ahead, potentially saving several months of
project working time. Programmes can identify these practices and communicate them to
project developers.

10
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Another issue that was considered during the seminar was project over-budgeting and the
effect that this might have on de-commitment. It is widely accepted that most projects do
over-budget and it is indeed good practice to allow for a funding reserve in the project budget
to deal with unexpected problems but the budget reserve allowed for is often excessive.
There is a particular problem with the Regional Framework Operations set up under some of
the IlIC programmes. Here the problem must at least in part be caused by inexperience and it
is important that the programmes concerned draw on the lessons learned to provide projects
with realistic advice on future budgets. There are two main programme responses.

Some programmes use conditional approval to renegotiate project budgets. Although this can
undoubtedly play a role in improving project quality and represents an easy compromise
position when the Steering Committee is unable to reach agreement, there are two potential
problems with this approach. Firstly, the renegotiation phase requires time and happens at
the point where it is most important that projects get started and start spending. Secondly,
there must be a danger that when knowing there is a strong chance of budget cuts projects
will pad their budgets even more to allow for this. It will be very interesting to see at the end
of the current programme period whether this was the case and whether renegotiation of
budgets does lead to lower amounts being returned to programmes.

Other programmes do not generally seek to alter project budgets. If project budgets are
judged to be too unrealistic, the project can always be assessed as representing poor value
for money and asked to reapply with a revised budget. In general, this procedure of asking
projects to make the necessary changes and then re-apply saves valuable time for
programme staff and ensures that the project partnership backs the new budget, work plan
and timeline (which it has itself drafted). The projects are of course delayed by approximately
six months because they must wait for the next Steering Committee meeting but the new
application is generally much stronger and these projects tend to start well. The success of
the procedure does of course depend on giving clear information about why the project was
rejected.

The problem with not cutting project budgets is that it increases the danger that projects will
return unused funds to the programme at a late date when it will be challenging to allocate
and spend them. This problem is again lessened if there was strong allocation in the early
years of the programme, as many projects will finish in 2005 or 2006 in time for the funds to
be re-allocated. If funds are returned very late, there are a number of potential responses.
One is to have a number of small projects on ‘stand-by’ so that they can either take up any
funds returned to the programme or wait for the next programme period if no large amounts
are returned. Another is to allocate small extension grants to successful projects that have
already finished but which have positive ideas for the new programme period. This money
could then be used to maintain the partnership and fund project development. The other is to
over-allocate the programme (allocate for example 110% of funds). This is of course risky as
it relies on projects under-spending and there are serious consequences if they do not. In
national programmes this risk is generally acceptable because only one Member State bears
the risk and can choose to cover any funding shortfall if projects spend their full budgets. In
transnational programmes, however, Member States do not normally have additional funding
available to cover any overspend and the procedures for deciding how much of the
overspend should be paid by each country would be extremely complex. Many programme
committees will therefore not allow this approach to be used.

11
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Conclusions

e Every programme needs to be ready to commit heavily in year 1 and 2 of the new
programmes. A project generation strategy needs to be in place to ensure that this happens.
e Programmes need to be aware of likely project spending patterns and plan allocation
accordingly.

e Every project should provide annual spending targets down to partner level. These should

be included in the application and the subsidy contract.

Surveys

e Comparison of budget cuts imposed and the amount of funding returned to programmes.
e Comparison of the time required to fulfil different types of conditions.

Both surveys need to be carried out when enough evidence has become available but preferably
before the ex-post evaluations so the findings inform decisions on implementing the new
programmes.

12
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3. Project performance and solutions

What causes project start-up delays?

Sow project
start-up

Project
partnership
agreements

Partnership
agreements
should
formalise an
intention to
cooperate

The ‘slow’ start reported for many projects is largely a result of the spending profiles
explained above. That said, several problems can exacerbate delays at start-up and later on
in project implementation. Programmes therefore need to play an active role in monitoring
this so that they know when something is too slow and when they should intervene in project
management processes. The main causes for delay after full approval seem to be:

Delays caused by programme contracting procedures

Delays in negotiating project partnership agreements

Delays in organising project meetings for detailed planning

Delays in securing the resources necessary for the project

Delays in setting up the necessary project systems and procedures

It needs to be accepted that most projects will not start without the contract (would you?) and
that in some Member States they are actually instructed not to do this. At the start of the
current programmes there were serious delays because of the time taken to sign the
agreements between the programme and the Member States (without which no contracts
could be issued). Where problems still exist, every possible step therefore needs to be taken
to streamline procedures for issuing the contract. One possible idea is to look at the
information and documentation that the project needs to provide before the contract can be
signed. In some cases it may be possible to wait for this information and insist instead that it
is provided before the first claim for payment is submitted.

This could, for example, be the case with project partnership agreements. During the
seminar, different views were expressed about these agreements. In some programmes they
form part of the documentation required before a project can start. In others, they are
necessary but the programme does not ask to see the documentation. Each programme
needs to assess the value of becoming involved in the negotiation of the partnership
agreement.

On the one hand, it is obviously very useful as a document for clearly defining the roles and
responsibilities of each partner and for building confidence in the workings of the partnership
but such issues may be best resolved within the partnership with the programme only
providing guidance. If the programme approves the agreement, it will be to some extent
accountable for any failures of that agreement. Most programmes prefer not to expose
themselves to such risks as they lack the legal expertise to assess the agreements. There is
also a danger that project partner organisations may refuse to work under the terms of a
standard agreement and that additional clauses will have to be inserted. This means that two
versions of the partnership agreement will in effect exist. At least one programme, however,
provides a standard agreement so these problems are clearly not insurmountable.

In at least one programme it seems that the terms of the partnership and of payment flows
between partners are causing major problems. Solutions were proposed by the other
programmes present together with the Commission and if these prove unacceptable it must
be questioned whether there is actually a viable basis for a partnership in the projects
concerned. If partnerships are not based on a willingness and desire to work together, no
amount of documentation will ensure successful implementation.

The other issues listed above represent a failure of project planning and a need for project

managers to adapt to the complexities of transnational or inter-regional projects. A number of

approaches were suggested to solve these problems. Some programmes require a progress
13



L *
* *
* *

Europaan Unien W QUALIFICATION & TRANSFER

report 3 months after approval to ensure that action is being taken. Others use the first Lead
Partner seminar (held as soon as possible after approval) to make clear to Lead Partners
what they should be doing. The event can be used to provide effective solutions for common
problems and for face-to-face meetings on project specific issues. At least one programme
carries out a system audit to ensure that sound management procedures are in place. In
most programmes, however, it is assumed that this is the case until something happens
which suggests otherwise. At this point corrective action is taken.

Project problems are not, however, limited to the start-up phase and most programmes
reported continued under-spending. The general tendency was, however, that spending
shortfalls in the first year of project work often improved in year 2 and were likely to be largely
reversed by year 3. If this is nhot happening, further action is required.

Conclusions

e Programmes must ensure that they are not the source of start-up delays.

e Projects must be carefully monitored in the start-up phase and offered support where
needed.

¢ As a minimum, programmes should offer extensive advice and good practice examples
for partnership agreements. Projects that cannot make such agreements within a
reasonable timeframe should be referred back to the Steering Committee for re-
consideration of the approval decision.

e Projects generally catch up on spending delays but in future every effort must be made
to provide more realistic spending profiles from the start.

Surveys

e Compare the documentation that each programme requires before a project is allowed
to start, when this documentation is required and how long it takes to collect it.

e Compare the content and timing of Lead Partner seminars with the extent of the
reporting problems experienced.

¢ Investigate the content and effectiveness of the project system audit.

Guidelines

e Prepare guidelines for agreements between the Member States and the programmes.
e Compare the partnership agreements that are in use and draw up a guide to content.
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As the project progresses a number of other problems may become evident. These include:

e Partnership problems (generally one partner failing to deliver the project as promised). As
mentioned above, partnership agreements are one important aspect of this problem as they
provide a contractual basis for the work to be carried out. Just as important in many projects,
however, are basic communication and trust building. Several programmes stressed the need
for partnerships to meet early and often in the project development phase and some have
introduced funding for project development activities in order to facilitate this process (a
comparative study is currently being prepared by INTERACT Point Tool Box).

It is worth noting that surveys of project responses to partnership problems indicate very
clearly that discussion and support are often much preferred and much more effective than
resorting to the penalties in the partnership agreement. In rare cases where it was impossible
to solve problems, a number of responses were used. It was generally enough for the Lead
Partner to work with the JTS to put pressure on the partner in question. Where this did not
work the relevant National Authority and other bodies were also contacted. The final solution
was always to simply remove the partner from the project but there were considerable
differences between how willing programmes were to recommend this. All of these responses
suggest, however, that the partnership agreement tends to be used as a working framework
and means of applying pressure rather than being enforced as a contract.

¢ Inadequate or incomplete planning. There are clearly limits to the amount of planning that
projects are willing to do before approval of the project and a key part of the assessment
procedure must be to decide whether this planning is adequate and whether the mechanisms
exist for more detailed planning post-approval. This does not, however, prevent some
projects from trying to start implementation before such work has been completed. Activity
monitoring can be slightly overshadowed by the financial monitoring requirements created by
N+2 but is obviously just as important. Projects failing to meet their performance targets must
be stopped and corrected.

e Although all projects will experience some alteration to the activities originally planned,
these changes should not alter the objectives set out in the project application. Changes to
objectives tend to be gradual but programme monitoring needs to be able to detect them
effectively and in time to take action. There are several reasons for this ‘creepage’ but
generally it results either from project managers discovering that the activities planned are
too difficult to implement or from the project taking on extra tasks as new information
becomes available. The programme’s project development unit needs to be able to assess
requests for activity changes as soon as they are received and must insist that the
programme needs to approve all changes before they are implemented (compare with the
section on Budget Changes on page 14). All changes that would influence the fulfilment of
project objectives must be referred back to the Steering Committee.

e Outside problems. Elections, withdrawal of planning permissions, illness of key staff,
losing the support of key stakeholders and many other unforeseen events may slow down or
stop implementation. It is therefore important that all projects carry out risk assessment and
risk management activities and that they are made aware of the need to consider these
possibilities.

e Bad project management. This seems actually to be the most common problem. Delays
get longer and longer and problems drag on for months. The most common response of
project managers who are experiencing problems is to say that they will work harder to catch
up or put things right. If existing working practices have, however, created problems then
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doing more of the same is only likely to make these problems worse. As a general rule, if a
problem can be confirmed as a one-off event then catching up on the schedule is possible. If,
however, the problem is likely to happen again, changes need to be made to project
responses if it is going to stay on track. Programmes must develop an understanding of the
early warning signals and should have enough project management expertise to contribute to
the development of solutions. If projects are under-performing, they should not be allowed to
continue without providing an action plan. Performance must be reviewed again after the
agreed deadline. Some programmes include such activities in the procedures for ‘on-the-
spot’ project checks. As always, programmes must also consider their own actions. If projects
are not provided with quick and reliable answers to their questions, they cannot be expected
to remain on schedule.

e Other. Appendix 2 contains a comprehensive list of problems experienced by Lead
Partners and the responses that they recommend.

These points perhaps paint a rather dark picture of INTERREG projects but many are
excellent and it is important that they are encouraged to share what they have learned with
others who are less successful. This is an essential part of building project development and
project management capacities in the programme areas. One programme also screened its
project managers by sending their CVs to relevant authorities. This allowed them to identify
managers who might need particular assistance. The need to build capacity was the main
argument against advising projects to hire consultants to take over project management
activities (aside from the expense that this involved). Consultants rarely passed on their
expertise and almost all programmes considered that it was better to support project
managers in developing their own skills. There are, however, important national differences
here. In some countries there have been heavy cutbacks in public services but the budget
available for consultancy services has been increased. In such cases consultancy will often
be the only way of securing the resources required for the project.

Another point to remember is that on the one hand all projects involve change and that on the
other, the current programme period is a learning experience for project partners.
Programmes must therefore be flexible and accept that mistakes will be made but must also
ensure that project partners are comfortable enough to contact the programme before these
issues become a problem. Dealing with these problems will always have to be on a case-by-
case basis but programmes and projects must be very clear about where the limits lie.
Programmes should use this period to develop workable procedures. One feature of the
bigger projects expected in the next programme period is that they will certainly have an
increased need for making changes. These changes can be expected to be more complex
and their results more serious than is presently the case and could be a source of
considerable delay if procedures have not been tried and tested.

This is particularly important when dealing with requests for time extensions for project
implementation. It seems reasonable that when the subsidy contract is delayed, the length of
the project should be extended by the same period - particularly as it would be unreasonable
to de-commit projects based on spending targets that they could not possibly fulfil. Many
projects, however, ask for further extensions when they run into trouble. Some programmes
have procedures for Steering Committee consideration of such requests but approval should
only be granted in exceptional cases. Project schedules should from the start contain time
‘buffers’ to cover unexpected delays and if these have already been used up, the project
almost certainly has fundamental flaws.

The other common change requested involves the movement of money between project
budget lines and project partners. Most programmes accept the necessity for this and set
limits on how much can be moved and what authorisation is needed. Often it is allowed to
move up to 10% between budget lines without special approval — though the programme
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should of course be notified. This gives project managers the flexibility they need in their
finances. There also need to be limitations, however, on what can be done without the
approval of the secretariat. Examples include changes to the staff costs and material
investments budget lines and the transfer of any amount between project partners. Amounts
over 10% can suggest fundamental problems and require further investigation.

During the programme lifecycle, finance and project development officers will become aware
of various issues affecting their projects. It is essential that they keep a record of these issues
and that good communication is maintained between those responsible for monitoring
financial and activity issues. In some programmes a log of contact to Lead Partners is
maintained automatically in the programme database while in others a separate document is
kept. Programmes also need to decide on the criteria they will use for assessing whether a
project is in trouble (see Appendix 4 for an example) and, most importantly, on the action that
they will then take.

Conclusions

¢ We cannot expect projects to spread spending evenly over all of the years that they run.
The first year or two generally involve set-up and planning and a lower spend. For some
projects (especially those involving infrastructure investment) heavy project spending in the
first year should even be seen as a warning sign. Equally it could be a sign of good project
planning or of preparation work carried out with different funding prior to approval.

¢ Due to de-commitment pressures, projects often submitted unrealistic spending profiles,
knowing that a good spend in year 1 and 2 would be interpreted positively. Most projects have
been unable to meet these targets.

e Consultants should only be brought in for project management if it is not possible to use
staff directly employed by the partner organisation. If consultants are involved in the
preparation of a project, they should stay on to implement the project. Project managers will
always struggle to implement a project when the project developer is no longer available for
consultation.

e Programmes should include project management in their monitoring activities. They need
ways of assessing what is going on and whether it is likely to create long-term problems.
Reports may not be enough for this and face-to-face contact will often provide a much more
accurate picture.

Surveys

e Comparison of project management problems and responses in different programme
areas.

Guidelines

e Project management guidelines for INTERREG

17




L *
* *
* *

Europaan Unien W QUALIFICATION & TRANSFER

Reporting problems

Why reporting
goeswrong

Late reports

Report filled in
wrong

Information
requirements

Project
closure

A new set of delays and problems are often created when projects have to submit reports. In
general it can be said that it is not in a project’s interests to make mistakes, particularly when
reporting, and that Lead Partners therefore try to get things right. If repeated mistakes are
made, programmes should therefore consider this to be a failure of their information services
or procedures and should look again at the advice that they are giving (a process that will
often have to be repeated several times). The first step must be to ask what the most
common problems are. These could be divided into two groups — missing or late information
and incorrect information.

Lead Partners generally blame reporting delays on other partners who have not sent in the
necessary documentation. Many different reasons are given for these delays but most can be
avoided if every project prepares a simple guide to exactly what will be needed and when,
and the effects for the partner of missing these deadlines. If a partner fails to provide the
necessary documentation they should be left out of the claim and if they have not corrected
the situation by the time of the next report, serious action should be taken. If the problem is
widespread in the partnership and/or repeated this indicates serious project management
problems and the partner(s) in question should not be allowed to continue without committing
to a plan for making changes.

Another common problem is that reporting forms are filled in incorrectly. Programmes need to
provide guidelines, examples and checklists for filling in the forms and organise practice
workshops for new Lead Partners. Because programme officers work so closely with the
forms they may be ‘blind’ to how difficult they actually are to fill in. Lead Partners should
therefore be consulted regularly and their feedback should be used to improve the service
provided by the programme. Some reporting problems result from national interpretations and
practices. If this is the case, programmes should offer targeted events for the partners in the
country concerned to find workable solutions.

The final delaying factor is more serious and results from the time required to deal with
problems in the report such as auditor reservations and ineligible expenditure. On the
positive side, this actually shows that the reports are working and are able to detect
problems! The actual problems that are detected vary enormously of course and a confident
and capable finance team is the only way to deal with them effectively. Not all programmes
have separate finance and project development units. Combining these functions does allow
programmes to have an integrated view of their projects but given the fact that so many
INTERREG problems are financial in nature, a team of finance specialists is one of the most
important resources that a programme can develop.

Programmes should also look at their own procedures and whether reports and payments
are processed quickly and correctly. They should commit to deadlines for handling claims
and should make these known to projects. It is unreasonable to expect projects to comply
with deadlines if programmes cannot do the same themselves.

One interesting issue to consider in this respect would be to compare the amount of
information that different programmes require for their reports and the effect that this has on
processing times. Clearly there is a need to find a balance between thoroughness and
collecting data that never gets used or could be more appropriately collected or monitored by
another body. No overview at present exists of the information that is actually collected.

Final reports are another issue that will soon become important. Under some IIC programmes
the quality of these reports was not always good and there were sometimes significant delays
before they were received. Under the current regulations, 5% of the project budget is

withheld until all documentation has been received and the project can be closed. Given what
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has been said about over-budgeting, however, it is to be questioned whether the projects will
need this 5% and whether the amount is therefore high enough for putting pressure on
projects to quickly deliver the necessary documents. Some programmes are withholding
larger amounts and the effects of this should also be studied. Good practice should also be
exchanged on the requirements for final reports.

Conclusions

e Bad reporting can and should be tackled!
e A good finance team is the best way to prevent projects getting lost in the reporting jungle.

Surveys
o Comparison of programme requirements for project final reports.
¢ Comparison of percentages retained from project budgets compared to percentages of
budget actually spent.

Guidelines

e Comparison of financial and activity report forms
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If there is one single most effective way of tackling the project problems outlined above, it
must be the Lead Partner seminar. This event is held in many programmes but with
considerable differences in content and participation. It is generally held as soon as possible
after the Steering Committee meeting. Some programmes hold two events after each
Steering Committee — one immediately afterwards to introduce projects to the programme
and one shortly before the first report is due. All Lead Partner Seminars seem to include new
Lead Partners but only some also include the ‘old’ Lead Partners from previous Steering
Committees. As long as projects are still experiencing difficulties it seems sensible that they
should continue to attend. The key features needed at this kind of seminar are as follows (the
points below refer to seminars where all Lead Partners attend):

o New Lead Partners need an intensive introduction to all important programme rules and
requirements. They therefore attend a separate seminar for most of the time with

someone from the programme’s finance unit and one project development officer. It is also
good to include a few of the experienced Lead Partners to comment on practical tips and
timesavers. Long presentations do not work and will not achieve the desired results.

e Reporting to the programme normally causes problems. The new Lead Partner seminar
should therefore end with a workshop that gives Lead Partners a chance to fill out a report
form and address some of the most common problems experienced.

o New Lead Partners must also have opportunities to meet the others. A lot of invaluable
advice is exchanged during these meetings and thematic cooperation between projects

can also be initiated.

e The old Lead Partners need to be informed of changes to rules and regulations. They
should also be informed of the most common problems that the programme is experiencing
with their work and how to put these right. If the content of the event is too formal, however,
Lead Partners lose interest.

e Other sessions can be designed depending on programme requirements at the time.
They can either address common project management problems or identify and document
good practice. They should be based on genuine discussion and should allow a consensus to
develop between projects and the programme on the most effective actions to pursue.

e Itis also helpful to include representatives of the body responsible for first (and possibly
second) level control. Explaining the key requirements means that it is much more likely that
partners will fulfil them from project start-up and that many problems can therefore be
avoided.

o All content should be backed up with quality documentation (Lead Partner Handbook, fact
sheets etc). If Lead Partners continue to make mistakes, rewrite the documentation so it
better explains what they should do.

These events are generally directed only at Lead Partners (normally the project manager and
finance manager) rather than the whole partnership. Lead Partners are required to continue
attending these events because rules and regulations change, and the different phases of
project implementation create different reporting challenges. The events are also tied to
identifying good practice and developing strategies for communicating results and it is
therefore likely that they will continue to be run until the end of the programme.

Some programmes organise events for all partners while others rely on the Lead Partner
principle and require that those attending communicate important information to the rest of
the partnership. One surprise outcome of the seminar was in fact the range of interpretations
that exist of the Lead Partner principle. This created considerable variations in the
responsibilities that Lead Partners were expected to assume in different programmes. In
general it can be said that reduced Lead Partner responsibility means an increased workload
at the programme level. This was particularly problematic in programmes where a large part
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