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Executive Summary

1. Background of the Mid-term Evaluation

In accordance with Council Regulation (EC) No 1268/1999 of June 21st 1999 and Commission Regulation (EC) No 2759/1999 laying down detailed rules for its application – and other legislation the Ministry of Agriculture and Rural Development of Hungary prepared and submitted the SAPARD Plan for Hungary to the Commission. MARD was responsible for the elaboration of the plan and for its implementation.

The basis for the completed SAPARD Plan were the Programme of the Government of Hungary, the Hungarian Agricultural, Regional and Rural Development Strategy, the Comprehensive Development Plan of the Hungarian Economy, the Preliminary National Development Plan and The National Agri-Environmental Programme. The aid measures are in conformity with the obligations assumed with the accession partnership and are consistent with the National Programme for the Adoption of the Acquis. The measures are in line with the Europe Agreement, including the regulations regarding state aid; and with the objectives of the CAP, especially concerning the common market organisations (CMOs) and the structural measures of the Community.

Once accepted by the Commission the SAPARD Plan became a valid programme, and the financial means of SAPARD were made available. The individual elements of the Programme are implemented on the basis of the principle of co-financing.

The SAPARD Plan was elaborated with the involvement of EU experts, the Hungarian Government, local governments, NGOs and the social partners. The Programme was evaluated in accordance with the rules and procedures laid down in Council Regulation (EC) No 1268/1999 and the legal framework of the Hungarian Government. The evaluation has two main aspects: 

· Contribution of the Programme to the implementation of Acquis Communautaire in respect of CAP and other policies

· Development of competitive and sustainable agriculture.

2. Agricultural and rural needs

As the SAPARD Plan describes, one of the most important tasks of the Hungarian agriculture and of the sustainable development of rural areas is the improvement of the efficiency of agricultural production, the implementation of the investment necessary for the changed ownership structure and upgrading the means of production. These lead to meeting the requirement to produce only high quality raw materials and food products that are in compliance with EU Regulations and meet stringent Food Safety Regulations. It is also important that the production and processing of food products is vertically integrated and that co-operation between producers is greatly expanded.

The increasing disadvantage of rural settlements is manifested in several areas. There is still a growing disparity between rural and urban areas in terms of economic development.

These disadvantages must be reduced, primarily through infrastructure development, diversification of economic activity and the expansion of vocational training and further education. All these together serve the domestic application of EU rural development principles, including the consolidation of the economic base of the countryside, its expansion and the improvement in rural employment. The creation of a stable economic base together with the modernisation of agriculture will enable the attainment of socially acceptable living standards for rural dwellers.

3. Objectives of SAPARD

Pre-accession funds enable Hungary to meet the requirements of accession. It continues to transform its administrative system according to the rules of the EU, and whilst marginal elements of Hungarian agriculture and agri-business are still uncompetitive, the SAPARD Plan continues to create a sound basis for the important learning phase of pre-accession process in which Hungary gains the knowledge of programme preparation and implementation. SAPARD also provides a basis for the practical application of EU rules on competition in addition to the development of the agricultural sector, along with the Acquis on environmental protection, procurement and equal opportunities for men and women. 

The SAPARD Plan defines measures with the following special objectives:

· Increasing the market efficiency of agricultural production;

· Establishment of the conditions of food safety, hygiene, environmental protection and animal welfare;

· Increasing the proportion of products complying with the requirement for higher quality and greater added value;

· Caring for the environment in accordance with EU requirements;

· Setting up of producer groups and developing the critical mass to enter the market under optimum conditions;

· Job preservation and creation in rural areas;

· Enhancing the capabilities of rural areas to retain population; 

4. Summary of the methodology applied

The project team had its first meeting in July 2003 in order to set up the project and start the inception phase. Initial meetings were held with the Ministry of Agricultural and Rural Development as the Managing Authority and the SAPARD Agency. The meetings with the Ministry of Agriculture were held with the head of the Department for Regional Development. The team had also met with the President of the SAPARD Agency. The purpose of the meetings was to introduce the mid-term evaluation team and to inform the counterparts on the objectives and procedures of the evaluation. The meeting with the President of the SAPARD Agency was used to establish a close working relation between the Agency and the team.

Following these meetings the evaluators decided on a work plan. It was clear from the start that there were difficulties ahead of the team, not least because the SA lacked an IT system and that the application procedure was paper based. The evaluators were left with no choice but to develop their own database, a task that took an unprecedented number of man-days.

The selection of the methodology and the scope of the evaluation were influenced by the fact that Programme implementation is still at the early stages, and during the evaluation period only four measures had been accredited. There was therefore a lack of quantitative data. In addition, there are relatively small numbers of approved and completed projects under any of the accredited measures and the investments made have not been in operation for a sufficiently long period to be able to measure their impact.

A consequence of this is that the evaluation is more dependent on qualitative rather than quantitative data, than it would have been if the implementation of the Programme had progressed further.

Given this background, the short time since the programme was launched and level of limitations the following stages were employed to evaluate the main components specified in the ToR:
· Analysis of the results of the Ex-ante evaluation;

· Validity of the SWOT (Strengths, Weaknesses, Opportunities, and Threats) analysis carried out under the Ex-ante evaluation that determines the chosen strategy, objectives and priorities of the Programme;

· Evaluation of the effectiveness of the SAPARD Programme, by answering measure specific and crosscutting questions;

· Evaluation of efficiency and effectiveness of Programme implementation.

The work on the mid-term evaluation was structured as follows:

· Evaluation of the situation since SAPARD has been programmed;

· Relevance and consistency of the programme;

· Development and efficiency of the institutional background;

· Assessment of the quality of the programme implementation (procedures and systems) and status of the programme implementation;

· Presentation of results;

· Assessment of the impact of approved projects on the objectives of the measures and on the national and EU objectives of the programmes;

· Development of recommendation.

Data collected for the mid–term evaluation consisted of both primary and secondary data. Three types of questionnaires were developed including:

· Cross cutting questions (CCQ);

· Measure specific evaluation questions (MSQ);

· Programme specific evaluation questions (PSEQ).

A total of 237 questionnaires were used. These questions were drawn from five data sources:

· Face to face interviews with applicants of approved and rejected projects;

· Additional telephone interviews with applicants of rejected projects;

· Face to face interviews with national stakeholders;

· Focus group discussions at regional level;

· Data collection from the project files of approved applications.

Each of the five distinct data collection methods consisted of a combination of CCQs, MSEQs and PSEQs. All the data gathered was analysed using a combination of statistical programmes. Specific questionnaires were designed for the five focus group discussions. These questionnaires were designed to guide the conversation of those taking part in the meetings. Detailed minutes of the five meetings were recorded by the evaluator team.

5. Summary of findings

5.1. Programming, accreditation, institutions

The programming and accreditation process in Hungary has been unduly long resulting in major delays. The originally appointed organization (Agricultural Intervention Center) for programming and implementing SAPARD was changed in May 2000 by the decision of the Minister of Agriculture and Rural Development. According to this decision a completely new institution (SAPARD Agency) had to be created. Negotiations and preparatory meetings with EC were cancelled. This decision of ministerial order can be regarded as one of the main reasons for the delay in the whole accreditation procedure.

For more than one and a half year no progress was made in setting up the institutional framework. No professional staff was hired. This inept management of the situation caused a delay in accreditation of almost two and a half years.

In 2003, based on Government decision the new Agricultural and Rural Development Agency (ARDA) was formally established on the 1st July of 2003 through a merger of the existing Agricultural Intervention Center and the SAPARD Agency.

It is clear to the evaluators that during the programming process a wide range of needs and requirements in the agricultural and rural sectors were identified, without first reviewing or ranking the need and level of urgency. Therefore the priorities of SAPARD could only partly meet the needs of Hungarian agriculture and rural areas. However, the SAPARD Plan was modified twice until the time of the mid-term evaluation and these modifications resulted in improved objectives and conditions of programme implementation.

5.2. Implementation, monitoring

The evaluators would like to see procedures, which could simplify the system of application management. The rationalisation of the internal operational manual is under process. Besides, there appears to be a continuous turnover of staff at all levels of the SAPARD Agency. If this is allowed to continue it will have a serious negative impact on the efficiency of programme implementation.

The evaluators note that the necessary information on the general eligibility criteria does not meet the applicants’ needs adequately. The criteria on the business plan assessment were not transparent and disclosed for the applicants to see whether they were eligible or not. The evaluators consider an obvious need on the part of potential applicants for clear instructions and guidance before they develop their application. The complexity of the business plan is also an obstacle for potential applicants. This is especially true of small companies who have problems in collecting all the necessary data and figures required for business planning.

The scoring system that is currently applied after the general eligibility check is used to assess the business plan according to the measure specific criteria set out in the SAPARD Plan. The criteria on economic viability, efficiency and effectiveness favour the larger and better performing companies, which include the foreign owned food-processing businesses. Application evaluators safeguard the system from losing money through not supporting enterprises with high financial risk. Such fear of failing projects may exclude many applicants with potentially viable projects.

The evaluators conclude that due to the application only of economic viability, efficacy efficiency and effectiveness criteria for the project evaluation, measure specific objectives as stated in the SAPARD Plan are not supported by the selection criteria. Since more budget was available than claims of approved projects the SAPARD Plan selection criteria should not be applied to score the projects. The evaluators agree with modifications introduced in May 2003 to approve the economic viability and see a further review of the criteria necessary.

The evaluators would like to highlight the high level of dead weight effect of the programme identified in the project files. The current definition of dead weight effect is not in full compliance with the real needs of agricultural and rural areas, because supporting useful projects, which are not possible to carry out without support, may be indicated as dead weight for SAPARD.

The evaluators conclude that the extremely high rate of rejected applications increased the administrative load, which is an important reason for the slow implementation of the programme. Most significant reasons for rejection were:

· Overcomplicated applications (especially business planning) and application processing;

· Expensive private consulting services;

· Lack of information on several viability criteria applied in application evaluation.

The main reason for the slow uptake was the delayed start of the programme implementation due to the slow establishment of the institutional system. Another reason is the lengthy evaluation procedure.

A majority of applicants stated that the information provided by the SAPARD agency during a consultation meeting was helpful. At the same time they also stated that the call for applications and the information and instructions in the application guideline were unclear in several issues and could be made more user friendly. Officials at national level and the participants in the focus group discussions highlighted the same concern.

The monitoring system mainly collects data on the status of the application/ approval/ rejection/ contracting/ payment/ control procedures and on the financial management procedures. The evaluators conclude that the indicators, mostly output indicators, stated in the SAPARD Plan are not yet collected by the monitoring information system. The missing IT system and the understaffed organisation makes the establishment of a proper monitoring information system impossible.

6. Overall findings

The evaluators conclude that the specific objectives of the Programme reflect the development priorities drawn from the SWOT analysis. The objectives of the measures are relevant to the strengths and weaknesses identified, although only four out of nine measures have been implemented. Two more, however, will be accredited prior to the end of 2003. The combination of the selected measures is not in harmony with all priorities, objectives and expected impacts of the SAPARD Plan.

From another point of view, SAPARD as a pre-accession programme is well fulfilling its function as a learning programme. Both on the institutional part and on applicants’ side the knowledge of European procedures and requirements, rural projects, the practice of writing and evaluating applications has been widely spread during the last years of SAPARD. These experiences are extremely worthy and necessary to have in the future for Hungarian officials and entrepreneurs. SAPARD is a useful instrument to improve the level of private consulting services, too, which will results in well-based consulting services available for applicants during the implementation of future development programmes. The Programme brings definitely positive effect on national level decision-makers and executives by providing them with the practice of partnership co-operations and harmonised activities.

Chapter I
Introduction

The importance of agriculture within the national economy has been decreasing in Hungary over the last decade. The loss of economic importance occurred not only in comparison to other economic branches, but also in terms of absolute input-output values. 

I.1. Indicators of the role of agriculture

	Year
	Agriculture’s

	
	Contribution
	Share

	
	to GDP
	To total added value
	from exports (together with food industry)
	from investments
	from employment

	1990
	12.5
	14.5
	23.1*
	8.7
	14.2

	1991
	7.8
	8.5
	25.1*
	4.3
	11.9

	1992
	6.5
	7.2
	26.0
	2.9
	11.3

	1993
	5.8
	6.6
	23.4
	3.1
	9.1

	1994
	6.0
	6.7
	22.7
	2.9
	8.7

	1995
	5.9
	6.8
	23.6
	2.9
	8.0

	1996
	5.8
	6.6
	21.6
	3.4
	8.3

	1997
	5.2
	5.9
	15.5
	3.6
	7.9

	1998
	4.9
	5.5
	12.0
	3.6
	7.5

	1999
	4.2
	4.8
	9.2
	3.4
	7.1

	2000
	3.7
	4.2
	8.4
	3.3
	6.5

	2001
	..
	4.3
	7.5
	3.0
	6.3a)


* Agricultural Statistics Handbook 1991, National Statistical Office (NSO)

a) Data revised by the National Statistical Office but not yet published.

Source: Agricultural Statistical Yearbook, NSO, 2001, National Accounts of Hungary, NSO, 1999.
Time series of labour survey 1992-2000, NSO 2001.  
Regional distribution of (GDP) in 2000 NSO, 2002.
Agricultural Statistics Handbook 2001. NSO, 2002.

In 2000, agriculture contributed 4.2% to the gross added value, while the same ratio amounted to 14.5% in 1990. Its share of the gross domestic product (GDP) decreased from 12.5% to 3.7% between 1990 and 2000. The sector was also unable to maintain its excellent foreign trade position. Agriculture and food industry had a share of 23.1% in 1990, 8% in 2000 and 7.5% in 2001 in total exports. Nevertheless, among the productive sectors it is only the export of food products that has maintained a positive trade balance, although with fluctuations depending on the commodity stock. Taking into consideration the tendencies of the 1990s, agriculture has a very important role in the trade balance.

The ratio of agricultural investments amounted to 8.7% at the beginning of the nineties and 3.3% in 2000. Agriculture’s ratio in the employment decreased between 1990 and 2000, first dynamically until 1994 then to a decreasing extent from 14.2% to 6.5%, sliding to 6.2% (239.4 thousand persons) in 2001. According to the General Agricultural Census (GAC) in 2000, 20.3% of the total population, that is, 23.7% of the working age population is engaged in some agricultural activity (as a hobby, complementary, subsistence or main employment character). That means that agriculture outgrows its economic framework. It plays a considerable role in preserving the rural values and developing the rural areas, in shaping the rural community, in the subsistence of the non-agricultural rural population and in reducing social problems and regional disparities.

Though endangered in several aspects, the living environment of rural areas is basically healthy and suitable for rest and recreation. Rural areas generally have rich, although rundown architectural and cultural heritage. On the other hand, services that assist farmers and the rural population in general are still underdeveloped. Energy supply and telecommunication facilities are able to satisfy the needs as a whole; however, other elements of infrastructure are still not sufficiently developed and there are considerable differences among the various settlement types. Thirty point six per cent of the homes in villages are not equipped with the basic conveniences, which is about 60% higher than the national average (18.4%). Small settlements (mostly in the regions of Northern Hungary and Southern Transdanubia) and outskirt farm sites (Northern and Southern Great Plain) are in the worst possible situation. Public utilities, infrastructure and services are usually worse than in the bigger settlements and the transportation and access systems are extremely bad. As a consequence, their chances of economic development are limited. Infrastructure connected to agricultural production (sites of individual farms, agricultural service road network, water supply and drainage systems and modern manure disposal) is neglected, or in bad condition and does not adjust to the new land use and ownership conditions. Self‑organising abilities and cohesion of rural areas and communities are weak. Villages taking the initiative for development are isolated. Programming and project planning knowledge of the population is insufficient. Local attachment and environment consciousness of the rural population (especially of the younger ones) is receding

Hungarian Agriculture has been the beneficiary of the PHARE Programme since 1990, by the year 2000 the implementation of five programmes have been completed with a total allocated budget of €78.5 million. During these years PHARE support for agriculture went parallel with the progress of economic reform in the sector.

The objective of the first programme (HU-9004, budget €20 million) was to establish or reinforce sectoral institutions, which did not have sufficient capacity to operate in the market economy. The second programme (HU-9001, budget €13million) was targeted at two distinct areas:

1. Assisting the emerging privatisation of the Hungarian food sector

2. Counselling and supporting the restructuring and privatisation of the large co-operative and state farms in Hungary.

The third programme (HU-9202, budget €5 million) concentrated support on helping these sectors remain financially viable. Having prepared the ground in the agricultural sector, the fourth programme (HU-9304, budget €30.5 million) concentrated on the provision of assistance for the sector’s entrepreneurs and their investments. Following the relevant resolution of the Copenhagen Summit in June 1993 setting the criteria for EU Membership of the associated CEECs and following Hungary’s formal submission for membership in April 1994, the fifth agricultural programme (HU-9505, budget €10 million) concentrated on assistance for the preparation of the sector’s administration and its most important institutions for accession. The implementation of the above programmes was completed by the year 2000. Two further PHARE programmes dealing with agriculture were implemented in Hungary. 

Following the EU Commission's proposals, Hungary as an associated country of the European Union has access to financial support for structural reforms in agriculture and rural development starting from the year 2000, i.e. SAPARD (Special Accession Programme for Agriculture and Rural Development). Funding is available from 2000 to 2006. The Programme is implemented in accordance with the Council Regulation (EC) No 1268/1999 and Multi-annual Financial Agreement between the Republic of Hungary and the European Commission

The same Council Regulation (EC) No 1268/1999 defines rules and timing for evaluation of the SAPARD programme.

The main objectives of the Mid-term Evaluation are the following:

· To assess key aspects (i.e., the relevance, effectiveness, efficiency, utility and sustainability) of the assisted actions in relation to the general objectives of SAPARD and the specific objectives of the rural development programme;

· To review continued appropriateness of the programme in the context of the Ex-ante Evaluation, especially it’s recommendations;

· To produce answers to common measure-specific, crosscutting evaluation questions, using result-specific criteria and indicators corresponding to the questions; 

· To deliver recommendations to improve the quality of the delivery mechanisms of the programme, and to identify reorientation to the programming that may be needed to ensure the achievement of the original objectives;

· To identify components of the programme that would benefit from a follow-up outside the programme or in the following programming period.

The Ministry of Agriculture and Rural Development (MARD) is the central executive institution for developing and carrying out the State’s policy in the fields of agriculture and rural development. 

The Minister of Agriculture and Rural Development nominated the SAPARD Agency to elaborate the procedures for the implementation of NARDP (SAPARD Programme) and to be accredited as the SAPARD implementing and payment agency.  Overall responsibility of the SAPARD Agency includes: 

· Call for applications and publicising terms and conditions for eligibility and project selection;

· Checking of applications for approval of projects against terms and eligibility conditions, eligibility against the content of the Programme, including, where appropriate, public procurement provisions;

· Laying down contractual obligations in writing between the Agency and beneficiaries including information on possible sanctions in the event of non-compliance with those obligations and, where necessary, the issue of approval to commence work;

· Execution of on-the-spot checks prior to and following project approval to establish eligibility

· Control of payment claims, authorisation of payments and payments

· Follow-up action to ensure progress of projects being implemented;

· Reporting of progress of measures being implemented against indicators;

· Ensuring that the Beneficiary is made aware of the Community contribution to the Project.

The SAPARD Agency functions as the implementing and paying body. The agency operates at two levels:

1. SAPARD Agency Budapest

2. Regional Office of the SAPARD Agency

The European Commission accredited the SAPARD Agency on 26th Nov 2002 with the Annual Financing Agreement for 2000 being signed on 12th February 2001. AFA for 2001 was signed on 7 October 2002. The Annual Financing Agreement for 2002 and 2003 were signed, as well, on 26 June and 28 July 2003.

The implementation of the first four measures for which the SAPARD Agency was accredited began in second half of 2002. These measures are:

Measure 111.
Investments in agricultural holdings;

Measure 114.
Improvement of processing and marketing of agricultural and fishery products

Measure 1308
Development and improvement of rural infrastructure.

Measure 4.9
Technical Assistance 
Thus only four measures have been accredited and have approved projects upon which the evaluation team assessed the impact of the Programme. These four measures however account for between 60 – 65% of the budget. Two additional measures are to be launched by the end of this year. They are

· Renovation and development of villages and the protection and conservation of rural heritage;

· Development and diversification of economic activities providing for multiple activities and alternative income.

The beneficiaries will be residents and entrepreneurs of villages and detached farms, local government and civil associations and owners of projects implemented in and having positive effects on the village/area concerned, residents of villages and detached farms, owners of property in the village/area, entrepreneurs, registered farmers and their organisations, local governments, local associations, residents of areas of population density below 120 persons/km2.

Measure 111 Investment in agricultural holdings has the following objectives

1. Increasing the level of assets owned by agricultural holdings

2. Increasing technological standards

3. Increasing the competitiveness and market efficiency of agricultural enterprises

4. Improving the quality parameters of products

5. Compliance with EU hygiene and animal welfare regulations

6. Maintenance of existing jobs and the development of new employment opportunities

7. Compliance with EU requirements on environmental protection

The beneficiaries of the measure are those legal or natural persons or limited partnerships that earn at least 50% of their income from primary agricultural production and have a realistic prospect to become economically viable and competitive at the end of the investment.

The programme aims at the modernization of agricultural buildings, machines, implements and technological equipment, in terms of the reconstruction of the existing buildings, and the introduction of new machines and assets into production.

In the framework of the programme the following three specific objectives are defined

1111 Purchase of machines

1113 Building development

1114 Other investments associated with agricultural facilities

Measure 114/154 Processing and marketing of agriculture and fishery products 

The principle of defining this measure is to reinforce considerations of sustainable development and environmental requirements

Its four main pillars are

1. Improving market efficiency.

2. Compliance with EU regulations on the processing of agricultural produce.

3. Decreasing the environmental burden caused during the processing of agricultural produce.

4. Maintaining jobs and creating new ones in rural areas are of utmost importance.

Included are the following objectives

1. Food safety hygiene, improving food safety conditions complying with EU regulations.

2. Environment protection including waste management and waste water management.

3. Animal welfare including receiving, resting and slaughter of animals.

4. Modernisation of production technology, capacity harmonization and. the development of informatics.

5. Quality improvement, new product development updating of grading, marking and packaging and the development of added value products.

The principal beneficiaries are companies that process primary products. Support is given to companies processing beef, veal, pork and other meats, poultry eggs, fruit, vegetables and fish products. At the time of application the enterprise must meet minimum standards as laid out in national regulations. 

Measure 1308 Development and improvement of rural infrastructure.

The objective of this measure is the development of local infrastructure to suit the economic, cultural and landscape features of rural areas in order to ensure the infrastructural framework for business, working and living conditions in areas not yet connected to the national systems.

The objective of this measure is the development of local infrastructure in line with the economic, cultural and landscape features of the rural areas, in order to ensure the infrastructure background for business, working and living conditions in areas that are not yet connected to the national systems. The tasks to be implemented as part of the measure can be divided as follows:

· Development of technical infrastructure

· Development of information and communication technology

The beneficiaries are farmers, entrepreneurs and their associations, civil associations and local government in rural areas.

Measure 4.9 Technical assistance for studies to assist preparation and monitoring, information and publicity campaigns.

The main task of this measure is to inform and prepare the public for SAPARD. It is designed to inform future beneficiaries.  It is also important to have the proper data to make programme wide studies to assist the Monitoring Committee
The objectives of the measure are as follows:

Information and publicity campaigns

· To inform the public and keep them updated
· Preparation printing and distribution of application booklets
· Preparation and distribution of booklets
· Organisation of public forums and presentations across Hungary
· Professional training seminars for potential beneficiaries on SAPARD
· Creation of a SAPARD web site
Creation of billboards for successful projects advertising receipt of EU SAPARD funds

Programme monitoring

· Training the staff of the Secretariat in the support of the Monitoring Committee

· Development of programme-wide studies to assist with the overall monitoring of the programme

· Organisation and management of the Monitoring Committee Meetings

· Organising the mid term evaluation
With pre accession funds Hungary must continue to meet the requirements of accession, including the adoption of the acquis. The transformation of the administrative sector and the modernisation of the productive sector are ongoing challenges, which must be faced by all strands of Hungarian society. The disadvantages faced by rural settlements manifest in many regions and areas of the country must be reduced

On the basis of the negotiations on the programming documents submitted by Hungary, which were concluded by the end of 2003, the CSF for Hungary 2004-2006 will be implemented by five Operational Programmes. 
One of these is the Agriculture and Rural Development Operational Programme (ARDOP), which ensures the realisation of the strategic objectives set in the CSF together with the other Operational Programmes.
The specific objectives of the Operational Programme are: 

· improving the competitiveness of agricultural production and food processing, and 

· assisting the realignment of rural areas. 

The above mentioned objectives are translated into the following priorities: 

Priority 1 - Establishment of competitive basic material production in agriculture:

The priority aims at increasing the competitiveness of agricultural production, including fisheries, through investments to reduce production costs, increase the added value and the quality of goods and preserve and improve the environment, hygiene conditions and animal welfare standards. The priority will also support the setting-up of young farmers, to improve the economic viability of agricultural holdings, and the acquisition of adequate skills and targeted training for persons involved in agricultural activities and their conversion, to adapt to the requirements of the expanded markets and to a more environmentally sound management.

Priority 2 - Modernisation of food processing: 

The priority supports the development of food processing industry, by the modernisation of technologies and of the related logistical, storage, warehouse capacities and IT background. Investments will also focus on consumer health protection and food safety and quality, as well as on the environment (treatment of by-products and waste) and on a better adaptation to the sales channels.

Priority 3 - Development of rural areas: 

This priority addresses some of the main structural weaknesses of rural areas, such as the inadequate infrastructure and the dependence of rural settlements on agricultural production. It contains three specific objectives: improving the economic potential of rural areas and increasing employment; making rural areas more attractive; developing and implementing integrated small regional pilot programmes (Leader+ approach).

Diversifying the agricultural activities, and expanding the rural business activities will achieve such objectives. This includes developing rural tourism (the latter includes on-farm tourism) and handicrafts and the marketing of quality products. The development of adequate rural infrastructure and the establishment of a more attractive residential environment will also provide support to improve the quality and the conditions of life of rural population, by strengthening rural communities and preserving and improving the natural and cultural heritage. 

Priority - Technical Assistance:

It will assist in the implementation of the programme and contribute to the achievement of its objectives. 

The EU financial contribution to the Agriculture and Rural Development Operational Programme is set at 317,2 million euro for the period 2004-2006. This sum includes a contribution from the EAGGF, Guidance Section, of 312,8 million euro and a contribution of 4,4 million euro from the FIFG. 

The Department of Structural Funds of the Ministry of Agriculture and Rural Development has been designated as the Managing Authority for the OPARD. 

Chapter II
Methodological Approach

According to the Guidelines for the Evaluation of Rural Development Programme supported by SAPARD the overall objective of the midterm evaluation of the Programme is to supply information on the implementation and impacts of the Programme. 

The specific objectives are to: 

· increase the accountability and transparency of the Programme implementation

· improve the implementation of the Programme by contributing to informed planning and decision-making processes  concerning needs, delivery mechanisms and resource allocation 

· contribute to the development of a framework for future evaluations

The evaluation will assess the relevance, consistency, effectiveness, impact, efficiency and sustainability of the Programme and its individual measures. 

Evaluation criteria and definition:

	Criteria
	Definition

	Relevance
	Objectives address strategic agricultural and rural development needs

Resource allocations to priorities and measures are appropriate

Programme and measures supports those have the highest need and potential for further development

Eligible investments match needs of targeted beneficiaries
There is synergy with other development programmes and policies

	Coherence
	Global, specific and operational objectives of the programmes are consistent (external coherence)

Global, specific and operation objectives of the measures are consistent (internal coherence)

	Effectiveness
	Progress towards achieving input and output targets

	Results and impacts
	This includes an assessment of the quantitative and qualitative results and impacts of the project outputs.

Cross cutting evaluation questions, criteria and indicators  ) 

Measure specific evaluation questions, criteria and indicators 

	Efficiency
	Level of dead weight effect.

Level of leverage.

Extent of displacement

Unit costs of inputs and outputs


1. Data Collection

1.1 Sources of Information

Due to the late start of the Programme, there has been very limited number of projects finalised (13). Therefore it was only possible to collect quantitative data from the estimations of the applications (including the business plans) and the questionnaires with applicants. As there is no relevant data available on the impact of completed projects, the findings of the mid-term evaluation can be used in two aspects:

· the expectations of applicants concerning the future economic development of their businesses and the implementation of EU standards can be assessed

· the assessment should serve as a good basis for the findings of the ex-post evaluation to compare the expected and realised impacts of the projects.

The lack of a well functioning integrated IT-based monitoring system caused significant difficulties in collecting the data necessary for evaluation. The recent monitoring system doesn’t collect data on output result and impact indicators on project or measure level. Only the financial monitoring indicators are collected (see 1.1.2.)

The evaluation of economic impacts can only be based on the data provided in the business plans, such as: natural and financial data of the years prior to submission, the year of submission and forecast for 5 years after submission. 

Following sources are used for the data collection:

1.1.1. Primary data 

Data collection from applicants:

For the primary data collection questionnaire surveys for applicants were carried out. The objective of these questionnaire surveys was to obtain:

· Qualitative/quantitative information from applicants of approved projects

· Qualitative / quantitative information from applicants of rejected projects

A sample of approved applicants of the programme were surveyed by means of face to face interviews. A sample of rejected applicants of the programme were surveyed by face to face as well as telephone interviews. The primary purpose of the survey was to take the view of the applicants on:

· Brief socio economic environment of the applicant

· Access to information on the programme

· Application procedure of the project

· Technical assistance obtained from the Regional Offices of the SAPARD Agency

· Financial management of the investment

· Reasons for rejections

· State of application evaluation when it was rejected

· Awareness of the opportunity to appeal

· Time and financial frame of the application

After consultation with the monitoring department of the SAPARD Agency on the information and data available in the project files (business plan, application form and justifying documents) the evaluators decided which additional information/data had to be collected by questionnaires in order to answer the MSEQ. 

The purpose of this additional data collection by questionnaires was to take the view of the applicants on:

· the impact of the investment on the business with regard to the economic performance and competitiveness 

· compliance with relevant EU standards (food safety, hygiene, animal welfare, environment and working conditions)

· production of products with quality label 

· new market access

· expected impact of rural infrastructure investment

The questionnaire is attached in annex No.2.
Data collected at the national level

A total of 45 relevant stakeholders on national level were identified and surveyed using face to face interviews. The interviewed partners represented the main bodies involved in the programming process, the implementation and the main professional and social partners including:

· Ministry of Agriculture and Rural Development: 

Representatives of the Managing Authority (4)

Officials of the different Departments of the Ministry of Agriculture and Rural Development involved in the programming of the single measures (12)

National Monitoring Committee (2)

· SAPARD Agency, central and regional (8)

· Foreign experts supporting the Ministry of Agriculture and the SAPARD Agency (1)

· Ex ante experts (1)

· Social Partners (4)

· Research Institutes (2)

· Agricultural and Rural Development Agency (2)

· Veterinary and Animal Health Authority (3)

· Environmental Authority (2)

· State Audit Office (2)

· National Fund (2)

The purpose of this questionnaire survey was to obtain qualitative/quantitative information on:

· Efficiency and consistency of the programming procedure of SAPARD (development of strategies, allocation of resources to measures and output targets, partnership approach)

· Accreditation of the SAPARD Agency as well as the single measures

· Efficiency and effectiveness of the implementation of the programme (application procedure for applicants, selection criteria, time frame of application administration) 

· Impact of the investments on the objectives of the programme

· Recommendations for improvements and modifications

The questionnaire is attached in annex No.4.

The information collected from the two questionnaire surveys (applicants and national stake holders) was collated into a SPSS data base These outputs are presented in full in annex No. 3 and N.5.

Data collected from stakeholders at the regional level

Focus group discussions were organised with the most relevant stakeholders in five regional agencies. 

Representatives from different relevant institutions were invited to the focus group discussions including:

· SAPARD Regional Agency

· County Office of the Ministry of Agriculture and Rural Development,

· County Plant and Soil Protection Service,

· County Animal Health and Food Quality Control Offices, (Responsible for the on spot control of food safety and hygiene standards as well as animal health and welfare standards)

· Chamber of Agriculture and other professional organisations on county and regional level,

· County Organisations of National Association of Agricultural Producers, 

· Foundation of Enterprise Promotion,

· State village extension service officers, 

· Representatives of county and local governments,

· Micro region managers,

· Representatives of Regional Development Agency,

· Private advisors and consultants (experienced in preparing applications for different measures and close working relation with applicants and good knowledge of the demands of the companies regarding information gathering and support in developing an application).

The purpose of the focus group discussion was to take the view of the regional stakeholders on:

· Their involvement in the programming procedure and the relevance of the Programme

· Publicity and communication of the Programme

· Main difficulties and obstacles for applicants 

· Most relevant difficulties for potential applicants who have not yet applied 

· Recommendations for future implementation of the programme

The focus group discussions were organized in the 5 regions selected also for the applicants survey. A maximum of 15-20 representatives of the institutions listed above were invited to attend the focus group discussion in one region.

Two evaluators guided and moderated the discussion, which were organized with the support of the regional offices of the SA. The evaluators outlined the objectives and procedures of the midterm evaluation and the purpose of the meeting. The statements and opinions of the participants were recorded by the evaluators supported the assessment of the programme implementation.

The following questions were developed in order to implement a structured discussion with the main stakeholders at the regional level.:

A) Describe your experience regarding participation of your organisation in drafting of the SAPARD plan local level preparation for the application for SAPARD funds 

B) Please share your opinion on the efficiency of information and communication concerning SAPARD. Did your organisation play an active role in providing information ?

C) What is your experience on the efficiency of the implementation of the Programme?

D) According to your experiences who applied for SAPARD funds and who did not. What are the main causes for their not applying?

E) How would you describe the impact of the SAPARD programme on the realignment of rural areas?

F) Recommendations

The list of representatives of organisations/institutions participated, date and place for each focus group discussion and the minutes of these discussions can be found in annexe No.1.

The following table summarizes the purpose and instruments used for the survey of applicants

 and national and regional stakeholders:

	
	Instruments
	Purpose

	Face to face interviews with approved applicants
	Questionnaire
	CCQ, partly MSEQ

	Face to face interviews with rejected applicants
	Questionnaire
	MSEQ, CCQ, PSEQ

	Face to face interviews with stake holders on the national level
	Questionnaire
	CCQ, PSEQ

	Focus group discussions with main stake holders on the regional level
	Guided discussion
	CCQ; PSEQ


(CCQ = Cross Cutting Questions, MSEQ = Measure Specific Evaluation Questions

PSEQ = Programme Specific Evaluation Questions)

In addition to the questionnaire surveys and focus group discussions the SAPARD Agency staff at both regional and headquarters level were interviewed to clarify administrative procedures and programme management issues that could be affecting the efficiency and effectiveness of the Programme. The staff have been interviewed in a structured way at different departments of the SA including project registration, technical control and monitoring, implementation, contracting, and payment authorisation. 

1.1.2. Secondary data

The project files of approved applicants contain the business plan, the application form, justifying documents and the results of the project evaluation. The project files were used for the collection of the data and information necessary to answer the MSEQ and CCQ. These files contain information on the applicant, proposed investments, financial status of the applicants business and projected impact of the project (5 years forecast). This is the information used by the SA to decide whether a project could contribute to the objectives of the measures and programme. Therefore the evaluators see the information and data presented in the project files as the most reliable source of information on the potential effect of the approved projects. Since only a small number of projects have been completed up to now, it is not possible to evaluate the real impact of the assisted projects. The evaluators had to use the indications and forecasts presented in the applications.

As already mentioned in paragraph 1.1.1. information that was not available in the project files was collected through face to face interviews with approved applicants. The data used to measure impact on compliance with EU environmental, food safety and hygiene as well as animal welfare standards was not consistent and therefore was included in the questionnaire survey. Furthermore the opinion of applicants on their access to new markets and the production of products with quality labels was also collected by way of the questionnaire survey.

2. Monitoring Information System

The SAPARD Agency provides monitoring information on the project level, which was used for the purpose of the different evaluation tasks. 

The information provided contains:

· number of applications submitted, accepted for evaluation, approved, contracted, rejected,  and still in process by measure and region;

· volume of support approved, subsidy rate, private contribution, missing documents, rejection before/after acceptance, results of  spot controls, submitted and approved payment claims, status and volume of payments completed, number of payments etc.

This basic physical and financial information is held as a project level database and was used by the evaluators to assess the programme implementation at the measures/sub measure level.

The reports to the monitoring committee provide useful information on progress of implementation and the financial reallocation between measures.

The SAPARD Plan of Hungary presents rationale, objectives, scope, eligible beneficiaries, measure specific eligibility criteria, eligible investments, project selection criteria and procedures, intervention rates, financial projections, output targets, and some monitoring indicators for each measure. The information was used to answer evaluation questions and to assess the impact of the projects on the objectives of the measure, the priorities and the programme. All sections of the plan contributed to the development of the program logic. The indicative financial plan (2000-2006) were the basis to present the status of implementation of the programme. The modifications of the plan from May 2003 were taken into consideration for the analysis and judgements.

Ex ante evaluation verifies the validity of the situation analysis, provides a summary SWOT analysis, defines specific and strategic development needs, and comments on relevance, coherence, quantification, resource allocation and proposed implementation arrangements. The work on the program logic relies on the ex ante evaluation report.

The internal manual of the SAPARD Agency lays down the administrative procedure of the programme implementation. The tasks of the particular departments are described in detail and the manual contains instructions on the project selection procedure. The evaluation of the efficiency of the implementation process is based on the detailed internal manual and the practical experience of the staff of SA.

Guidelines for Applicants published by the SAPARD Agency provides a description of the administrative and financial procedures that are used to promote, register, check, assess, contract and pay grant aid to projects. Copies of application forms and business plans are also provided.

Multi Annual Financial Agreement provides a clear description of the institutional arrangements and delegation of responsibilities for the implementation of the Programme.

Agricultural and Rural Development Operational Programme (draft October 2003) was the relevant source for the verification on the changes in the socio economic situation in Hungary with special regard on the situation of agriculture and rural areas.

3. Sampling for the data collection

Selection of five regions

The team agreed on the basis of the experience gained in research work on the selection of five regions of the seven regions in Hungary. The five regions selected represent on one side the different conditions of agricultural production and on the other side the situation of the rural areas in Hungary. When selecting the five regions the evaluators considered the two best performing (North Great Plain, South Great Plain), two worst performing (Central Hungary, Central Transdanubia) regions in SAPARD, and one of the three remaining regions, which performed at an average level regarding the number of approved applications. This method of selection made it possible to highlight both best practice and typical problems of applicants and projects. The five regions selected for the sample survey and focus group discussions were:

· Central Transdanubia

· Central Hungary

· North Great Plain

· South Great Plain

· South Transdanubia

West Transdanubia and North Hungary were not covered by the focus group discussion and the survey of applicants, but were included in the project file survey.

The different economic development of Western and Eastern Hungary was also taken in consideration when selecting the five regions. The disparity of the economic development between Western and Eastern Hungary has to be recognised since beginning of the nineties. The Western part of Hungary including Central Hungary (mainly Budapest) have developed very fast in economical terms while the Eastern part has to struggle with low economic growth and high unemployment rate. Therefore the very well performing region West Transdanubia was not taken into the sample. The selection between the two less favored and periferic regions of North Hungary and North Great Plain was made on the basis of the more agricultural character of the North Great Plain.

Regional breakdown of approved projects 

	
	number of approved applications
	measure I
	measure II
	measure XII

	Central Transdanubia
	38
	9
	11
	18

	Central Hungary
	28
	6
	14
	8

	North Great Plain
	107
	34
	28
	45

	South Great Plain
	111
	20
	43
	48

	South Transdanubia
	79
	27
	12
	40

	Total of the 5 sample regions
	363
	96
	108
	159

	Total Hungary (7 regions) 
	527
	124
	145
	258

	% of 5 regions on the total number of approved projects in Hungary
	68.88
	77.42
	74.48
	61.63


(approved projects per region at the date of the sampling September 2003)

The five selected regions cover nearly 70 % of the approved applications and were used to analyses the impact of the investments on the objectives of the measures and the programme.

3.1. Sampling procedure

3.1.1. Survey of applicants

The team was provided with the names and location of approved and rejected applicants under the three measures that were implemented in the five regions. With this information, a sample capable of representing the population of approved and rejected applicants was randomly selected .

The following tables state the size of the sample of approved applicants 

	
	total

	Number of approved projects in the 5 regions
	363

	Selected sample of approved applicants
	39


(approved projects in 5 regions at the date of the 

sampling September 2003)

In order to obtain specific information from the different types of sectors assisted in the Programme all measures and sub measures were covered by interviews 

3.1.2. Survey of rejected applicants

In a first round of interviews 15 rejected applicants were interviewed by questionnaire. In a second round telephone interviews with additional 26 rejected applications were carried out.

	
	Total

	Number of rejected projects in the 5 regions
	560

	Selected sample of rejected projects
	  41

	Ratio of sample %
	     7.3


3.1.3. Survey of project files

A sample of project files was selected by the same methods described above for the approved applicants. The numbers sampled are higher than those selected for the applicant survey. It was possible to quantify some of the impact indicators with this information and the evaluators also thought that it was the most reliable source for measuring the potential impact of the measures.

	
	Total
	measure I


	measure II
	measure XII

	Number of approved projects 
	527
	124
	145
	258

	Selected sample of project files
	146
	 35
	 41
	 70

	Ratio of sample
	27.70%
	28.23%
	28.28%
	27.13%


(approved projects per measure at the date of the sampling September 2003)

Application of the data collection

	Data collection method
	data source
	 Total number
	purpose

	Set of indicators for data collection
	project files of approved /completed applications 
	146
	MSQ for I,II, XII except : 

A.I.2.-1.2. AI.3.-1.1. A.I.5.-1.1

A.I.6.-1.1. A.II.1.–.3 A.II.1.-2.1

A.II.2.-1.1 A.II2.-1.1. A.II3.-3.1

A.II.3-3.2 A.II.5.-1.1

CCQ BII/1, BII/2, BII/4, BII/5

BIII

SEQ 6,

	Questionnaire and face to face interview
	of applicants whose application is approved
	39
	MSQ like:

A.I.2.-1.2. A.I.3.-1.1. A.I.5.-1.1

A.I.6.-1.1. A.II.1.–.3 A.II.1.-2.1

A.II.2.-1.1 A.II2.-1.1. A.II3.-3.1

A.II.3-3.2 A.II.5.-1.1

CCQ/BI/1

SEQ 3, 

	Questionnaire by face to face interview

(1st round)

questionnaire by telephone interview

(2nd round)
	of applicants whose application is rejected
	15

26
	SEQ 3,4,5,6,8

	Questionnaire by face to face interview
	representatives of national authorities (MARD, SA, National Auditing  Office, social partners, ex ante expert, foreign experts, research institutes) 
	45
	CCQ/BI/1/ BI/2/

CCQ/BII/3 

SEQ 1,2,3,5,7,8,9,10

	Focus group discussion 
	regional stake holders (MARD county office, regional development agency, Chamber of Agriculture, micro regional manager, advisors, Regional SA)
	In 5 regions in total max. 15 people per group 
	CCQ; SEQ 1,2, 4,5,7,8


4. Activities

4.1. Start up

The project team had its first meeting in July 2003 to set up the project and start the inception phase. Agriconsulting Europe SA invited the following experts in the project team to carry out the mid-term evaluation:

Mr. Brendan McKenna – international team leader

Mr. István Fehér – Hungarian team leader

Ms. Brigitte Mehlmauer-Larcher – Structural Funds expert

Ms. Krisztina Magócs – Agrarian economist

Mr. Dezső Kovács – Expert in agricultural and rural development plan evaluation

Mr. József Káposzta – Agrarian economist

Mr. Márk Paprika – Project assistant

First meetings were held with the Ministry of Agricultural and Rural Development as the Managing Authority and the SAPARD Agency. The meeting with the Ministry of Agriculture was held with the head of the Department for Structural Funds Mr. Miklós Maácz and Ms. Laura Bobvos. The team also had a meeting with Mr. Attila Zöldréti, the President of the SAPARD Agency during this period.. The purpose of the meetings was to introduce the mid-term evaluation team and to inform the counterparts on the objectives and procedures of the midterm tasks to be carried out. The meeting with the President of the SAPARD Agency was used to establish a close working relationship between the Agency and the team. A person from the SA was nominated to act as contact on a day to day basis. Arrangements were made for access to the monitoring information system and all relevant documents and data recorded in the SA. The regional offices of the SA were informed on the scope of the evaluation and their involvement in the data collection was agreed.

The work on the midterm evaluation can be structured as follows:

· Evaluation of the situation since the elaboration of the SAPARD Plan

· Relevance and consistency of the programme

· Assessment of the quality of the programme implementation (procedures and systems ) and status of the programme implementation

· Presentation of results

Assessment of the impact of approved projects on the objectives of the measures and on the national and EU objectives of the programmes

· Development of recommendations

4.2. Evaluation of the situation since the elaboration of the SAPARD Plan:

The SWOT analysis of the SAPARD plan and the related SW analysis including the elaborated strategic objectives of the ex ante evaluation were examined. The SWOT of the ARDOP (2003) and its accompanying ex ante analysis summarizes an analysis of the agricultural and rural development situation in the year 2002. Actual reports from the agricultural research institute (AKII) were also taken into consideration in order to identify changes of the main socio and macro economic situation. The development of national policies with special emphasis on the national subsidy schemes were considered. The reform of CAP and implication of EU enlargement on agriculture and rural development were examined. 

The interviews carried out with main stakeholders on the national level are also collecting the view of the interviewee on the relevance of the programme and possible changes.

4.3. Relevance and consistency  of the programme

The relevance of the programme's objectives in the development of priorities and needs was examined. Specific needs from the Ex ante SWOT were used to examine the correlation between the specific needs and the global objectives and the specific needs and the objectives of the measures of the programme.

 In order to assess the consistency of the Hungarian SAPARD programme the correlation between the global objectives of the plan and: 

· the specific and operational objectives of the SAPARD Programme

· the global, specific and operational objectives of the ARDOP

· the global and specific objectives of the National Rural Development Plan were examined. 

The consistency of the specific and global objectives of the measures with the eligible proposed activities was examined. Implementation procedures for each measure were examined with special regard to the definition of beneficiaries, eligible investments, criteria used to score the projects.

4.4. Assessment of status of the programme implementation and the quality of the programme implementation (procedures and systems)

Status of the programme implementation

· Quantification of targets for expenditure, output and absorption

· Applications received, approved, rejected, still in process, 

· Expenditure committed and spent 

· Status of actual implementation (regional, measure, sub measure level)

· The evaluators assessed the reasons why the absorption target of some measures  is not being achieved. 

· The focus group discussion with regional stakeholders were used to identify the possible constrains of potential applicants, who are eligible but did not to apply for SAPARD assistance. 

Quality of Programme Implementation and Organisation of Programme Monitoring

· review of transparent procedures (call for applications, registration, evaluation, contracting, controls, payment claims) and the implementation of an appropriate system of information collection

· analysis of the flow and timing of information among relevant administrative structures

· analysis of the integration of the monitoring system in the overall programme management

· efficiency of the organisation system and procedures 

The relevant parts of the internal manual, which lays down the procedures and rules were examined. Interviews with the staff working in different departments of the head quarters of the SA and Regional Offices were carried out.

4.5. Presentation of results

Review of the Common Evaluation Questions

Analysis of previous evaluations and the assessment of the consistency of the proposed strategy was taken into consideration for the review of the Common Evaluation Questions (CEQ) The proposed evaluation questions and related criteria and indicator were reviewed with  regard to their relevance on the programme and proposed measures. 

The adaptation of the Measure Specific Evaluation Questions (MSEQ) was carried out for the accredited measures of the Hungarian SAPARD Plan. As result of these procedures non relevant indicators were modified according to the needs or excluded if the operational objectives of the measure did not address the purpose of the indicator. The reviewed CEQ, related indicators and criteria were presented to the Ministry of Agriculture in the inception report. Programme Specific Evaluation Questions and related criteria and indicators in order to assess the programme specific issues were identified.

Assessment of the impact of approved projects on the operational objectives of the programme

It has to be considered that only a very few (13) applications have been completed up to now. As a result, impacts can only be measured through relying on the forecasts given in the project files, and no actual impacts can be verified.  The increase or decrease in the impact indicator relates to a comparison of the before and after investment situation. Aggregations of the impacts at assisted project level can produce an estimate of the overall impact. The evaluators have used the set of MSEQ for all accredited measures proposed by the EU. 

Assessment of the impact of the approved projects on the national and EU objectives of SAPARD

The evaluators used the set of cross cutting questions (CCQ) and programme specific evaluations questions and related criteria and indicators to measure the impact of the approved projects on the national and European objectives of the SAPARD programme. The source of information used were:

· aggregation of MSEQ indicator level

· face to face interviews with approved applicants

· interviews with officials in the Ministry of Agriculture, SA, Regional Offices of the SA, representatives of the particular authorities and organisations involved.

· focus group discussion with regional stakeholders

5. Limitation and reliability of the data

At the “mid-term“ stage of the Hungarian SAPARD programme which has not yet reached its mid-term stage, a small number (13) of projects have recently been completed and impacts referred to above may take up to 2 years to materialise. It is not possible therefore to measure real impact, only to indicate the impact that should occur when the projects that have been approved are fully implemented and operational. The focus of this evaluation is therefore on what the project files and the questionnaire can tell us about the potential impact. Are the targeted outputs (investments) the type that could have the targeted impact? Does the business plan provide information on the before and after situation in relation to income development of agricultural holding or to meet compliance with particular EU standards and norms ?

The time frame given for the midterm evaluation was the most important limitation. The team of evaluators had just over three months to design the evaluation and collect the information. The team understood that the deadline for submission of the final report was not negotiable. 

Chapter III
Intervention Logic of the Hungarian SAPARD Programme

(This chapter contains PSEQ 2 - programme specific evaluation questions) 

1. Assessment of the continuing relevance of the programme

The following chapter aims to assess whether the SAPARD programme that was drafted in 1999 and approved by the STAR Committee in 2000 still meets the relevant needs of agriculture and rural areas in Hungary of today.

The general and operational objectives of the Hungarian SAPARD programme are stated in the strategic section of the SAPARD plan. These objectives are based on the needs identified and described in the analytical part of the SAPARD plan. 

This chapter investigates if in the time period since the ex-ante evaluation was written changes in socio economic developments or in related policies  have evolved and if these changes necessitate a review of the stated general or operational objectives of the SAPARD programme.

1.1. Review of the main macro economic and the environmental situation

The following review is focused mainly on the macro economic situation in agriculture and rural. It deals with the developments between the situation at the time when the ex-ante evaluation for SAPARD  had been written and today's situation.

The ex ante evaluation of SAPARD (1999) states that Hungary belongs to the countries with decreasing population:

According to the ARDOP (draft October 2003) the negative trend of natural reproduction is especially significant in rural areas. The percentage of younger people (under 40 years) working in agriculture is very low. At present 60 % of the employees are middle aged or older.

The concentration of the population in middle Hungary is very high (28 % of the population is living in 7.4 % of the area). About 4 % of Hungary is classified as urban areas absorbing 26 % of the population. 96 % of the area is predominantly rural (according to OECD typology) accounting for 74.5 % of the population

The ex ante evaluation of SAPARD (1999) underlines the fact that the income disparity between the regions has increased. In certain areas and regions and in certain settlement types the tendency of families falling into poverty has increased with begin of the 1990s. These areas include small villages, where the ratio of people in the lowest income categories is much higher than the average. The ex ante evaluation therefore proposes the allocation of the budget according to the prior needs of the regions. In Hungary the demographic conditions of rural areas are less favourable than those of urban areas. In 1998 the national unemployment rate was 10.4 % while it reached 13.8 % in the villages and even 20.3 % in villages fewer than 500 inhabitants :

In 2001 the national unemployment rate was 5.6% (compared to 12% in 1993) with a discrepancy between rural areas and the national average. Within rural areas the unemployment rate shows a high disparity between regions (a multiple of 3.5) and a similar disparity between the different types of settlements. The general rule is that smaller settlements have a higher unemployment rate. Unemployment affects especially women with low education level and middle aged to older persons. Also the roma people accounting for about 5.6% of the Hungarian population are often socially excluded and suffer from very reduced employment opportunities. 

Public utilities, infrastructure and services, which assist farmers and the rural population, are still underdeveloped in the small settlements of Northern Hungary and Southern Transdanubia. This is also true for the peripheral farm sector in the Southern Great Plain and the Northern Great Plain. 

The ex ante evaluation of SAPARD clearly shows the disparity of the development of agriculture as a force for economic growth in the regions: 
Agriculture as a percentage of GDP has decreased from 4.6 % (1999) to 4.0 % (2002). In contrast the food industry has increased its share of GDP from 3.2 % to 3.7 %.

As regard to the Southern Great Plain, Southern Transdanubia and the Northern Great Plain, more than 30% of the population is to some degree involved in agricultural production. Whilst in the first two regions the dominance of agriculture arises from favourable production opportunities, in the third region the primary reason is the critical employment situation and the shortage of non agricultural jobs.

Based on the most recent Agricultural Census (2000) in addition to the 37,000 agricultural enterprises there are 958,000 private (individual) agricultural holdings. 60% of the private holdings follow subsistence farming. About 30% of the private holdings produce for sale at local markets and a small share (8%) are commercial farms. About 50.000 private holdings are farming land of over 10 ha. In this agricultural census the measure of profit is based on the production value (for individual farmers) and on the revenue (for individual entrepreneurs). Based on this calculation for 81% of the private holdings the production value was less than HUF 0.5 mill. Only 1.3% of the holdings managed to generate a value of more than HUF 5 mill. According to these figures it can clearly be seen that the majority of the individual farmers only generate a small income from agriculture. (AKII 2002). 

The ex ante evaluation of SAPARD highlights the real need for capital required to modernise obsolete production technology for the production and the processing of agricultural products :
Low quality standards and low competitiveness of the processing industry have lead to unfavourable market opportunities. According to the Agricultural Statistical Handbook (2001) the share of investments in the agricultural sector in 1999 was about 3.4 % of the total investments in the Hungarian economy. This share decreased to 3 % in year 2001. The average age of buildings in the cattle sector is between 20 and 30 years. New buildings account for only 2-5 %. The standard of the buildings (for cattle and pig production) with regard to electricity, water supply and waste removal is worse in private holdings than in economic organisations.

Those cow-sheds and pig-sheds belonging to economic organisations are modern and well equipped. The small and medium sized companies in the primary processing sector are short of the capital required to make the investments necessary to comply with EU environmental standards, food safety and hygiene and animal welfare standards. This lack of financial resources is evident in the meat, poultry, fruit and vegetable sectors as well as in the milling sector. Technology in SME’s is obsolete. The product range does not meet market demands and the companies cannot supply the market with products of adequate quality and quantity. 

The ex ante evaluation of SAPARD also notes that the current system of land registration is not in compliance with the requirements of the EU especially in terms of land registration for IACS implementation :
The Progress Report on the Introduction of the Acquis Communautaire (2002) states that the establishment of a Land Parcel Identification System (LPIS) and the link to the separate IACS database need to be implemented urgently. Besides the necessary clarification of land ownership, land consolidation is still an issue of major concern. The fragmentation of agricultural land creates an urgent need for consolidation in particular among small farmers. 

The ex ante evaluation outlines a low level of education especially in the private farm sector. 
About 94 % of the employees of private (individual) holdings have none or only basic level agricultural education. Only 5 % of the producers have a mid level qualification or a degree. The proportion of qualified workers is increasing on commercial types of farms. Skills and competencies of private farmers in business management  and awareness of EU related policies and procedures (standards, support schemes etc.) are still  scarce as it is stated in the ARDOP (2003)

1.2. Review of the environmental situation

The analytical part of the SAPARD (1999) describes the state of the environment in Hungary as follows: 

· Natural forest and semi-natural habitat areas have decreased due to careless management of natural resources,

· There is a lack of development concepts and controls. A decrease in diversity has to be stated. 

· Areas affected by water and wind erosion have grown significantly in the last ten years due to the disregard of soil protection measures, improper cultivation techniques on slopes and hilly areas and irrational land use.

· In areas with agricultural intensification (intensive use of chemicals) serious damage of soil micro flora and fauna can be recognised.

· Soils average pH level has dropped significantly which resulted in considerable decrease of fertility.

· The quality and quantity of water resources is negatively affected by changing climate conditions, poor quality of sewage systems, pollution by industry and agriculture and river controls.

· Sinking ground water levels have caused some agricultural areas to dry up.

· Water reserves for wet habitats have diminished.

· 97 % of the population has access to public water utilities but only 57 % of the population lives in areas with adequate sewage networks.

· The pollution of subsurface water is mainly caused by high concentrations of nitrates stemming from a lack of sewage systems in settlements, large animal farms and improper fertiliser and manure use. 

· Conversion of grassland (dry grassland, loess steppes, saline pastures etc) to arable land, or afforestation and the expansion of weeds have caused a decrease in these habitats in which most of the endemic species of flora and fauna live.

· The isolation and destruction of valuable habitats is significant in the Great Plain. Over the past decades landscape has become more schematic. Landscape elements disappeared in order to expand large scale farming and forestry.

According to the ARDOP (2003) due to low intensity production and the reduction in the use of environmentally damaging substances (chemicals), the negative impact of agriculture on the environment is decreasing. However the fragmentation of production and poor farming methods combined with outdated agro technical interventions still constitute a danger. Agriculture has a low share of environmental protection investment. 

Between 1994 and 1998 the ratio of environmental protection investments connected to agriculture slipped from 3% to 1.3%. It must be noted that due to a lack of appropriate technology, small and medium-size food processing enterprises do not usually meet environmental standards. A shortage of capital hinders the introduction of environmentally safe technological procedures in agricultural production and the processing sector. 

Conclusions

Both the macro and socio economic situation and the environmental situation in Hungary do not show changes sufficient to justify an adjustment of needs and priorities stated in the ex ante evaluation of the SAPARD plan.

The disparity between rural and urban areas in terms of economic development and level of employment is still growing. There is also an increasing disparity between regions and settlements and also within regions. The situation is especially desperate in small settlements with less than 1000 inhabitants where there is a high proportion of unemployed people relying on family and social support. The lack of basic infrastructure in rural areas especially in small settlements is evident. A high percentage of small private holdings would allege that family members claim some interest in the holding. This coupled with inadequate buildings and outdated equipment ensures poor productivity.

There is a lack of financial resources in the agriculture and food processing sectors (mainly in the family farms and SME’s) to make the necessary investments in order to comply with EU standards and regulations. The rate of investment in the agriculture sector is in fact decreasing. Also there are major environmental issues brought about by inappropriate agricultural production methods and lack of a land use policy. The low level of agricultural training especially amongst the private farmers is an additional constraint on growth in this sector. There remains the problem that the Land Registry is incomplete.

1.3. The development of agriculture and rural development policy

1.3.1. National agricultural support scheme

In 2001 national agricultural supports increased from 538 Million EUR to 744 million EUR including 19.6 million EUR for rural development. The same figures were applied in year 2002.

The rural development strategy is based on strengthening the economic diversification in rural areas and the reinvestment of additionally generated added value in rural areas. A scheme was introduced to support diversification of rural activities such as:

· Processing and marketing of traditional regional products, 

· Agri tourism, 

· Restoration of villages,

· Production of organic  products

· Production methods designed to protect environment,

· Roma community support programmes 

The land consolidation project (TAMA) has been started within the framework for rural development in four selected regions in 2001 and was extended by another four regions in 2002. A water management support system for agricultural purposes was introduced in 2002. This programme is focused on the restoration of inland water ways for agricultural purposes, irrigation ditches, and groundwater pumping systems.

The new Agricultural Market Regulation Act came into force in November 2001. The National Market Regulation Act can be seen as the major element of Hungarian agricultural policy over the last number of years. This regulation provides guaranteed prices for milling wheat, feed maize, beef and veal, pork and milk as well as guidance prices and minimum and maximum intervention prices for milling wheat, feed maize, beef and veal, pork, milk, sugar beet and sugar. 

The area based payment scheme was introduced in 1999 and remains the most important direct subsidy scheme for farms. Area based payments are provided in the arable sector up to a farm size of 300 ha for main arable crops.

Interest credits for investments and working capital, capital grants for land improvement, irrigation and purchase of breeding stock and fuel tax subsidies are available. This subsidy scheme is especially focused on the support of young farmers.  

Environmental improvements are mainly supported through capital grants, interest rate subsidies and tax concessions. Subsidies for farmers using techniques limiting soil erosion and subsidies for farmers shifting from conventional farming to organic farming are the two main policy measures.

Quality premiums are mainly paid to livestock products including beef, milk, pork, poultry and game. In 2001 however, quality premiums were extended to vegetable products. 
The National Land Fund Management Organisation was established in 2002 and aims at establishing a manageable and cost effective competitive ownership structure. It shall also implement and co-ordinate the land ownership legislation.

The National Agri-environment Programme increased its support for organic farmers in 2002. Within the framework of the budgetary support for agriculture an area based subsidy programme was introduced which supported different types of organic farming in an area of about 150,000 ha.

The National Development Plan of Hungary includes a chapter on Agriculture and Rural Development (Operational Programme for Agriculture and Rural Development)  which was developed during 2003. At the same time the National Rural Development Plan is being elaborated. The designation of Less Favoured Areas according to the EU classification system is under process.

1.3.2. The EU Common Agricultural Policy and its impacts on Hungary

The introduction of the reform of the Common Agricultural Policy will impact on the new member states. The key elements of the reform are:

· Decoupling:

direct payments to farmers will be area based and independent of production. 

· Cross compliance:

entitlement to subsidies will be linked to the compliance of farms with environmental, animal health/welfare, food quality / safety and health and workplace standards. Furthermore agricultural land must be kept in a good farming condition. 

Hungary will prolong the period to introduce the cross compliance standards at latest in 5 years after EU accession. 

EU accession of Hungary

The required compliance with EU environmental, animal welfare and food quality standards (cross compliance) will enforce the implementation of these standards in the agricultural sector.

Hungary will receive EU support for rural development measures from the Guidance and Guarantee section of EAGGF. The Hungarian government approved the National Development Plan and submitted it to the European Commission in March 2003. The overall, long term objective of the NDP is to improve the quality of life for the population of Hungary, which is accompanied by the global objective of reducing the income gap relative to EU average. The Operational Programme for Agriculture and Rural Development (ARDOP), is in conformity with the national objectives formulated in the strategy of NDP, and is designed to achieve the objectives of agricultural and rural development. 

OPARD determines three priorities: 

1. The establishment of competitive basic material production in agriculture

2. The modernisation of food processing

3. The development of rural areas

The LEADER + Community Initiative will be integrated in the mainstream programmes in order to build experience in this particular approach.

Beside the ARDOP the National Rural Development Plan was developed to cover the accompanying measures such as agri environment, afforestation, less favoured area payments, meeting standards, supporting the establishment and operation of Producer Organisations, early retirement and support for semi-subsistence farms. 

1.3.3. Conclusions

Summarising the impacts of policy developments on the Hungarian agriculture and rural areas following main issues can be considered:

The definition of Less Favoured Areas will allow the development of a regionally differentiated approach to agriculture and rural areas. This follows the remarks of the SAPARD ex ante evaluation to consider a regional approach for the allocation of the financial resources by using higher subsidy rates for investments of projects located in LFAs. 

The CAP reform (decoupling of income support from production) will challenge Hungarian agriculture to fulfil the cross compliance criteria. As a result of modulation the introduction of additional measures for rural development can be considered.

1.4. Review of the ex ante SWOT analysis

The ex ante evaluation of SAPARD includes a list of identified strengths and weaknesses based on the agricultural and rural area situation in 1998/99. The SWOT analysis of the ex ante of the ARDOP is based on the analysis of the agricultural and rural area situation 2001/02.the SWOT analysis of the SAPARD ex-ante does not include any threats and opportunities developed.

Following new weaknesses could be identified:

for agriculture and food processing: 

production-processing-marketing chain is not properly organised

uneven product quality

unfavourable age structure of the labour force in agriculture

out dated  technology of small and medium sized enterprises

for rural areas:

deteriorating small settlements

high unemployment rate exceeding the national average 

lack of alternative employment opportunities especially for women 

low use of natural and cultural values in the rural areas

lack of self organisation and missing co-operation between rural areas

poor range of products, low level of added value products, high number of subsistence farms

Taking into account the two SWOT analyses it is obvious that an awareness of increasing disparities between the employment situation in urban and rural areas especially regarding the lack of job opportunities for women can be stated. The disparities between single regions and within single regions are recognised as an important social equality issue. A lack of self organisation and co-operation of rural areas is identified as a new weak issue in the development of rural areas. The list of weaknesses highlights also the low standards in SMEs and the missing vertical integration of agricultural production, processing and marketing. 
2. Programme Intervention Logic

The chapter will asses the programme logic and answer the following questions:

· Is the programme relevant?

· Is the programme externally coherent?

· Is the programme internally coherent?

· Is the measure internally coherent?

· Are the methods of implementation consistent with the objectives of the measures?

2.1. Structure of the programme

In the ex ante evaluation the programme is described as having three priorities. 

The three priorities are:

· increasing competitiveness of agriculture and processing industry

· environmental protection

· enhancing the adaptation capabilities of rural areas

The logic of the programme is described by the consistency of its global, specific and operational objectives. The evaluators have elaborated the framework of objectives see diagrams 1.a/b and 2. 

2.2. Do the programme's objectives address the defined development priorities and needs?

The ex ante evaluation contains a set of objectives of the agriculture and the rural development strategies. The relationship between these set of objectives and the specific objectives of the plan were examined.

The SWOT analysis of the ex ante highlights a "generally serious lack of capital and obsolete production technologies.” On the other hand it must be stated that the description of some measures show that the eligible investments are very narrowly defined and the interventions are focused on specific sectors for example in measure I (1111 Purchase of machinery) only the crop sector is eligible which serves animal fodder production, or again in 1114, (other investments associated with agricultural facilities), only the crop sector is eligible, which serves animal fodder production. 

The evaluators support the widening of the scope of sub measures 1111 and 1114 to include investments from the whole crop sector. This modification was introduced by May 2003. Based on the very definite opinions drawn from the focus group discussions as well as the situation analysis and the advantages of Hungarian agriculture the widening the scope of measure I. to other sectors could be considered. Since the fruit and vegetable sector is an targeted sector in measure II. (processing and marketing of agricultural products) it would appear supportive to improve the production conditions also in the agricultural sector. This would enforce a better integration of agricultural production and primary processing due to higher quality standards already in the agricultural raw material production. 

A more flexible approach to defining eligible investments would allow better use of resources in meeting the development needs of the holdings that are being targeted.

New issues identified during the review of policy development and recent socio economic trends could be integrated in this strategic framework. These include:

· The increasing disparity in social and economic conditions between rural and urban areas.

·  The increasing number of unemployed persons especially in small settlements. 

· The decreasing share of investment in the agricultural sector related to improving the environmental situation on the farm.

· The objective to meet the requirement of farms to comply with EU standards in terms of environment, animal welfare, and food safety and hygiene should be more explicitly stated.

2.3. Are the objectives of the Programme consistent with National and EU development policies?

The Accession Partnership between Hungary and the European Union sets out the pre accession strategy. It provides an assessment of the priority areas in which Hungary needs to make progress in order to prepare for accession. Based on the Commission's regular report on progress made by Hungary (2001) following SAPARD relevant intermediate priorities can be stated:

· Overall up grading of food processing establishments with a view to meeting EU food safety standards in particular in dairy and meat sector.

· Integration of environmental protection requirements into all sector policies

· Reinforcement of the administrative capacity to manage Structural Funds programmes

2.3.1. Consistency with EU policy

The ex ante evaluation concludes that the programme is compliant with CAP and related policies. The evaluators note that the subsequent decision to decouple income support from production in order to comply with environmental and animal welfare standards highlights the need for SAPARD to support the agricultural holdings in achieving these standards.

The ex ante evaluation concludes that the plan is compliant with EU competition rules and will provide equal opportunity between the genders.

2.3.2. Consistency with the EU environmental policy

The ex ante evaluation states the compliance with EU environmental policy, which is taken into account in all proposed SAPARD measures. The evaluators would like to highlight that all projects submitted are approved against compliance with EU environmental standards by the respective environmental authority. For certain project types an EIA has to be carried out. 

2.3.3. Consistency with the National Development Plan

The general objective of the National Development Plan (NDP) is to reduce the income gap between Hungary and the EU average. The ARDOP, which deals with agriculture and rural development within the NDP is targeted at:

· Establishment of competitive production in agriculture

Modernisation of agricultural production (including fisheries and forestry)

Improving the human conditions of production

Modernisation of food processing

Support of the improvement of processing and marketing of agricultural products

· Development of rural areas

Improvement of the economic potential of rural areas and an increase in employment

Improvement of the quality of life in rural areas

SAPARD priorities and objectives as stated in the Plan are:

· Increasing the competitiveness of agriculture and the processing industries

Increasing the market efficiency of agricultural production

Establishment of the conditions of food safety, hygiene, environmental protection and animal welfare

Increase the proportion of products complying with the requirements of higher quality and increase the rate of products with higher level of processing

Setting up producer groups which help the producers to enter the market under better conditions

· Focus on environmental protection aspects

Release the burden on the environment

· Enhancing the adaptation capabilities of rural areas

Job preservation and creation in rural areas

Enhancing the capabilities of rural areas to retain population

The evaluators note that the SAPARD priorities and objectives are consistent with the priorities and objectives stated in the ARDOP. 

2.3.4. Coherence with national policies and programmes for agriculture and rural development

According to the Hungarian Act No. CXIV. 1997 on the Development of Agriculture, following main objectives should be implemented:

· Improvement in the competitiveness of agricultural production, 

· Creation of equal opportunities,

·  Achievement of proportionate capital and labour incomes, 

· Providing the basis for and improving the conditions of sustainable development in agriculture through harmonising the interests of production activities, environment and nature protection, 

· Exploitation of the comparative advantages of agricultural production to increase rentability and food exports, 

· Encouraging rural employment and alternative incomes,

· Improvement of the capacity of rural areas to retain the population, 

· Development of the  human resources capacity of the economy, 

· Enhancing the spread of agricultural innovation. 

Government resolution No. 2253/1999 (X. 7.) on the National Agri-environment Programme, and the measures required for its implementation; 

The Hungarian system of agricultural subsidies contains components, which are very similar in nature to the rural development measures set in Council Regulation 1257/1999, like: 

· Agricultural investments

· Food processing

· Young farmers

· Investments on melioration and irrigation development

· Afforestation, sustainable forestry, and forest developments

· IT in agriculture, farming and other vocational practices

· Soil quality protection, soil utilisation

· Transition to ecological farming

· Extension services

· Establishment of new-type co-operatives (associations)

The evaluators are in line with the ex ante evaluation that SAPARD supports the achievement of objectives laid down in the national agricultural strategy. This contribution of SAPARD is limited to the actual accredited measures. Since the SAPARD measure on "Agricultural production methods designed to protect the environment and maintain the countryside" will not been accredited, SAPARD could not contribute to the national agri environmental development strategy.

To a certain extent an overlapping of measures supported in the national agricultural support scheme and in SAPARD has to be considered. The evaluators conclude that the application process for these national schemes is much less demanding than it is for SAPARD so to some extent it diminished the demand for SAPARD funds. 

2.4. Internal Consistency of the Programme

2.4.1. Are the Programme's global, specific and operational objectives consistent with each other?

The relationship of global, specific and operational objectives as it is presented in diagram 2 clearly states that the operational objectives will contribute to the achievement of the specific objectives. The specific objectives will further contribute to the achievement of the global objectives. The status of accreditation of single measures has a strong influence on the achievement of the objectives. The evaluators are aware that the level of implementation of the programme has to be taken in consideration. A clear quantification of the objectives would help to identify the extent of the contribution of the single objectives. The evaluators are in line with the opinion of the ex ante evaluation that the quantification of objectives is missing in this respect.

2.4.2. Are the global, specific and operational objectives of each measure consistent which each other?

The strategic part of the SAPARD plan provides a list of objectives of the single measures but without a certain structure.

The scope of the single measures and the listed activities is the main source to identify the operational objectives and activities. The evaluators examined the relation between defined objectives and actions and draw the following conclusion on inconsistency:

Measure I: Investments in agricultural holdings:

The achievement of objective "development of new employment opportunities" is unlikely to be met due mainly to the assisted activities outlined for measure I. The investments will support new machinery, animal buildings and storage facilities. The impact on new employment opportunities is not covered by a specific activity of the measure.

Measure II: Improving processing and marketing of agricultural products:

The list of objectives of the measure contains the following objective:

 "confidence and safety of the consumers will increase"

The introduction of EU food quality and safety standards will increase consumer safety but it seems unlikely that the introduction of new technology and standards can increase the confidence of the consumers at the same time, which is more the objective of a good promotion campaign.

Measure XI: Vocational Training: 

The measure aims partly to "the development of human resources to implement the measures included in the SAPARD plan" The acquaintance with EU standards for environment, animal health and welfare, food quality and safety standards, teamwork approach, creation of producer groups, communication skills are further aims of courses provided. The description of activities of the measure does not address these particular training needs. A much clearer outline of the proposed training would reflect the human resource needs in order to support the implementation of the programme.

2.4.3. Are the methods of implementation consistent with the objectives of the measures?

The ability of the programme to achieve its objectives is also dependent on its implementation procedures. The investments and projects have to be identified which will contribute to the achievement of the objectives of the programme. The procedures have to verify if the project is in line with the defined objectives and the required EU and national standards. The criteria and procedures used to assess submitted projects are described in the SAPARD Plan and in the internal operational manual for the accredited measures.  The evaluators assessed, if the criteria and procedures applied are consistent with the objectives of the programme.

Applied procedure of project evaluation

The applications are approved against the criteria of eligibility in a first step. In a second step the evaluation of the business plan is done according to the assessment of application (business plan document 110 of the internal manual). And in a third step the evaluation according the criteria for assessment set in the SAPARD plan is carried out.

The evaluators consider that there is a strong weight on the economic performance in the evaluation procedure. The evaluation of the projects against the assessment criteria set in the SAPARD plan is not applied as long as more budget is available than project claims which is the practice up to now. 

Applied criteria of project evaluation

The evaluators identified weaknesses in the application of criteria as stated in the following:

In measure I the compliance of the holdings and enterprises with the respective EU standards is an objective. The compliance of projects with EU standards, such as EU food quality and safety, environmental and animal health welfare standards have to be approved by the responsible authorities. But in the assessment of the projects is no criteria foreseen, which takes into consideration the extent of compliance after implementation of the investment thanks to assistance of SAPARD. 

The upgrading of according the EU food quality and safety standards is an objective in measure II. But no criteria is foreseen to assess e.g. how many products are actually approved that can be exported to the EU market thanks to the assistance of SAPARD. 

Regarding environmental standards the procedure only accounts for basic compliance without going into any detail such as improved energy balance of the holding, reduced noise or reduced waste water or waste water treated by a new sewage system. The criteria used to assess compliance with these standards are based on verifications by the authorities. 

Conclusions

· The programme is still relevant according to the result of the review of the main socio- and macro economic developments.

· The identified programme objectives are considered to be in line with the National and EU policies

· The national support scheme contains similar measures as SAPARD. An overlap of these two programmes must be considered. The application for national subsidy schemes is less time and cost consuming and appears to be competitive to SAPARD

· For some of the proposed objectives no relevant activities could be identified within the scope of the measure. The evaluators consider that is very unlikely to achieve the objectives without corresponding activity in the particular measure or sub measure.

· The criteria used to score projects are very much focused on the assessment of the financial performance indicators provided in the business plan. Criteria, which could assess the extent to which the projects contribute to the defined objectives of the programme, could be applied

SAPARD Programme Objectives. Diagram 1.

	Programme Global Objective

Increase competitiveness of agriculture and rural areas

Implementation of EU standards


	Priority 1: Specific Objectives

Increasing the competitiveness of agriculture and processing industries


	
	Priority 2: Specific Objectives

Environmental friendly production


	
	Priority 3: Specific Objectives

Enhancing the adaptation capabilities of rural areas


	Priority 1 Operational Objectives

Increasing of profitability and income

of agricultural production, improving of  safety and quality standards of agricultural products, increased awareness on market requirements 

To improve the competitiveness of food processing with emphasis on food safety and hygiene standards as well as environmental protection

Establishment of co operation of producers to supply the market continuously with same quality and quantity
	
	Priority 2 Operational Objectives

Dissemination of agricultural productions methods designed to protect environment and maintain the countryside


	
	Priority 3 Operational Objectives

Renovation and development of villages, protection of cultural heritage.

Diversification of activities aimed at generating alternative revenues

Development and improvement of rural infrastructure

	
	
	
	
	

	Supporting Measures for Implementation of SAPARD (Vocational Training and Technical Assistance)
1) To improve the professional skills of actors in agricultural production and processing and in rural areas to use the provided assistance of the programmes. Specific management skills are targeted to compliance with EU standards, agro tourism, environmental friendly production

2) To assist and support the implementation of the programme and capacity building of the involved administration


Objectives of Priority 1. Diagram 2 a.

	Priority 1 Global Objectives

Increasing the competitiveness of agriculture and processing industries


	Measure 1.1. Global Objectives

Increasing  of profitability and income of agricultural production, improving of  safety and quality standards of agricultural products, increased awareness on market requirements


	
	Measure 1.2. Global Objective

To improve the competitiveness of food processing with emphasis on food safety and hygiene standards as well as environmental protection


	
	Measure 1.3. Global Objectives

Establishment of co operation of producers to supply the market continuously with same quality and quantity


	Measure 1.1. Specific objectives

New machinery for crop production

Buildings and related technical equipment for animal husbandry

Storage facilities for crop production
	
	Measure 1.2. Specific objectives

Introduction of EU standards for food safety and hygiene, environment, animal welfare, working conditions

Modernisation of technology

Improving quality
	
	Measure 1.3. Specific objectives

Increase market share of producers

Increased competitiveness

Co-ordination of productive regions and producers processing same products, protection of products with specific origin


Objectives of Priority 2. and 3. Diagram 2 b.

	Priority 2

Environmental friendly production

Priority 3

Enhancing the adaptation capabilities of rural areas


	Measure 2.1. Specific Objective

Dissemination of agricultural 

Productions methods designed to protect environment and maintain the countryside
	
	Measure 3.1. Specific objective

Renovation and development of villages, protection of cultural heritage


	
	Measure 3.2. Specific Objective

Diversification of activities aimed at generating alternative revenues


	
	Measure 3.3. Specific Objectives

Development and improvement of rural infrastructure



	Measure 2.1. Specific Objectives

Contribution to nation wide application of environmentally friendly production

Enhancement of diversification of agricultural activities

Increase of rural employment

Nature conservation
	
	Measure 3.1. Operational objectives

Renewal of settlement structures, taking care of streets and public areas

Renovate and revitalise existing elements of built and natural environment

Protection of landscape elements belonging to villages


	
	Measure 3.2. Operational objectives

Alternative business opportunities and income

emergence of new activities 

New working places

Improving safety of business versatility,

 Increasing range of goods and services  with improved quality
	
	Measure 3.3. Operational objectives

Reconstruction of agricultural roads

Energy supply for enterprises

IT support for rural areas

Sewage of waste water

New market  facilities




Chapter IV
Evaluation Findings

(This chapter contains PSEQ 6 - programme specific evaluation questions) 

1. Financial framework

1.1. Programme as a whole

The financial framework of the SAPARD Plan of Hungary had been modified twice since the accreditation of the Programme. The first set of modifications was carried out in Oct 2002 and it aimed at adjusting the original figures to the altered financial situation of Hungarian Forint as currency. These changes hardly had any effect on the internal structure of forecasted expenditures in SAPARD.

In May 2003 when four of the nine measures (including Technical assistance) were already launched the Monitoring Committee had decided to restructure the amounts and proportions of various measures based on the experiences of applications of the on-going measures and on the situation of the non-accredited ones. Evaluators defined the financial tables originally included in the SAPARD Plan as “original” and the ones after May 2003 as “modified”.

According to the Monitoring Committee decision the estimate expenditure for non-accredited measures were decreased for the benefit of accredited ones.

	Measures
	Ratio of total costs (modified/original)
	Ratio of public expenditure (modified/original)

	Investments in agricultural holdings
	110.35 %
	127.55 %

	Processing and marketing of agricultural and fishery products
	123.10 %
	123.10 %

	Improvement of vocational training
	54.51 %
	72.68 %

	Agricultural production methods designed to protect the environment and maintain the countryside
	54.48 %
	54.48 %

	Setting up producer groups
	46.59 %
	46.59 %

	Renovation and development of villages and the protection 
	70.03 %
	70.03 %

	Development and diversification of economic activities, providing for multiple activities and alternative income
	66.44 %
	66.44 %

	Development and improvement of rural infrastructure
	186.91 %
	173.06 %

	Technical assistance, studies to assist preparation and monitoring, information and publicity campaigns
	37.90 %
	37.90 %

	Total
	105.36 %
	106.40 %


As the figures show the budget of all accredited measures had been increased, most significantly for “Development and improvement of rural infrastructure, which was highly the most demanded measure among applicants. All non-accredited measures faced a drop of forecasted expenditures and also the proportion of public expenditure has changed in several measures.

The weight of accredited measures changed also as shown below:

	Measure
	Total costs
	Public expenditure

	
	Original
	Modified
	Original
	Modified

	Investments in agricultural holdings
	36.83 %
	38.38 %
	28.46 %
	34.12 %

	Processing and marketing of agricultural and fishery products
	25.86 %
	30.06 %
	20.53 %
	23.76 %

	Improvement of vocational training
	1.20 %
	0.62 %
	1.79 %
	1.22 %

	Agricultural production methods designed to protect the environment and maintain the countryside
	2.15 %
	1.11 %
	4.27 %
	2.18 %

	Setting up producer groups
	3.70 %
	1.63 %
	7.35 %
	3.22 %

	Renovation and development of villages and the protection 
	6.09 %
	4.03 %
	9.06 %
	5.96 %

	Development and diversification of economic activities, providing for multiple activities and alternative income
	15.58 %
	9.78 %
	15.46 %
	9.66 %

	Development and improvement of rural infrastructure
	8.05 %
	14.21 %
	11.98 %
	19.49 %

	Technical assistance, studies to assist preparation and monitoring, information and publicity campaigns
	0.55 %
	0.20 %
	1.09 %
	0.39 %

	Total
	100 %
	100 %
	100 %
	100 %


The proportion of every on-going measure was raised, most significantly in case of the development of infrastructure. After modifications almost one fifth of the forecasted expenditure of the Programme is dedicated to this measure. The weight of non-accredited measures was decreased by very similar rate.

1.2. Budgeted expenditure for the period of 2000-2006

The modifications carried out in May 2003 had affected the annual breakdown of the budget as well. This resulted in slight fall of total costs (4.3 %) and rise of public expenditure for 2000. For other years minor increase was introduced both for total costs and public expenditure.

Euro

	Year
	Total costs
	Public expenditure

	
	Original
	Modified
	Original
	Modified

	2000
	108,582,628
	103,909,894
	50,650,849
	51,607,079

	2001
	102,528,943
	113,927,633
	50,584,499
	52,627,160

	2002
	100,911,610
	112,239,915
	50,584,499
	54,104,983

	2003
	102,224,055
	114,848,417
	50,584,499
	54,641,641

	Sub-total (2000-2003)
	414,247,236
	444,925,859
	202,404,346
	212,980,863

	2004
	98,682,721
	102,018,847
	50,584,499
	54,618,855

	2005
	97,496,943
	101,344,362
	50,584,499
	54,618,855

	2006
	92,669,165
	96,184,262
	50,584,499
	54,618,855

	Total
	703,096,065
	744,473,331
	354,157,841
	376,837,427


Estimated total eligible costs of the Programme had grown by 5.89 % and it’s forecasted as 744,473,331 euros for 2000 – 2006. Total public expenditure faced similar growth (6.4 %) and reached 376,838,427 euros. In the table above, forecasted sub-total amounts for the period 2000-2003 were calculated as well, in order to be able to compare actual expenditure and uptake to the available budget of the Programme because there will be no SAPARD allocations for Hungary in 2004-2006.

2. Progress in Programme Implementation

2.1. Actual expenditure to date

While describing and analysing the actual expenditure of the Programme, the Evaluators use the monitoring data assembled by 30 Sep. 2003. The following table shows the breakdown of applications by that date.

	Measure
	Submitted applications
	Rejected applications
	Applications under evaluation
	Approved applications
	Closed projects (of approved)

	Investments in agricultural holdings
	459
	248
	79
	132
	13

	Processing and marketing of agricultural products
	376
	146
	80
	150
	0

	Development and improvement of rural infrastructure
	805
	433
	113
	259
	0

	Total
	1640
	827
	272
	541
	13


In the three on-going measures (excluding Technical assistance) the total cost of approved projects is 115,330.9 thousand euros, of which 53,728.2 thousand euros (46.63 % of total costs) is the amount of total public expenditure. 78.33 % of committed public expenditure is already contracted with applicants and only 0,71 % of contracted public expenditure is already spent in closed projects.

The ratio of committed and contracted public expenditure is the highest in case of the “Investments in agricultural holdings”, which is 83.32 %. The other two measures show 79.13 % (infrastructure) and 75.87 % (processing).

Euro

	
	Approved
	Contracted
	Spent on closed projects

	
	Total costs
	Public expend.
	Total costs
	Public expend.
	

	Investments in agricultural holdings
	24,609,537
	9,335,557
	20,466,274
	7,778,149
	298,850

	Processing and marketing of agricultural and fishery products
	64,002,474
	25,257,176
	44,159,592
	19,163,827
	0

	Development and improvement of rural infrastructure
	26,718,976
	19,136,541
	23,546,486
	15,142,882
	0

	Total
	115,330,987
	53,729,275
	88,172,352
	42,084,859
	298,850


2.2. Financial effectiveness

Financial effectiveness of the programme is hard to judge by the time of the mid-term evaluation. The number of approved applications is already significant, but the ratio of rejected applications was extremely high, so committed and paid assistance is much lower than the number of submitted applications would justify. There are hardly any closed projects, therefore the financial efficiency can not be measured on physical outputs of the programme. Any calculations can be carried out only for the on-going measures and only for approved projects, but not the closed ones.

Total costs and public expenditure of approved applications in the on-going measures compared to forecasted figures for 2000 – 2003 (as mentioned earlier, there will be no SAPARD allocations for Hungary in 2004-2006) are the following:

Euro

	
	Total costs
	Public expenditure

	
	Approved
	2000 – 2003 forecast
	Approved
	2000 – 2003 forecast

	Investments in agricultural holdings
	24,609,537
	174,162,572
	9,335,557
	78,373,157

	Processing and marketing of agricultural and fishery products
	64,002,474
	173,647,893
	25,257,176
	69,459,157

	Development and improvement of rural infrastructure
	26,718,976
	74,497,183
	19,136,541
	51,734,155

	Total
	115,330,987
	422,307,648
	53,729,275
	199,566,469


Comparing the actual figures to the forecasted ones the lowest ratio can be found at “Investments in agricultural holdings” (14.13 % on total eligible costs and 11.91 % on public expenditure). On the other hand all closed projects were carried out under this measure, mainly in machinery. The other two measures show 35 – 37 % both on total cost and public expenditure.

From the financial point of view the implementation of the project has developed nearly according to the annual forecasts, if looking only at the approved projects. One year has passed since the submission of the first applications and 26.92% of the overall public expenditure for 2000-2003 has been committed. Regarding the assistance paid to beneficiaries on closed projects, the evaluators found serious delays, which caused an extremely low proportion (0.14%) compared to the total public expenditure of the programme for 2000-2003, according to the modified financial tables accepted in May 2003.

Chapter V
Presentation of Results

1. Introduction

The evaluator team has agreed to collect detailed data on 25% of approved applications for analysing the effects, benefits and increments arising from approved projects. The data collection from project files started by reviewing the structure of application forms. The team (contributing representatives of On-the-spot Control Unit of ARDA) had selected the evaluation questions from the relevant chapter of the “Guidelines from Evaluation of Rural Development Programmes supported by SAPARD”, which were possible to answer from the data provided in the project files. In this phase all questions and related indicators were discussed and investigated if necessary data were available from the application form, business plan, etc. to calculate the indicators.

The On-the-spot Control Unit of ARDA provided the evaluators with the database containing the following data on approved and rejected application broken down by regions, registration number:

1. title of project

2. place of investment

3. EU support

4. national support

5. total cost

6. code of type of enterprise

7. code of reason for rejection

The evaluators agreed on analysing the data in the case of measure I. and measure II. by sector instead of sub-measure. To be able to define the size of sample by sector the applications had to be divided by sectors. The evaluators defined the size of the sample according to the number of approved applications proportionate by regions, measures, sub-measures or sectors. The examined applications had to be selected on the random bases by the regional offices.

The total size of the sample contains 146 applications.

The next phase was to assembly the data request form. The draft of the form was put together by the Agency, and it was reviewed and finalised by the evaluator team. The form was based on the requested tables that part of the business plan to make it easy to handle and fill in for the regional offices.

The finalised data request form and size of sample were spread the RSOs. The offices were informed in advance about their exact task and the deadline for providing the requested data. Collection of data proceeded slower than it was intended, but finally the necessary number of project files were recorded and handed over to the evaluators.

Indicators were still challenging to calculate as project files were filled out imprecisely or incompletely in several cases. Therefore all project files had to be reviewed one by one to bring them to a standard format. The evaluators informed the Agency about incomplete project files, which were partly corrected and refilled by the regional offices. However there were still missing information regarding number of project files.

There was no IT expert provided for the evaluators therefore the integrated analysis of the database was complex and time-consuming process. However, the calculated indicators are well defined, reliable and generally accepted by the On-the-spot Control Unit of the Agency.

Conclusions

1. The SAPARD Agency does not collect the data on the monitoring indicators defined in the SAPARD Plan

2. In many cases the approved project files do not contain the requested monitoring data

3. The lack of IT systems makes the detailed Programme monitoring impossible

4. The On-the–spot Control department is seriously understaffed

2. Measure-specific question

2.1. Measure I: Investments in agricultural holdings

The Hungarian agriculture got into an individual situation in the last decade, concerning investments, since the establishment of technical and technological conditions was needed for a new farm structure. The technical and technological conditions of the production are influenced primarily by the price- and income conditions. The whole decade was characterised by opening agricultural scissors. The inputs used for the production in 1998 did not even reach the level of the year 1990. Though the agricultural investments on constant prices have expanded almost in each year after 1994, total investment in 1999 was only 55,6%. Due to the change of regime, the change in the farm- and production structure has worsened the utilization of the former production capacities, especially in the animal husbandry sector. From the decrease in the livestock we can draw the consequence that the utilization of animal keeping capacities is at maximum 60-70%. The status of the unused instruments has drastically dropped. Because of the missed renovations, the share of up-to-date instruments is quite low, which is only 2-7% in the group of buildings.

After the transformation of the ownership and structure in the agriculture, some of the instruments of former large-scale farms (e.g. special animal keeping plants, feed-mixers) cannot be utilized in the new farm structure, their status has dramatically worsened or totally been damaged. The established private farms – partly because of their smaller size, partly because of their different production structure – appear with different demand for instruments. Consequently, the need for providing instruments for the smaller farms has grown. Though the starting businesses and the sole proprietorships set up after the change of regime especially have little capital. This situation could not be significantly mitigated by even the state subsidies aiming at the promotion of investments.

In full harmony with Article 1 of Council Regulation (EC) No 1268/1999 improvement of efficiency of agricultural production, implementation of developments required by the changed farm and ownership structure, and modernization of the production structure are the most important tasks for the sustainable development of the Hungarian agriculture and the rural Hungary. In addition, we can say about the Hungarian agricultural production that its informatic background is not complete. It is true especially for the animal husbandry, concerning the management systems of the plants, the individual registration of the livestock, the feeding and other registration systems.

	Question
	A.I.1. To what extent have the supported investments contributed to improve the income of beneficiary farmers?

	One of the main objectives of SAPARD is the increase in incomes through a restructuring of the Hungarian agricultural holdings. According to the last years’ low investment data in the agriculture, SAPARD shows a slow improvement in the change of investment figures. This tendency influences the improvement of farmers’ incomes.

	Criteria
	A.I.1-1. The income of beneficiary farmers has improved

	Indicators

	A.I.1-1.1. “Gross farm income” of assisted holdings (€).
	In Measure I, on the basis of the sample applied, an average increase of 290% could be registered. The improvement in crop production is 380%, in the pig sector 222%, in the poultry sector 137%, in the cattle sector 134%. 

	Conclusion

	Since the investments have not been completed yet, in our investigations we have taken the gross farm incomes before submitting the application as a basis and we compared them to the 5-year-average after the investment. From the data it can be clearly seen that there is a huge insecurity among the applicants, since they had planned unrealistic high increase. These unrealistic data are primarily due to the fact that the applicants had not had to carry out such planning so far. In order to meet the requirements of the application, they over planned their gross income. Of course these data exceed the real values, but according to the national economic calculations, after the investment the gross income is expected to grow by about 10%. According to the examinations, 62% of the businesses expect improvement in their economic relations (Q. 23), while 54% forecast the improvement in competitiveness (Q. 24). The improvement of competitiveness is expected primarily in the improvement of quality, effectiveness and the level of processing (Q. 25). Considering all this, an increase of incomes can be forecasted in the businesses, which may gradually increase due to further investments and developments.


	Question
	A.I.2. To what extent have the supported investments contributed to a better use of production factors on holdings?

	With the help of the assisted investments, the developing technical conditions have significant impact on the better utilization of the inputs. The effectiveness is improving and the biological periods have more moderate negative effects. Due to these, the production phase may shorten and the influence of ecological effects may decrease.

	Criteria
	A.I.2-1. Increase in factor productivity

	Indicators

	A.I.2-1.1. Output per hectare on assisted holdings (€/ha)
	In the crop production 100 euro/ha increase in the output is expected, 70 euro in the pig sector, 25 euro in the poultry sector. In the cattle sector there were not appropriate data available.

	A.I.2-1.2. Output per hour of labor on assisted holdings (€/hour)
	In crop production an increase of 10 euros, in the cattle sector that of 60 euros, in the poultry sector that of 7 euros can be expected. It is only the pig sector where no change is expected, even on the basis of the business plans.

	A.I.2-1.3. Cost (direct inputs) per unit of basic products sold on assisted holdings.
	The growth is expected to be 5% in crop production, 42% in the pig sector and 23% in the poultry sector.

	Conclusion

	From the investigations it is clear that due to SAPARD support, in the case of all the indicators  an increase is expected. The development indicators planned by the applicants are unrealistic and they cannot be met in the current economic environment. The planning of these unrealistic figures are primarily due to meeting the call for the applications. The costs per unit of products sold and the production costs are expected to rise, since an increased level of processing will rise collateral costs (Q. 39-40). Apart from the production costs an increase is expected in the marketing costs too. Businesses forecast a 27% increase concerning this type of cost (Q. 41). The increase in costs will be compensated with higher product prices. All in all, the data show that beside the increase in the expected output the costs will also increase.


	Question
	A.I.3. To what extent have the supported investment improved the quality of farm products in compliance with EU norms?

	In order to comply with the EU standards, there is a continuous change in the Hungarian agriculture. Looking at the production figures of the agriculture, a considerable fall can be observed over the last years, and today’s production is only 70% of that of the 90s. However, Hungary is the only one in Central-Eastern-Europe that can constantly show a net balance in the foreign trade. Taking all this into account, it is important to adopt the EU standards and to use them in the farming.

	Criteria
	A.I.3-1. The quality of farm products has improved in compliance with EU standards

	Indicators

	A.I.3-1-1. Share of products in assisted holdings sold with quality label (%)
	According to the interviews with the applicants the share of products in assisted holdings sold with quality label is very low. Only 9% of the assisted holdings sell products with quality label.

	a) of which complying with EU food quality standards (%)
	Because of the low number of the indicator it cannot be measured, but it can be indirectly stated that 6,4% of the assisted holdings apply and expand the quality assurance systems of foods (ISO, HACCP).

	c) of which labels related to organic farming (%)
	Only 3,7% of the assisted holdings sell organic products. These holdings operate primarily in the crop production sector.

	Conclusion

	Most of the agricultural investments aimed at the improvement of productivity in the businesses. Due to this, the share of quality (complying with the EU standards) products has also expanded. Depending on their types, the investments improve the quality of the final products. The businesses have planned quality improvements concerning both foods for human consumption and feed for animals. An increase of 62% was planned for the foods for human consumption, while a 16% growth was forecasted for the fodder, concerning the output sold through quality assurance (Q. 43). All in all, the measures announced in SAPARD promoted the increase in the quantity of products sold with quality labels only to a small extent and they did not even started the increase in organic production. This was primarily due to the types of measures announced.


	Question
	A.I.4. To what extent have the supported investments improved production conditions in terms of better working conditions in compliance with EU standards?

	There is a coherence between the improvement in the production conditions and in the working conditions. Due to the investment, the technical status of the production is developing, and as a consequence of it, the working conditions may also improve. The investments have resulted in several developments in the working conditions concerning also hygiene.

	Criteria
	A.I.4-1. Working conditions have improved

	Indicators

	A.I.4-1.1. Share of assisted holdings applying improvements akin to EU standards for working, health and safety conditions (%)
	According to the interviews with the applicants we can find the improvement in working, health and safety conditions in 17% of the business plans of the assisted holdings. It is characteristic for mainly the poultry, the pig and the cattle sectors.

	Conclusion

	Considering the positive effect of SAPARD program on the working conditions, improvement can be expected in about 35% of the examined businesses due to the development in social premises and hygienic conditions (Q. 29). However, more than 50% of the interviewed did not answer this question, which refers to the unchanged conditions or to the fact that the aim of the investment is not primarily that type. It is sure that the businesses nowadays want to develop their efficiency primarily through investments (machinery, buildings), not paying enough attention to the working conditions. Apart from all this, data represent that more than 17% of the SAPARD support was spent on the development of working conditions (hygiene, safety conditions), (Q. 46) and beside this they plan to grow the number of employees by an average 8,55 persons, of which 23% is connected to women (Q. 28). To sum up it can be stated that SAPARD had only indirect impact on the improvement of the businesses’ working conditions.


	Question
	A.I.5. To what extent have the supported investments improved production conditions in terms of animal welfare in compliance with EU standards?

	The gradual implementation of the EU standards have significant impact on the transformation of the production structure, since the past decade’s conditions in animal keeping and animal welfare change quite slowly. The cattle, pig, sheep and poultry yards show a considerable lag concerning the animal welfare standards. In 2000, the age of buildings for animal keeping exceeded 25 years. In the technology of animal keeping several regulations do not comply with the EU standards (fodder, runner, m3 of air etc.). The modification of these is a very urgent task of the Hungarian agriculture.

	Criteria
	A.I.5-1. Animal welfare has improved

	Indicators

	A.I.5-1.1. Share of assisted holdings meeting EU animal welfare standards (%);
	According to the interviews with the applicants 7% of SAPARD applications aimed at the improvement of animal welfare conditions, especially in cattle breeding. According to the investigations 30% of the animal-breeding holdings meet the EU’s animal welfare standards. The assisted holdings have spent an average 2,7% on the improvement of animal welfare conditions.

	A.I.5-1.2. Share of animals housed in accommodation that meets EU standards on assisted holdings (%).


	It cannot be measured in % only on the basis of the business plans, but according the national data the sectoral analysis can be found in the conclusion.

	Conclusion

	The pig keeping rooms are quite heterogenous from technical point of view. Only 22% of the pig keeping buildings are in good condition, 61% needs smaller or bigger renovations, while 17% is unsuitable for pig keeping. Only 23% of the technological equipment is up-to-date, while 23% is unsuitable for efficient production. Poultry keeping is also heterogen, while in comparison with the sectors, we can see that the level of the poultry keeping is the highest, though modernization and the compliance with the EU standards are urgent also in this sector. 30% of the buildings’ technical condition is good, 50% of them has a medium level of technical condition. 18% can be accepted for poultry keeping, and only 2% is unsuitable. Animal welfare conditions are not better than the average even in the cattle sector. During the reconstruction of the yards we need to take into account that the compliance with the EU standards on keeping calves will increase the costs. From animal welfare point of view the facilities of the sheep sector are the most obsolete. In one-fourth of the sheep spaces, the technical conditions of a profitable production are quite limited, and they should be urgently renewed. From all this it is clearly seen that the SAPARD program itself is not enough to solve the animal welfare problems of the sectors, which will be one of the most important tasks to be solved in the next few years.


	Question
	A.I.6. To what extent have the supported investments facilitated environmentally friendly farming ?

	The Hungarian agriculture has only been considering environmental factors since the 90s. Several damaging effects of residues of fertilizers and plant protection products can be presented on the arable lands. Since the 1990s, less and less chemicals are used by the businesses, primarily because of the poorer farming conditions (profitability). As a consequence of this, the present situation is getting closer to environment sound farming conditions. Today’s urgent problem is the storage and management of manure, in which field significant lag can be observed concerning the requirements of the EU.

	Criteria
	A.I.6-1. Integration of environmental concerns into farm investments

	Indicators

	A.I.6-1.1. Share of beneficiary holdings introducing environmental improvements thanks to co-financing (%)
	According to the interviews with the applicants environmental improvements can be realized in 35,45% of the assisted holdings. Environmental investments were mainly in the pig and the cattle sectors.

	(a) of which with the environmental improvement as the direct aim of the investment
	31% of the assisted investments aimed at the environmental improvement. They were especially in the cattle and pig sectors.

	(b) of which as a collateral effect (e.g., due to new equipment acquired mainly for economic purposes (%)
	The investments had collateral effect in 21% of the assisted investments. This type of investments were mainly in the pig and the cattle sectors.

	(c) of which relating to waste and excess manure (%)
	48% of the businesses are related to the solution of the excess manure. This type of investments were mainly in the pig and the cattle sectors.

	(d) of which relating to on-farm water management
	It cannot be measured on the basis of the results of the investigation, since there were not any applications aiming at this topic.

	(e) of which relating to other benign farming practices/systems (%)
	It cannot be measured on the basis of the results of the investigation, since there were not any applications aiming at this topic.

	Criteria
	A.I.6-2. Improved storage and land-spreading of farm manure

	Indicators

	A.I.6-2.1. Share of assisted holdings improving storage/land spreading of farm manure (%)
	According to the sample applied, the investment of 17% of the assisted holdings in the animal breeding sector aims at the improvement of storage of farm manure. This type of investments were mainly in the pig and the cattle sectors.

	(a) of which co-financed from the assistance (%)
	There are no completed investments yet.

	(b) of which storage (%)
	100 % of these businesses applied for the solution of storage problems.

	c) of which land spreading (%)
	It cannot be measured on the basis of the results of the investigation, since there were not any applications aiming at this topic (e.g. purchasing machines for spreading the manure on the land).

	A.I.6-2.2. Share of assisted holdings meeting EU standards concerning farm manure (%)
	According to the 35 examined application, all of the 17% of the animal breeding holdings which submitted the SAPARD application for support to increase their farm manure storage capacity, are completing the investment according to the EU’s relevant requirements. Although this figure greatly differs from the real conditions, since the national data show that the share of the assisted holdings meeting the EU standards concerning organic manure is under 10%, while that of concerning liquid manure is under 5%.

	Conclusion

	In the case of pig keeping yards the most serious problem is meeting the environmental requirements, since it is difficult to use the manure for improving the quality of soil at the current level of livestock concentration, and because of the general technology for the disposal of manure. In 11% of the pig keeping spaces studied the disposal technology is incomplete. The storage of farm manure is a problem for 25% of the yards in Hungary. From environment protection point of view, the manure treatment and the air pollution may cause problems in the poultry yards. 

There are not any satisfying solution for either manure treatment or storage. In this sector, meeting the animal protection requirements, especially the restrictions for coops means a more serious problem. From environmental aspect, the main problem for the cattle keeping yards is the treatment of manure and of the liquid manure. The separation of liquid manure and rain needs larger amount of investment cost in the future. In 12% of the cow barns the disposal of the manure is done manually. The manure treatment and storage is not provided in only 1% of the buildings. By summarizing all this, we can claim that the SAPARD measure announced had a significant role in the improvement of the environmental conditions, but most of the businesses do not plan to carry out such investments. From the data processed it can be clearly seen that the environmental conditions will only be the consequence of a technological development, while only a few entrepreneurs applied for direct environmental investments.




2.2. Measure II: Improving the processing and marketing of agricultural and fishery products

During the pre-accession period the primary aim of development in the food industry is to ensure compliance with the EU standards regarding environment, hygiene and food safety as well as increase the competitiveness on the single market. The Specific Sector Programmes provided reasonable basis to outline development objectives, relevant areas and strategic priorities. Primary to the elaboration of the SAPARD Plan guideline was elaborated within the framework of a Phare project ordered by the Food Industry Department, MARD to assist the preparation of the development strategy for the food sector and define the measures and actions promoting the development and structural adjustment of the sector. This measure was the only one based on deep sector analysis.

The two priorities of the SAPARD Plan regarding food processing are:

Compliance with EU regulations

· Providing the technical conditions for food safety and for compliance with the EU regulations and food hygiene,

· Improving environmental protection and waste management

· Compliance with the EU regulation on animal welfare. 

Improving competitiveness 

· Improving competitiveness through the development of technology and the higher quality of the products.  

Within the measure five main groups of objectives for action were defined as follow: 

· Food safety, hygiene,

· Environment protection

· Animal welfare

· Modernisation of technology

· Improving quality 

The SAPARD Plan forecasted 6-800 project proposals for the period of 2000-2006. The agri-food sector involves 15 out of the 34 branches of food processing industry and includes 2860 enterprises, within which 2780 employs less than 250 people. According to the survey of the Animal Health authority in 2003 about 90 meat industry establishments would not be in compliance by the time of accession.

	Region
	Measure/sub-measure/sector
	Number of approved applications
	EU support (HUF)
	National support (HUF)
	Total eligible costs (HUF)

	WTd
	Red meat
	9
	159 260 458,50
	53 086 819,50
	530 880 202,00

	STd
	Red meat
	6
	187 332 361,50
	62 444 120,50
	495 802 434,00

	CH
	Red meat
	6
	221 465 700,00
	73 821 900,00
	738 223 000,00

	NH
	Red meat
	2
	19 530 000,00
	6 510 000,00
	65 104 000,00

	NGp
	Red meat
	12
	619 734 306,75
	206 578 102,25
	2 079 688 279,00

	SGp
	Red meat
	17
	753 234 012,00
	251 078 004,00
	2 612 671 843,00

	 
	Total
	52
	1 960 556 838,75
	653 518 946,25
	6 522 369 758,00

	WTd
	Dairy
	2
	96 117 000,00
	32 039 000,00
	430 125 378,00

	STd
	Dairy
	1
	75 000 000,00
	25 000 000,00
	279 095 000,00

	CH
	Dairy
	1
	20 882 077,50
	6 960 692,50
	69 606 925,00

	MTd
	Dairy
	7
	192 628 276,50
	64 209 425,50
	652 747 256,00

	NH
	Dairy
	1
	69 671 250,00
	23 223 750,00
	232 239 000,00

	NGp
	Dairy
	6
	164 963 342,25
	54 987 780,75
	549 880 383,00

	 
	Total
	18
	619 261 946,25
	206 420 648,75
	2 213 693 942,00

	CH
	Poultry
	1
	53 871 000,00
	17 957 000,00
	179 570 000,00

	NH
	Poultry
	1
	862 794,00
	287 598,00
	2 876 000,00

	SGp
	Poultry
	2
	115 860 000,00
	38 620 000,00
	411 800 000,00

	 
	Total
	4
	170 593 794,00
	56 864 598,00
	594 246 000,00

	WTd
	Wine
	2
	76 723 500,00
	25 574 500,00
	265 388 000,00

	STd
	Wine
	3
	35 801 400,00
	11 933 800,00
	119 458 795,00 Ft

	CH
	Wine
	2
	16 440 000,00
	5 480 000,00
	54 924 000,00

	MTd
	Wine
	4
	154 265 880,00
	51 421 960,00
	514 221 600,00

	NH
	Wine
	12
	215 448 966,00
	71 816 322,00
	718 167 441,00

	SGp
	Wine
	10
	223 137 846,00
	74 379 282,00
	743 805 320,00

	 
	Total
	33
	721 817 592,00
	240 605 864,00
	2 415 965 156,00

	WTd
	Fruit and vegetable
	3
	121 701 000,00
	40 567 000,00
	405 671 000,00

	STd
	Fruit and vegetable
	1
	18 193 500,00
	6 064 500,00
	60 647 000,00

	CH
	Fruit and vegetable
	3
	119 477 302,50
	39 825 767,50
	418 274 876,00

	NH
	Fruit and vegetable
	4
	186 819 750,00
	62 273 250,00
	622 980 420,00

	NGp
	Fruit and vegetable
	10
	282 888 750,00
	94 296 250,00
	952 314 000,00

	SGp
	Fruit and vegetable
	14
	340 451 691,75
	113 483 897,25
	1 150 974 589,00

	 
	Total
	35
	1 069 531 994,25
	356 510 664,75
	3 610 861 885,00

	STd
	Fishery
	1
	71 564 250,00
	23 854 750,00
	238 547 971,00 Ft

	CH
	Fishery
	1
	36 629 910,75
	12 209 970,25
	122 099 703,00

	NH
	Fishery
	1
	18 750 000,00
	6 250 000,00
	62 500 000,00

	 
	Total
	3
	126 944 160,75
	42 314 720,25
	423 147 674,00

	Total
	145
	4 668 706 326,00
	1 556 235 442,00
	15 780 284 415,00


	Question
	A.II.1. To what extent have the supported investments helped to increase the added value of agricultural and fishery products through improved and rationalised processing and marketing of products?

	

	Criteria
	A.II.1-1. Rational procedures and better use of production factors in assisted processing and marketing lines

	Indicators

	A.II.1-1.1. Capacity utilisation in assisted processing and marketing lines (ratio)
	The data provided in the business plans did not allow the evaluator to examine the above indicator. 

The utilisation efficiency of the labour capacity was possible to measure from the data included in the business plan. The average output per work hour will increase by 2 601 HUF. The sectoral breakdown of this data is:

Wine

   207

Dairy

4 290

Red meat

3 903

Fruits and vegs
1 900

According to the examined sample (30 applications) the average growth of total capacity on project level is 39,8% while the average growth of upgraded capacity is around 80%.

The average growth of total capacity on project level in different sectors are the following:


Average growth of 
Average growth of


total capacity 

upgraded capacity

Wine
    29,38%


     109,88%

Dairy
        0,00%

  57,14%

Red meat
       4,14%

  50,33%

Fruits and vegs.   178,57%

144,44%

The highest growth is estimated in the fruit and vegetable sector, while the lowest in the dairy sector. This trend is much in line with the consumer and market needs and the comparative advantages of the Hungarian agriculture.

	A.II.1-1.2. Added value in assisted processing and marketing lines (%)
	The examined 30 applications show that the average growth of added value in different sectors are:


Average growth 
 Average 
Deviation


 of added value
deviation


Wine
52,41%
   52,92%
72,18%

Dairy
16,53%
   10,08%
12,90%

Red meat
10,13%
   13,13%
15,67%

Fruits and vegs.     9,38%
   23,58%
30,08%

Total
20,88%
   26,03%
41,13%

This data shows the average growth of five years after investment. 20% average increase during five years operation is realistic.

	A.II.1-1.3. Processing/marketing costs per unit of basic products thanks to the assistance
	No data available for this indicator in the business plan.

According to the results of the questionnaire with applicants there are both increase and decrease estimated regarding both the production and processing cost due to the investment. Information on the answers of questioner (Q.39.) shows that in the case of estimated decrease in production cost the applicants forecasting 4.4% on the average. In the case of estimated increase the average is 6.88%. 

Concerning the change in processing cost in the case of decrease the average ratio is 3,65% in the case of increase the average ratio is much higher, 19,43%.

Concerning the marketing cost, all answers are expecting increase costs by 27% on average. 



	Criteria
	A.II.2-1. Outlets created or improved for products in beneficiary plants

	Indicators

	A.II.1-2.1. Share of gross sales of processed products that are sold to outlets created or improved thanks to the assistance (%)

a) to national markets (%)

b) to the EU (%)

c) to CEECs (%)
	According to the interviews with applicants (Q. 48) nearly 30% of them stated that the investment brings no effect on the sales conditions. Over 20% of them estimated a positive change. Their expectation of average increase of sales on national market is 31,5%, 35% on EU market and 2,5% on other markets. 3,7% of the interviewees were not able to answer this question. 




	Question
	A.II.2. To what extent have the supported investments helped to increase the added value and competitiveness of the agricultural products by improving their quality

	

	Criteria
	A.II.2-1. The intrinsic quality of processed/marketed agricultural products is improved

	Indicators

	A.II.2-1.1. Share of agricultural basic products contained in processed/marketed products with improved intrinsic quality form assisted processing/marketing lines (%)

a) of which subject to automated quality monitoring thanks to assistance (%)

b) of which improved homogeneity within and/or between batches (%)

c) of which complying with EU quality standards (%)

d) of which with the quality label (%) (and description of label)

e) of which derived from organic farming (%)
	There is no reliable information on this question in the business plans. As it is now this question is too complicated to ask during an interview. 

a) Based on the interviews with applicants, very high percentage was not able to answer this question (54,7%). However 6.3% of the interviewed applicants answered that are going to apply certain quality assurance systems (ISO, HACCP). 

According to the database assembled from the project files out of 41 examined application only 2% was aiming at increasing the quality of products by introducing ISO, HACCP and EMAS. However, this low number can be caused by incorrect completion of application sheets or the data requirement sheets since some cases the evaluator found that the title of application was „meeting EU standards” but the relevant line in the annex concerning this topic in the business plan was incorrectly or not at all filled in. The other reason is that the applicant is already applying such systems.

b) 11% of the interviewed applicants answered that the homogeneity of processed products will increase due to the investment,

c) only 4,7% of the applicants answered that due to the investment the processing plant will meet EU quality standards

d) The answer to question d) is derived from the database of the project files. Out of 41 examined applications more than one third of them will have new quality products. In total regarding the sample applications there will be 126 new quality products introduced. The table below shows that the high number of quality products in the wine sector dominates the total number. Multiplying the result to the level of total number of approved applications gives the total of 446 quality products. Regarding the total number of certified quality and organic food products (7 077) this number is quite considerable.

Sector          No. of application     No. of new products

Wine

 3
  50

Dairy

 3
    9

Red meat

 5
  38

Fruits and vegs.
 4
  29

Total

15
126


	
	e) The answer to question e) is derived from the database of the project files. Out of 41 examined applications there are only 0,05% carrying out an investment aiming at processing organic products. It means two projects, both of them are from the wine sector. This number is very low concerning that the market and production conditions of such products are very favourable in Hungary.




	Question
	A.II.3. To what extent have the supported investments improved health and welfare conditions and compliance with EU standards?

	No significant impact is estimated due to the investment supported so far on the compliance with EU standards. It is mainly caused by the late start of the Programme and long application processing procedure as well as due to the fact that the evaluation criteria strongly emphasised economic viability rather than EU compliance and quality. However by the completion of the projects all investments have to comply with EU standards since it is a basic criteria set in the SAPARD plan. 

	Criteria
	A.II.3-1. Health and welfare concerns are appropriately integrated into the programme

	Indicators

	A.II.3-1.1. Share of assisted investments in processing and marketing related to health and welfare (%)

a) of which aiming at to improved the nutritive and hygiene quality of products for human consumption (%)

b) of which aiming to improve the nutritive and hygiene quality of animal feed (%)

c) of which aiming to improve workplace safety and hygiene conditions (%)

d) of which aiming to improve animal welfare (%)
	The answer on question a) and d) is based on the database assembled from the applicant project files.

a) 41 applications were examined out of which 12% (five) stated that the aim of investment is to improve the food safety and hygiene to meet the EU standards. On the total approved project level the estimated number of food processing enterprises meeting EU standards thanks to the assistance is around 18. 

The result of a recent survey carried out by the Animal Health Authority shows that there are about 560 meat-processing plants not yet in compliance but by the time of accession expected to meet EU food quality and hygiene standards. 

Comparing the two numbers it can be stated that the  SAPARD Programme did not have significant positive impact so far on the state of processing plants regarding EU food quality and hygiene standards. 


Pcs
       Quality
       EU food safety

 
            improvement     and hygiene

Wine
10
1
1

Dairy
  6
1
1

Red meat
15
0
2

Fruits and vegs.
10
0
1

Total
41
2
5

b) According to the interviews with applicants the share of processed animal feed products subject to quality monitoring in assisted holdings is going to be increased by 15,8%(Q.43). The homogeneity of assisted animal feed product will increase by 17,9% (Q.44). As a result of assistance the share of animal food products meeting EU standards will increase by 17,5% (Q.45). 

c) The indicator was modified due to the following reason: increasing workplace safety and hygiene conditions was not a separate objective (scheme) within the processing and marketing measure. Because of this there were no projects aiming exclusively at increase working conditions. The indicator was modified to the following: How many % of the total project cost was spent on increasing working conditions? According to the result of the applicant’s questionnaire, the average ratio within the total investment cost spent on workplace safety and hygiene conditions is 17,39%.

	
	d) According to the 41 examined applications only 0,07% (three applications) is directly aiming at improving animal welfare. All three applications are in the red meat sector. According to the interviews with applicants on average 2,7% of the assistance is spent on increasing animal welfare conditions. 



	Criteria
	A.II.3-2. Animal health and welfare conditions comply with EU standards

	Indicators

	A.II.3-2.1. Share of assisted plants complying with EU standards (%)
	In national level questionnaires 12 out of 25 officials replying said that majority of food processing enterprises meet the EU standards today concerning animal welfare. According to the sample of approved projects there were only 3 (0,07 %) in the examined 41 aiming directly at the improvement of animal welfare. All three projects will be carried out in the red meat sector. On the level of all approved applications in Measure II. this means approximately 12 projects.

Evidence of the poor proportion of assistance spent on animal welfare can be found in the results of Q.47 of the applicants’ questionnaire. 2.7 % of the assistance was/will be spent on it on average. This low ratio can be due to the findings of the national level interviews such as most of the plants comply with EU animal welfare conditions.



	Criteria
	A.II.3-3. Human safety and hygiene conditions at the workplace have improved

	Indicators

	A.II.3-3.1. Trend in safety and hygiene conditions related to assistance (description, e.g. frequency of reported incidents)
	Regarding trends in safety and hygiene the evaluators could rely only on the results of interviews with applicants and with national level representatives.

According to Q.46 in applicant questionnaire 17.39 % of the assistance was/will be spent on the improvement of hygiene and safety conditions, which is significant. On the other hand most of national level representatives (54,5% of the ones who replied for this question) said that the majority of plants meet EU standards in this issue. There was no comparable data to investigate the trends, but the high ratio of assistance spent on such objectives suggests moderate but significant improvement in hygiene and safety at individual project level. 

	A.II.3-3.2. Share of assisted plants complying with EU standards (%)
	Due to the eligibility criteria requires that compliance with EU standards the part of the enterprise involved shall comply with EU standards and assuming that compliance will be valid for the total enterprise, 100% of the assisted enterprises should meet the relevant EU requirement.


	Question
	A.II.4. To what extent have the supported investments contributed to protect the environment?

	3 of the 41 examined sample projects are aiming directly at improving the environmental condition of the enterprise. On the total level it is approximately 11 processing plant which is concerning the total number of food processing enterprise is very low.



	Criteria
	A.II.4. Waste management has improved

	Indicators

	A.II.4-1.1. Waste collected/treated thanks to assisted actions (% of waste in assisted processing plants).
	Out of 41 examined applications there were 0 aiming at solid waste treatment, which represent the very low frequency of such investments. 3 applications are aiming technological improvement on wastewater treatment. One applicant in the dairy sector is not going to increase capacity, the other two applicant’s capacity will increase by 100% (75 m3 on average).


	Question
	A.II.5. To what extent have the supported investments contributed to restructure the processing food industry in the sector involved in order to be able to complete in the single market?

	The impact of assistance is nearly neglectible concerning the compliance of food processing plants to the requirements of the single market. Due to the weak financial situation the SMEs are the ones most endangered by the necessary closing up after accession. Examining the date on average project size regarding measure II, 97% of the resources are going to be used by supposedly medium and large size enterprises that are in a better position concerning meeting standards. 

	Criteria
	A.II.5-1. A substantial part of the processing plants in the sector involved is able to complete in the single market

	Indicators

	A.II.5-1.1. Number of EU-approved processing plants as a result of the assistance, as a share of the overall sector (%)

a) of which assisted plants (%)
	The total number of food industry enterprise is approximately 8 000 (AKII, Agri-economic studies, 2002.7. issue). 

Based on the eligibility criteria described in the SAPARD Plan requires that by completion of the investment, the part of the enterprise involved shall comply with the relevant EU food safety, hygiene, environment protection and animal welfare regulations and assuming that all the supported food industry enterprise will obtain EU approval for 100% of their capacity, the ratio of assisted EU approved processing plants to the total number is 0,018%.

a) based on the eligibility criteria 100% of supported processing plants should meet EU requirements. 


2.3. Measure XII: Development and improvement of rural infrastructure

	Question
	A.XII.1. To what extent have the type and extension of rural infrastructure activities been in accordance with the priority needs of the rural areas concerned?

	

	Criteria
	A.XII.1-1. The investments made respond to the priority needs identified during the ex-ante evaluation/programming period.



	Indicators

	A.XII.1-1.1. Identified priority needs addressed by the intervention
	The SAPARD plan identifies the following priority needs regarding rural infrastructure:

agricultural roads and connected facilities are not in line with the significantly modified ownership structure, in some cases accessibility of plots is not ensured,

lack of waste-water treatment facilities in small (less than 2000 inhabitants) settlements,

non or not effective energy supply of agricultural enterprises,

lack of local markets and buying up facilities, 

low level of computer databases and networks assisting better data supply of local businesses and their co-operation

In line with the priority needs the measure includes the following fields of development:

Development of road network in cultivated areas,

development of energy supply for local businesses,

construction of local waste water treatment systems using alternative  technologies in settlements with population lower than 2000 inhabitants,

development of  local markets and buying up facilities,

development of information technology network,

establishment of tele-houses and tele-mailing facilities, consulting systems,

The ex-ante evaluation does not include any analysis or offer an opinion on the relevance of above-mentioned needs. It states that the financial allocation among the different rural development measures was properly set in the SAPARD Plan. 

However in May 2003, the SMB approved a reallocation of resources, which increased the available amount for this measure by 16 861 340 Euro. The source of reallocation was not the money available for the other two accredited measures, but for the non-accredited ones. 

49,54% of the total number of accepted application concern the measure “Development and improvement of rural infrastructure”, which communicates the very high interest and needs of rural population.



	
	Very considerable number of application aimed at renovation or construction of agricultural roads (120). This can be caused by the fact that previously there was very limited support available for such development. Entrepreneurs had no such opportunities.

Amongst the sub-measures the least number of applications were submitted and approved (12) for wastewater treatment facilities using alternative technologies. This may be attributed to the fact that the laws giving legal standing to such system have only recently been formulated.

There is a very low awareness of such technologies in Hungary, the lengthy and difficult authorisation procedure. Also there has been strong lobbying representing the standard wastewater treatment systems with their inherent high cost. Other possible reason of not receiving high number of applications is that the cost of elaborating the necessary documentation is very high and must be pre-financed by the applicant. The typical applicants for this type of project are municipalities that are short of financial resources and cannot take the risk of pre-financing the expensive architectural engineering. However the successor of the SAPARD Programme, the Agricultural and Rural Development Operational Programme (hereafter OPARD) does not include this sub-measure. The reason being was to avoid overlapping with the development objectives of the Regional Operational Programme (ROP). Meanwhile this objective was excluded from the ROP as well since the scope of the programme had to be lessened and concentrated.




The financial commitment regarding the sub-measures and the measure as a whole is the following:

	Region
	Measure/sub-measure/sector
	Number of approved applications
	EU support

(HUF)
	National support (HUF)
	Total eligible costs

(HUF)

	CTd
	Agricultural road
	7
	162 378 422,50
	54 126 141,50
	288 674 419,00

	CH
	Agricultural road
	2
	17 442 000,00
	5 814 000,00
	31 008 338,00

	NH
	Agricultural road
	22
	447 290 705,25
	149 096 901,75
	798 884 559,00

	NGp
	Agricultural road
	24
	506 565 537,75
	168 855 179,25
	931 560 957,00

	SGp
	Agricultural road
	22
	417 730 155,00
	139 243 384,00
	764 075 468,00

	STd
	Agricultural road
	21
	337 296 411,25
	112 432 003,75
	617 231 775,00

	WTd
	Agricultural road
	22
	460 688 162,50
	190 112 720,50
	875 607 243,00

	 
	Total agricultural road
	120
	2 349 391 394,25
	819 680 330,75
	4 307 042 759,00

	CTd
	Energy supply
	6
	32 271 672,00
	10 757 225,00
	67 436 229,00

	CH
	Energy supply
	3
	20 273 750,00
	5 975 250,00
	34 754 286,00

	NH
	Energy supply
	13
	179 515 017,00
	59 838 339,00
	354 320 474,00

	NGp
	Energy supply
	7
	57 735 881,00
	19 245 294,00
	102 641 900,00

	SGp
	Energy supply
	7
	110 333 037,00
	36 777 679,00
	230 635 416,00

	STd
	Energy supply
	6
	69 770 403,75
	23 256 801,25
	177 036 942,00

	WTd
	Energy supply
	10
	98 620 711,50
	32 873 570,50
	176 820 246,00

	 
	Total energy supply
	52
	568 520 472,25
	188 724 158,75
	1 143 645 493,00

	CTd
	Waste water
	1
	44 415 000,00
	14 805 000,00
	78 961 000,00

	NH
	Waste water
	5
	161 565 000,00
	53 855 000,00
	287 259 500,00

	STd
	Waste water
	5
	178 692 750,00
	59 564 250,00
	317 677 000,00

	WTd
	Waste water
	1
	40 740 000,00
	13 580 000,00
	72 427 000,00

	 
	Total waste water
	12
	425 412 750,00
	141 804 250,00
	756 324 500,00

	CTd
	IT development
	4
	9 369 656,25
	3 123 218,75
	21 793 750,00

	CH
	IT development
	1
	1 389 094,00
	463 031,00
	2 469 500,00

	NH
	IT development
	15
	44 653 964,00
	14 884 656,00
	79 598 820,00

	NGp
	IT development
	7
	26 726 812,50
	8 908 937,50
	47 540 000,00

	SGp
	IT development
	13
	41 256 436,25
	13 752 143,75
	73 371 773,00

	STd
	IT development
	6
	17 161 125,00
	5 720 375,00
	31 463 000,00

	WTd
	IT development
	7
	21 377 743,50
	7 125 914,50
	38 418 176,00

	 
	Total IT development
	53
	161 934 831,50
	53 978 276,50
	294 655 019,00

	CH
	Local market 
	2
	8 218 500,00
	2 739 500,00
	21 917 000,00

	NH
	Local market 
	3
	11 275 500,00
	3 758 500,00
	30 069 000,00

	NGp
	Local market 
	7
	27 062 988,00
	9 020 996,00
	81 395 752,00

	SGp
	Local market 
	7
	25 678 884,00
	8 559 628,00
	69 495 025,00

	STd
	Local market 
	2
	8 955 000,00
	2 985 000,00
	23 880 000,00

	WTd
	Local market 
	1
	2 318 039,00
	772 680,00
	6 181 437,00

	 
	Total market
	22
	83 508 911,00
	27 836 304,00
	232 938 214,00

	
	TOTAL
	259
	3 588 768 359,00
	1 232 023 320,00
	6 734 605 985,00


	Question
	A.XII:2. To what extent have the supported investments contributed to improve the competitiveness of the rural areas?

	

	Criteria
	A.XII.2-1. The investments supported have improved the access of holdings /businesses to potential markets

	Indicators

	A.XII.1-1.1.: Average reduction of transportation time to/from beneficiary areas from/to nearest capital regional cities (%) 


	This indicator is not relevant since renovation and construction of public roads is not eligible under SAPARD. Only  roads serving agricultural purposes may benefit. 

However neither the SAPARD Plan nor the call for proposal contains objective information as to what constitutes an agricultural road. This information would help the potential Applicant to decide whether his/her project idea is eligible under the measure. The exact definition would have reduced the number of rejected applications and the administrative workload of the staff of the Regional SAPARD Office (hereinafter RSO) dealing with project selection.

	Criteria
	A.XII.2-2. Better supply of energy for economic activities

	Indicators

	A.XII.2-2.1.: Share of rural holdings/businesses having improved access to energy supplies thanks to assistance (%)


	This indicator was modified to the following:

Number of rural holdings/businesses having improved access to energy supplies thanks to assistance

Rationale of modification: The exact statistical data on the total number of rural holdings/businesses was not available for the evaluators.

Altogether 52 applications were approved from the 7 regions of Hungary aimed at development of energy supply. Assuming that one project equates to one supported enterprise the number of approved applications shows that this sub-measure is very much in line with the indicator estimated for six years in the SAPARD Plan (190 businesses). 

According to the sample, the 14 examined approved applications have positive impact on 69 settlements and 80 031 persons. 204 rural businesses are benefiting from the developments. 

Multiplying the number of affected companies by the ratio of the approved applications the total number of positively affected companies is 772. This result is very low concerning the estimated total number of rural enterprises. It is due to the  low amount of available resources at programme and measure level as well as the very low rate of committed support.




	Question
	A.XII.3. To what extent have the supported investments contributed to improve the quality of life of the beneficiary rural population?

	

	Criteria
	A.XII.3-1. Remoteness alleviated

	Indicators

	A.XII.3-1.1.: Transport/journeys facilitated or avoided due to assisted actions (description and kilometres and/or hours avoided per year) 


	This indicator is not relevant to the Programme since renovation and construction of public roads is not eligible under SAPARD. Only roads serving agricultural purposes can be funded. The purpose of construction agricultural roads is in most cases not decrease remoteness, but to improve accessibility of agricultural areas and facilities, reducing transportation costs an product loss and time. 

There is no indicator on the transportation distance and time saved by the development in either the project files, nor in the SAPARD Plan. 

The applicants questionnaire did not include question concerning this subject, since answering such question is not possible during an interview. It requires detailed calculations.



	Criteria
	A.XII.3-2. Housing and sanitary conditions improved due to the assistance

	Indicators

	A.XII.3-2.1.: Share of population having access to improved electricity/sewage/drinking water/waste disposal services thanks to assistance (%)
	This indicator was modified to the following:

Number of settlements/enterprises/population affected by improved sewage services thanks to assistance (%)

Rationale of modification: 

Development of drinking water and waste disposal services are not eligible activities under this measure,

There is no detailed data in the project files on the type of energy resource the development contains,

The impact of the development of waste water treatment facilities on the total rural population is very low caused by the low number of submitted and approved applications for this sub-measure. The number of affected settlement, enterprises and population is included in the project files.

According to the sample, of the four examined approved applications there were only two, which provided the necessary data. These two developments have positive impact on two settlements and 1 151 persons. Five rural enterprises are benefiting from the investments. 

Multiplying the number of affected people by the ratio of the approved applications the total number of positively affected population is 6 906 and enterprises are 30. This result is very low concerning the total size of rural population living and businesses operating in settlements under 2 000 inhabitants having no wastewater treatment facilities.

The target area of this sub-measure contains about 1 600 settlement under 2000 inhabitant unit. Only about 0,7% of these settlements are involved in development thanks to SAPARD assistance.

The relevant indicator of the SAPARD Plan targeted 80 small settlements to be supplied with wastewater treatment systems thanks to the assistance. The 12 approved applications are in line with the expected result. 



	Criteria
	A.XII.3-3. Waste treatment improved thanks to assistance

	Indicators

	A.XII.3-3.1.: Share of solid/water waste treated thanks to assistance (%)


	This indicator was modified to the following:

Quantity of treated wastewater thanks to the assistance (m3)

Rationale of modification: 

Solid waste treatment development is not eligible under SAPARD

There is no data available on the untreated waste water disposed of by settlements under 2 000 inhabitants

It was intended to collect data on the increase in wastewater treatment capacities resulting from SAPARD assistance. Of four applications examined two did not fill in the necessary data (capacity before and after the development). In the case of the other two applications, there is no increase in capacity but technological development of existing capacity was carried out. 

	Additional Indicators

	Number of rural settlements/enterprises/population benefiting from development of agricultural roads


	There was a very high rate (46%) of approved application under this measure aimed at development of agricultural roads. The number of approved projects is very high in comparison to other measures. It shows the major need for such developments in rural areas. 

Out of 120 approved applications we examined 33. These  developments had a  identified positive effect on 1 032 rural businesses. 

Multiplying the number of affected rural businesses by the ratio of the approved and the examined applications the total number of positively affected enterprises is 3 753.



	Total length of developed agricultural roads thanks to assistance (km)


	The 33 applications examined will account for 52,82 km of newly built road. Multiplying the length of road by the ratio of the approved and the examined applications the total length of road is 192 km. The indicator planned in the SAPARD Plan is 230 km for the six years. At the time the decision was taken on the indicators the planners did not foresee the merit of this sub-measure. In year 2000 the Rural Development Support scheme was launched the same sub-measure. The high number of applications submitted demonstrated that there is a strong need for such kind of development, so result for the sub-measure will be higher than expected. By that time the Commission had already approved the SAPARD Plan, so there was no chance too adjust the indicator to the real need.  



	Number and share of rural settlement benefiting from development of local markets and buying-up facilities


	Out of 3026 22 rural settlements are benefiting from development of local markets. The share of settlements involved is very low, 7,3%.

The relevant indicator in the SAPARD Plan appropriates 260 newly built or reconstructed local markets and/or buying up facilities for six years, meaning annually 43 applications. It is double as high as the approved applications within this sub-measure. 

For the very same measure in the frame of the national rural development target programme in 2001-2002 64 application was approved, which is somewhat higher than that of the SAPARD.

The 8 examined applications state that these investments will positively affect 160 rural businesses and about 6 500 inhabitant.  The estimated number of positively affected businesses and population is 440 and 17 875.



	Number of created new market stands thanks to assistance (pcs) and the area of established market place and buying-up facilities (m2)


	The 8 examined applications state that these investments will create 81 new market stands covering the area of 2226 m2. The estimated total number of new market stands is 222,75 and the total area renovated is 6 125,6 m2.

	Number of rural businesses/population benefiting from IT development
	The number of application approved regarding IT development is relatively high (53). IT development by it’s nature can affect high number of businesses and population. This comes out from the 13 examined applications as well. The number of affected businesses is 7 321. The estimated number of affected businesses by the total number of IT investments is considerably high, 29 847. The number of affected population by the sample is 112 052. The estimated total number of positively affected population is also high, 456 827. 

The SAPARD Plan indicates 520 newly constructed IT centres (tele-houses, databanks etc) for six years. Assuming that one application equals to one IT centre the number of approved application is behind the expectations. 

By checking the result of the very same sub-measure of the national rural development target programme it can be stated that the number of applications approved by SAPARD is similar to that of the domestic scheme (115 in years 2001-2002. The monitoring indicator set in the SAPARD Plan slightly exceeds the needs and capacity to carry out such development.




2.4. Measure XV: Technical assistance for the measures covered by SAPARD

	Question
	A.XV.1. To what extent have the technical assistance measures facilitated the implementation of the programme action?

	According to the questionnaire, more than 90% of the interviewed applicants answered that the access to information on SAPARD was ranged from quite good to excellent (Questionnaire, question No. 5.). 55,5% of the interviewed applicants stated that the information provided by SAPARD Agency for completing the application was very helpful. Only 5,5% of them had pronounced negative opinion (Questionnaire, question No. 8.). The opinion on the information provided in the application guidelines to complete the business plan was reasonable for most of the applicants (Questionnaire, question No. 10.).



	Criteria
	A.X.V.1-1. Beneficiaries assisted in the preparation/implementation of projects

	Indicators

	A.X.V.1-1.1 Share of beneficiaries from other measures having received technical assistance (%)
	More than 50% of the interviewed applicant attended a training or forum providing information about the possibilities of SAPARD (Questionnaire, question No. 12.). However there were opinions resulted from the focus group discussions that detailed information on the application conditions became available too late (tight deadline for submitting application).

	a) Of which for each of the measure (%)
	No information available

	b) Of which women (%)
	No information available

	Criteria
	A.XV.1-2. National/regional authorities assisted in the setting up and management of the programme

	Indicators

	A.XV.1-2.1. Number of officials/authorities having participated in assisted actions (training, technical support, information activities..)
	The measure was carried out by the staff of the Structural Fund Preparation Division, latter on the Structural Fund Department of the Managing Authority and the central and regional offices of the SAPARD Agency.

	a) Of which at local level (%)
	The officials of the Regional SAPARD Offices were invited to different forums and events organised by rural development micro-regional managers, local government and different other kind of local level organisations for providing information. According to the result of the focus group discussions the regional offices were at the disposal of such organisations. 

	b) Of which at regional level (where relevant) (%)
	There is no separate position at regional level responsible exclusively for PR, partnership, communication and training. The interviewees at regional level articulated the need for such position. Number of officials involved in providing information is approximately 4-5 people per RSO, out of the total number of staff (about 25), which is about 20%.

	c) Of which at national level (%)
	At national level the Central SAPARD Agency and the Structural Fund Preparation Division, latter on the Structural Fund Department of the Managing Authority took part of the implementation of the TA. 

6-7 people out of the total size of labour force of the CSA took part in the implementation of the measure. 

From the total number of staff of the SF Department (19) department of MA about 6 people (about 30%) were involved in providing information on the SAPARD Programme. 


3. Cross-cutting evaluation questions

3.1. Concerning the objective: To contribute to the implementation of the Acquis Communautaire concerning the common agricultural policy

	Question
	B.I.1. To what extent has the programme been conductive to adjust the agricultural sector and the rural economy to Community standards and to prepare them for the implementation of the acquis communautaire?

	The SAPARD program, as the forerunner of the Structural Funds, has called the attention to several important tasks. It was not only the unknown application process, but the EU’s harmonised system of operation, monitoring and financing was also new for the Hungarian applicants. The main tasks of SAPARD program included primarily the adoption of these, the changing of the application habits of the entrepreneurs, and promoting the EU’s harmonised methods. Furthermore, the program called the attention to several factors that should be developed, but which were put into the background earlier in the national support policy. Such factor is for example the improvement of the condition of the environment, food quality and consumer protection, the tasks of animal health and animal welfare, working safety and the hygiene. Taking all this into account, SAPARD has brought significant changes in the acquaintance of the Community standards by the agricultural sector and by the rural population.

	Criteria
	B.I.1-1. Beneficiary sectors are more adapted to EU standards (as regards environment protection)

	Indicators

	B.I.1-1.1.a. Share of holdings/processing plants/enterprises in the agricultural/fishing sector or rural areas applying EU environmental standards on a regular basis (%).
	According to the interviews with the applicants, data show that about 50% of the agricultural enterprises apply partly or totally the EU’s environmental standards.

	c) Of which assisted holdings/processing plants/enterprises (%)
	7% of the enterprises carrying out investments related to the EU environmental standards is planning environmental investment with the help of SAPARD assistance. 16,25% of the applicant enterprises is planning further environmental investments.

	Criteria
	B.I.1-1. Beneficiary sectors are more adapted to EU standards (as regards human food quality and consumer protection)

	Indicators

	B.I.1-1.1.b. Share of agricultural/fishing production complying with EU standards for human food quality and consumer protection (%).
	According to the sample applied we can state that about 50% of the agricultural enterprises apply partly or totally the EU’s food safety and consumer protection standards.

	d) Of which coming from assisted holdings/processing plants/enterprises (%)
	12% of the enterprises carrying out investments related to the EU environmental standards is planning food quality and consumer protection investment with the help of SAPARD assistance.

	Criteria
	B.I.1-1. Beneficiary sectors are more adapted to EU standards (as regards animal health and welfare)

	Indicators

	B.I.1-1.1.c. Share of holdings/processing plants/enterprises in the agricultural/fishing sector or rural areas complying with EU standards for animal health and welfare (%).
	By developing several legal regulations, today almost 60% of the agricultural enterprises meet the EU’s animal health and welfare standards.

	a) Of which assisted holdings/processing plants/enterprises (%)
	According to the interviews with the applicants, 7% of the enterprises carrying out investments related to the EU environmental standards is planning animal health and welfare investment with the help of SAPARD assistance. 6,25% of the applicant enterprises is planning further investments on animal health and welfare.

	Criteria
	B.I.1-1. Beneficiary sectors are more adapted to EU standards (as regards safety and hygiene conditions at the workplace)

	Indicators

	B.I.1-1.1.d. Share of holdings/processing plants/enterprises complying with EU standards in the field of safety and hygiene conditions at the workplace (%).
	More than 60% of the Hungarian agricultural and food industry enterprises meet the EU’s safety and hygiene conditions at the workplace due to the adaptation to the EU’s market conditions and the quality assurance systems of foreign companies operating in Hungary. The safety and hygiene conditions at the workplace have improved in 34,55% of the applicant enterprises.

	a) Of which assisted holdings/processing plants/enterprises (%)
	There were not any applications of this kind, so their share cannot be measured on the basis of the examination results.

	Criteria
	B.I.1-1. Beneficiary sectors are more adapted to EU standards (as regards fishing standards and regulations)

	Indicators

	B.I.1-1.1.e. Change in share of fishing enterprises complying with EU fishing standards and regulations (%).
	Only a few enterprises deal with the production and processing of fishing products in Hungary, and they were not suitable for evaluation within SAPARD.

	a) Of which assisted holdings/processing plants/enterprises (%)
	Their share cannot be measured on the basis of the examination results.

	Criteria
	B.I.1-2. Incerased awareness of private actors

	Indicators

	B.I.1-2.1. Share of rural population (households, holdings, farmers...) directly or indirectly reached by information or awareness raising campaigns funded by the programme (%)
	Since its start, SAPARD program has been spreading information to the population through several events. The programming process and the related training have reached 50% of the population in the 200 micro-regions. Based on the investigations we can state that 70% of the applicants have had information about SAPARD training programs, and more than 50% of those people have taken part in these programs (Q. 12 and 13).

	a) Of which on issues linked to accession (%)
	Their share cannot be measured on the basis of the results of the examination, since the trainings of SAPARD program were in connection with the accession programs in several cases.

	Conclusion

	The environmental investments of agricultural businesses far lag behind that of the other sectors’. In the past few years only 1,5-3% of the total environmental investments was carried out in the agriculture. The annual amount of it hardly exceeds 1 billion HUF. In order to meet the EU’s regulations on fodder and human food safety, the Hungarian agricultural producers should provide the technical and technological conditions for transparency. Though the necessary investigations impose a great financial load on the farmers, but at the same time without these conditions the marketability of products and food cannot be assured. The SAPARD programme generated development programming through MR programming system in each micro region of the country. The regional SAPARD agencies have continuous training on the application process in order to understand the procedures better. Apart from this, there have been training in all over the country on the Structural Funds in the past 5 years. Taking all this into account, we cannot define an exact percentage, but according to estimations at least  50% percent of the rural population had the opportunity to get informed. Beside the training, the information in the media has extended their number. All in all it was found out that the SAPARD measures could begin the take over of the CAP objectives, but because of the lack of time there are some areas where further improvements are needed. It is also difficult to show the improvements with numbers because of the preparedness status of the program. Such types of impacts can only be examined after the realisation of the investments.


	Question
	B.I.2. To what extent has the programme contributed to establish and improve the implementation of CAP objectives and procedures at the administrations’ level?

	Apart from the restructuring of the Hungarian agriculture and the development of quality production, the main objective of the programme was the adaptation of the EU’s institutional system, legislation and the application procedures. The EU’s support system is quite different from the Hungarian one, which was the source of several problems in the initial phase. By the end of the examined period, these two systems were harmonised and now they operate parallel, almost in the same way. Since the majority of the applicants are in the contract signing phase in the Hungarian SAPARD system, the effects of the realisation of the objectives cannot be measured yet, but we have managed to adopt the method of allocation of the EU supports quite well. SAPARD has created a well-operating system by now, which provides an appropriate basis for receiving the supports from the Structural Funds.



	Criteria
	B.I.2-1. New legislation in the fields of action of the programme integrates CAP objectives and principles 

	Indicators



	B.I.2-1.1. New legislation developed during the implementation in the field of rural development integrating CAP objectives and principles (description and links to RDP). 
	In the co-ordination of SAPARD, the development plans have been developed at the level of micro-regions, counties, regions and at the national level, which had measured the priorities of rural development in a uniform system of factors. The SAPARD Plan of Hungary formed the basis and the background for the National Development Plan, which was made after the beginning of the programme, within it for the Operational Program for Agricultural and Rural Development (ARDOP). These plans have taken over the objectives and principles of CAP from the basics. Apart from this, SAPARD had influence on the introduction and amendment of several legal decisions, decrees, regulations and acts in Hungary, like acts on the system of the national supports (215/2001. (XI. 17.), on the registration and data providing of agricultural farmers (236/1998. (XII. 30.), on the EU conform amendment of the national system of subsidies (2134/1999. (VI. 11.), on animal welfare and protection (XXVIII/1998.), on environment protection (LIII/1996), on soil and plant protection (50/2001. (VII.20.).

	Criteria
	B.I.2-2. Administration acquainted with EU standards, rules and procedures

	Indicators

	B.I.2-2.1. Share of officials working in the field of rural development acquainted with EU standards, rules and procedures (%)
	Their share cannot be measured on the basis of the results of the examination., but it can be clearly seen that further increase of the number of officials is needed. According to estimations about 1000 new jobs were created due to SAPARD and other EU programs. 

	Conclusion

	SAPARD program has started the EU compatible methodology of planning at a national level. The plans made on the basis of a uniform system of respects could form a basis for several other national plans thus helping the adoption of the EU regulations on regional planning. During the accreditation of SAPARD the central SAPARD unit and the regional centers have been created. This process has created a new institutional system, creating several jobs at regional level. This institutional system has gone through several changes since 1st July 2003. By joining the Intervention Center to the system, a new institution has appeared: The Office for Agricultural and Rural Development. Beside the expansion of officials working in rural development at the central organisations, several consultancy firms have been created. All this clearly show that SAPARD programme has had significant impact on those who work in this field.


3.2. Concerning the objective: To solve priority and specific problems for the sustainable adaptation of the agricultural sector and rural areas in the applicant countries

	Question
	B.II.1. To what extent has the programme helped stabilising the rural population?

	In order to judge the possible impact of the SAPARD Programme a key indicator has to be established.  The total amount of SAPARD aid (38M EUR/year) compared to the number of rural population gives a 10 EUR/capita support rate every year. Even if the entire amount of SAPARD were spent accurately, the contribution and impact of the programme on the stabilisation of rural population, the creation of new employment opportunities, improvement the living conditions and the environmental situation on the countryside would be modest.

The SAPARD programme due to the established criteria could not provide any chance to significant part of the agricultural holders who are semi-market and/or semi-subsistence or part-time producers. The evaluators refer to the approximately 300 thousand producers who produce for the market beyond their own consumption.  During the preparation of SAPARD programme the interest of these producers were slightly considered. Based on the conditions of economic viability these rural stakeholders were excluded because of the evaluation criteria was set in favour of larger, economically stronger producers, private or corporate farming and also because of the costly application procedures.

In the SAPARD programme not enough attention has been paid to the age structure of Hungarian farms. Being young farmer as an applicant meant to have extra 5 bonus scores in the evaluation system but otherwise no other attention have been devoted to them. The argument that Hungary is already started a young farmer scheme is not relevant due to the very low rate of applications of young farmers both in SAPARD and the national young farmers scheme. 

There was not any special attention to the horizontal principle of equal opportunities in the SAPARD programme.  Based on the 2000 Agricultural Census in Hungary every 4th holder is woman from the 959 thousand holders. 8% of the holders produce exclusively for market purposes. Among the women holders 6% produce exclusively for market purposes. The SAPAPRD has not payed attention to special needs and conditions of female farmers.

Based on the figures of the 10% sample of the approved applications the proportion of young employees and women are higher in the sample than the described national figures. (Q27) 

The main migration trends in the country changed during the nineties and reasons behind them are complex and diverse. Depopulation of small villages has been a long trend and it continues. The smaller the settlements the older of their population structure and no hope to reverse the demographic erosion. In certain sub-regions signs of getting appeared due to high level of unemployment and poverty.   Urban families try to find easier living in villages partly because of cheaper housing and living costs.  Poverty is much higher in the countryside then in urban areas. 

Almost half of the unemployed people come from the countryside. Considering these hard facts SAPARD aid is important but would not result significant changes on the countryside. 



	Criteria
	B.II.1-1. Age profile of population benefiting from the assistance contributes towards maintaining /promoting a balanced population structure 

	Indicators

	B.II.1-1.1. Share of persons working on beneficiary farms/forest holdings and aged: 

Less than 30 years %

30-39

40-60

more than 60
	Based on the 10 % sample the average ration of employees under 30 years is 30%, between 30 and 40 years is 32%, and between 40 and 60 years is 36% and over 60 years is 2%.  

(Question. 27).



	Criteria
	B.II.1-2. Gender profile of population benefiting from assistance contributes towards maintaining/promoting a balanced population structure.)

	Indicators

	B.II.1-2.1. Ratio of female to male persons benefiting from the assistance.
	Based on the 10 % sample from the approved applications the ration of men and women employees is 55 to 45%. The proportion of women employees by this sample is much higher then in the corporate agriculture and also in private holdings. It is due to the implemented food processing measure.

On national level, from 1997 to 2000, there was a loss of 12.5% of the jobs in the agricultural sector (36,000 persons) which reduced the share of agricultural employment to 6.5%. On national level in 2000, the number of women employed in agriculture decreased by more than 50% as compared to the same figure at the beginning of the 1990’s. This sector provided fewer employment opportunities for women than men, the share of women employed in agriculture further decreased. In 2000, the 3.6% of employed women worked in agriculture. This rate was 7.7% in 1992. The recent percentage of women employed in agriculture is, however, similar to that of the EU member states.

	B.II.1-2.2. Share of assisted projects developed by women
	In the 25% sample (146 applications) altogether 7 projects (5%) was submitted by women. 




	Question
	B.II.2. To what extent has the programme been conducive to creating /maintaining employment opportunities in the rural areas? 

	

	Criteria
	B.II.2-1. Employment is created or maintained, directly or indirectly by the programme in enterprises ( other than holding and fishing enterprises) in rural areas or in branches connected with agriculture

	Indicators

	B.II.2-1.1. Employment maintained/ created in directly, indirectly benefiting enterprises (other than holdings and fishing enterprises ( FTE) 

a. of which are women %

b. of which young people ( under age of 30) %

c. of which concerning the pluriactivity  of part-time farmers %

d. of which indirectly as a result of supplier and income multiplier effects  


	In the implemented three measures there was no special emphasis on creating new workplaces. Rather the modernisation of technology and improving competitiveness is in conflict with the criteria of maintaining jobs in general. Based on the 25 % sample the total increase of employees of the beneficiaries is 1010 (calculated by the number of  employees before investment and 5 years after the investment). Measure I. on the investments of agricultural holdings would create 99 average employee number, while food industry would create 884 and the infrastructure development 42  average number of employee. The actual growth of full time employment shows a similar picture. The forerunner in this respect is the food industry with 854 created full time employment. Infrastructure has modest impact on full time employment (54). 

From the sample we can estimate that the three measures would create roughly 3 600 employment.

No data

no data

no data 

no data


	Question


	BII.3. To what extent has the programme been conducive to improving the standard of living of beneficiary population

  

	Criteria
	B.II.3-1. Income of assisted rural population maintained or improved directly or indirectly by the programme

	Indicators

	B.II.3-1.1. Ratio of average variation of income directly or indirectly assisted population to average variation of income to the overall population. 
	No data available to calculate this indicator.

Based on the 25% sample it is estimated a 124% increase in gross income at the beneficiaries in 5 years period. The highest rate appears at measure I., almost 192% increase, 81% increase at the food industry and 48 % at those applicants who applied for support in infrastructure.

The national records of the disparity of incomes between 1990 and 1999 show that the average gross wages in agriculture were 20-30 % lower than that of the averages of the industry and other branches of economy in this decade. The differences grew strikingly, resulting in a more and more unfavourable situation for agriculture.

The income of women in agriculture (as a result of gradual decrease) is 28 to 32% lower than either the wages in other industrial sectors or women’s average wages nation-wide. Consequently, women in agriculture are in a disadvantageous position due to both the status of the agriculture and their sex. 



	Criteria
	B.II.3-2. Access of rural population to services improved directly or indirectly by the programme

	Indicators

	B.II.3.-2.1.  Share of rural population having access to services before and after the programme %

a. of which assisted directly or indirectly by the programme (%)

b. of which basic services (water supply, sewage, electricity)

c. of which telephone and telecommunications services %

d. of which cultural/social services %    


	Multiplying the number of affected companies by the ratio of the approved and the examined applications the total number of positively affected companies is 772. This result is very low concerning the estimated total number of rural enterprises. It is caused by the low amount of available resources on programme and measure level as well as the very low rate of committed support.

Sewage
Multiplying the number of affected people by the ratio of the approved and the examined applications the total number of positively affected population is 6 906 and the number of enterprises are 30. This result is very low concerning the total size of rural population living and businesses operating in settlements under 2 000 inhabitants having no wastewater treatment facilities.

Road 
Multiplying the length of road by the ratio of the approved and the examined applications the total length of road is 192 km. The output indicator planned in the SAPARD Plan is 230 km for the six years. The planners did not foresee at the time of elaboration of the indicators the burden need of this sub-measure. In 2000 the Rural Development Support scheme was launched with the same sub-measure. The high number of submitted applications showed that there is a strong need for such kind of development. 

IT
IT development by it’s nature can affect high number of businesses and population. The estimated number of affected businesses by the total number of IT investments is considerably high, 29 847. The number of affected population by the sample is 112 052. The estimated number of positively affected population is also high, 456 827. 

Marketplace
The estimated number of positively affected businesses and population is 440 and 17 875.

Phone not eligible

cult/social services not eligible


	Question
	B.II.4. To what extent have the assisted measures contributed to diversify the rural economy and improve the market situation of the rural areas

	This objective was seriously distorted by excluding the measure “Development and diversification of economic activities, providing multiple activities and alternative income” from the ones implemented. 

	Criteria
	B.II.3-2.Access of rural population to services improved directly or indirectly by the programme

	Indicators

	B.II.4-1.1. Number of directly or indirectly assisted new economic activities in beneficiary areas
B.II.4-1.2. Evidence of improved dynamism in beneficiary areas ( Description)
	Based on the 10% sample 16% of the applications reported that they have been established in their present enterprise within 5 years. ( Q.1.).

From the gained qualitative information it can be mentioned that the implementation of SAPARD was not very friendly to new or newly established enterprises especially to those which did not have a balance sheet yet. These new enterprises were under double scrutiny during the evaluation procedures.   

Based on qualitative information from the interviews improved dynamism is foreseen in those small settlements where the infrastructure development raises attractiveness to enterprises and provide better road access and market infrastructure for local producers.   



	Criteria
	B.II.4-2. Productivity has been improved and/or costs reduced in key production chains thanks to the programme 

	Indicators

	B.II.4-2.1. Added value in key benefiting production chains before and after assistance 
	The growth of added value in five years average is 21% for the food processing companies with relevant differences among the sectors. The increase of the added value in the wine sector will be 52%, and in the other sectors will be 9 to 17 %.  This estimate is based on the figures from the 25% sample.  However this data is calculated on an enterprise level.




	Question
	B.II.5. To what extent have the assisted measures contributed to protect the environment of the rural areas?

	Since the relevant measures are not implemented, the current measures do not have significant impact on the protection of the environment.

	Criteria
	B.II.5-1. Protection of environment in rural areas has improved 

	Indicators

	B.II.5-1.1. Share of rural territory directly or indirectly protected thanks to assistance (%). 
	Not relevant 

	Criteria
	B.II.5-2. Waste management has improved 

	Indicators

	B.II.5-2.1. Volume of waste collected/treated thanks to assistance ( m3)

of which treatment of water %

of which treatment of solid waste
	The SAPARD Plan targeted 80 small settlements to be supplied with alternative, environmental friendly wastewater systems. 12 approved applications are in line with the expectations.

Based on the two projects in the sample there was no increase in the capacity but technological development of the existing capacity. 

The question to solid waste is no relevant at this stage of the programme.



	Criteria
	B.II.5-3. Awareness of environmental issues has increased amongst the population 

	Indicators

	B.II.5-3.1. Share of rural population involved in any assisted actions related to environmental protection of any kind (%, environmental training, pilot activities, information campaigns)


	During the information campaign on SAPARD programme the participants often asked questions concerning the EU requirements of environmental protection, hygienic standards, animal welfare regulations from experts of SAPARD Offices. 

Although the agri-environmental measures have not been launched, the preparation for those measures also contributed to the increase of the environmental awareness on the countryside. 

The evaluators have not learned about any targeted campaign for environmental protection involving rural population into it. 




	Conclusions

	During the first phase of the implementation of the SAPARD programme the acquired figures and qualitative information show that the selected and accredited measures would contribute mainly to solve the problems and support the adaptation of a rather thin edge of the agricultural and food industry sector.  The SAPARD Plan in Hungary as it was formulated and prioritised and as the measures were selected for accreditation and implementation favours the larger scale operators. Leaving out small scale and par-time agriculture from the SAPARD could mean that the attention was focused primarily to the production aspects and not to the empowerment of people. 

Although the Plan has described detailed analysis on the situation of rural areas and designated measures to solve those problems, the measures aiming at those problems have a lot less weight in the implementation. Not to tackle rural problems could result on a long run that those problems could hinder the positive results and impacts of other successfully implemented measures and even threaten the social and economic development of the country.

To have realistic approach it should be considered the relatively low 10 EUR/ capita support rate every year.

In the SAPARD programme not enough attention has been paid to the age structure of Hungarian agricultural producers and also to gender issues. The SAPARD can be stated as a gender blind programme, the needs and conditions of female farmers were not considered in the programme  and there was no specific guideline to refer the equal opportunities principle.

Considering the facts of the countryside like unemployment, poverty, lack of services and infrastructure, lack of workplaces, SAPARD aid would not make significant changes in solving these problems.

The contribution of the SAPARD programme to protect the environment is high only within the territory of the implemented investments. During the application process the applicants had to have very detailed impact studies concerning of the planned investment attached to their proposal. Investments making significant impact on the environment have been scrutinised by the Regional Environmental Authority. In general low impact can be forecasted because of the low amount of the SAPARD aid compared to the magnitude of the problem.




3.3. Concerning the conception and implementation of the programme
	Question
	B.III.1. To what extent have the implementing arrangements contributed to maximising the intended effects of the programme?

	

	Criteria
	B.III.1-1. The assisted actions are concerted and complementary so as to produce synergy through their interaction on different aspects of rural development



	Indicators

	B.III.1-1.1. Frequency of groups/combinations of actions/projects, 

a) within measures (%)

b) between measures (%)


	According to the call for proposal one applicant is eligible to submit more than one application within and between the measures as well. There is a limitation that one application can only intent to one of the pretences. The same investment can be supported one time. 

According to the recently available information containing data on the first round of call for proposal, altogether 130 applicants (more than 13% of the total number) submitted more than one applications which is altogether 330 project files. There was one applicant submitted 7 applications, another one submitted 8, three applicants submitted 5, and two applicants submitted 4 ones. 

The evaluator did not have data available on the breakdown by measures and sub-measures. 

The reason for the high number of combination of projects can be that due to the system pretences the different parts of a complex investment fall under different schemes (pretences), which forces the project owner to apply more than one time. It is time and cost consuming regarding the applicant and it also raises the risk of failure regarding the implementation of the development, since it is not ensured at all that all the application belonging to one complex investment is going to be approved. At the same time it puts a lot greater unnecessary administration load on the officials processing the application.  

In the case of sub-measure ‘energy supply for rural enterprises’ the artificial segmentation of a complex investment is the most obtrusive. The range of eligible costs did not allow the applicants to carry out the investment as a whole. There are essential costs, which are not eligible (not listed in the call for proposal among not eligible costs). It causes a significant drop of the eligible rate of support since these costs have to be covered purely by the applicant. It affects negatively mostly the economically more fragile businesses.




	c) between SAPARD and other pre-accession funds (notably PHARE) (%)


	It was a general eligibility criterion that the development cannot be co-financed by any national or EU funds. This way the co-ordination of resource within a project was prohibited. 

	d) between SAPARD and other national support schemes


	SAPARD is a purely project based support scheme. In case of measures “Investment in agricultural holdings” and “Processing and marketing of agricultural products” there is no assessment criteria preferring integrated approach, complex or complementary developments.

However in the case of the measure “Investment in agricultural holdings” the scoring system includes an assessment criteria, which gives preference to projects “in line with Agri-Environmental Target Programmes” (10 score).  

Out of the examined 146 approved applications only 9 are taking part in an agri-environmental support scheme, out of which 4 applied for rural infrastructure (2 for construction of agricultural road, 1 for energy supply, 1 for IT development), 2 for processing (1 wine, 1 fruit and vegetable) and 3 for investment in agricultural holding (2 crop production and 1 beef cattle). On the programme level the combination of SAPARD schemes with Agri-Environment Target Programme concerns about 30 applicants.

The limited financial and human resources available for Agri-environment target schemes can cause the above low ratio. The other reason could be that the National Agri-Environment Programme was only launched in 2002 (2.2 billion HUF 2 691 approved applications) so the awareness on the benefit of the programme and the number of farmers joined is quite low yet. 

The scoring table of “Development and improvement of rural infrastructure” contains a set of criteria (altogether 25-35 scores) giving preference to projects, which aiming at integrated use of resources serving common objectives of SAPARD or other support schemes as well as having a multiplication effect on the rural economy. There is no data available for the evaluator on the frequency of combination of actions regarding rural infrastructure.




	Criteria
	B.III.1-2a. The uptake within the programme (by holdings, enterprises, associations,…) involves those having the biggest need and/or potential for the adaptation of rural economies to the single market and the implementation of the acquis (adaptation to EU standards and procedures) in the area concerned by the programme, thanks to a combination of implementing arrangements such as eligibility criteria, premium differentiation and/or procedures/criteria for selection of projects as well as the absence of unnecessary delays and bureaucratic costs for these beneficiaries

	Indicators

	B.III.1-2.1 Main types of direct beneficiaries and operators (e.g., holdings, enterprises, associations, networks; processors/marketers; arable/pastoral; small/large…, including administrations and officials at all levels) involved in the programme (rank)


	Investment in
% of approved 
% of support 
Average

 Agricultural 
     applications                               project size
  Holdings

Co-operative
  7,3
12,2
75058430

Partnership
  6,5
  4,3
30749954

Limited Liability Comp.  40,7
51,8
61865541

Incorporated Comp.
13,8
17,5
59353951

Primary Producer
  4,1
  1,2
13184870

Family farmer
  4,1
19,0
23594683

Individual entrepreneur   23,6
11,0
22593030

Total
 100,0
 100,0
47665978

Processing and 
  % of approved 
  % of support 
  Average

   Marketing of 
  applications 
   project size

Agricultural and

Fisheries product
Co-operative
   5,5
    5,6
109081250

Partnership
    2,1
    0,5
  28142333

Limited Liability Comp.   47,9
  47,9
105600528

Incorporated Comp.
  34,2
  44,2
144830507

Individual entrepreneur
  10,3
    1,7
  17974405

Total
100,0
100,0
108631886

Development and    % of approved   % of support      Average

Improvement of        applications                             project size

Rural infrastructure
Co-operative
    4,4
   3,8
23193312

Local Government
  39,2
 44,2
30132789

Micro-regional Ass.
    0,4
   0,1
  8400000

Other NGOs
    2,6
   2,3
24349571

Partnership
    3,7
   3,4
25905980

Privately Owned Comp.
    0,4
   0,2
10474521

Public Beneficiary Comp.   0,7
   1,5
53490000

Limited Liability Comp.
  27,5
 26,2
32598084

Incorporated Comp.
    5,1
   6,8
34067930

Primary producer
    2,2
   1,1
12608115

Family farmer
    1,1
   1,1
25924526

Individual entrepreneur
  12,5
   8,3
18191527

Public Budgetary Org.
    0,4
    0,9
65132670

Total
100,0
100,0
28632834


	
	Investment in agricultural holdings

On the average Ltd-s’, Shareholding Companies’ and Co-operatives’ investments exceeds the average project size on measure level. These are generally large companies based mostly on solid financial bases. These companies take up about 62% of approved applicants and 81% of the total committed support. 

The smaller enterprises give about 38% of approved applications and at the same time only 19% of total committed funds. The average project size of these producers is way below the average.

Processing and marketing of agricultural and fisheries product

Only 12% of approved applications are coming from smaller businesses like individual enterprise or partnership. Their size of investment is very much below the average size on measure level. These investments take up only 3% of the total committed support. Larger companies like Ltd-s, Incorporated Companies and Co-operatives give 88% of all approved projects while using 97% of committed resources.

However 60,9% of applications are coming from SMEs taking up 47,6% of the total committed support, while large size companies submitted 39,1% of the total number of applications using 52,4% of the total committed support. 

Development and improvement of rural infrastructure

The type of beneficiaries is very much varied within this measure. Due to the type of eligible investments majority of applications (39%) were submitted by local municipalities. Ltd-s take also large part of the resources (26,2%). There are no significant differences among the average project sizes by type of beneficiaries except few cases where there were very few projects submitted which distorts the data.


	B.III.1-2.2 Description of actual premium differentiation arrangement according to the needs and characteristics of beneficiaries


	Investment in agricultural holdings

Eligibility criteria

The measure focused the eligible investments into the pig, poultry and cattle sector. In addition crop producers were eligible to apply as well but only the branches that supply the fodder needs of the animal breeding branches assisted in the SAPARD programme.

According to the result of the focus group discussions and the interviews this latter criterion caused certain confusion and disappointment among the crop producers. Due to the mixed type of farms it can not be proved that the purchased machinery is only used for supplying fodder needs of animal breeding and there was no exact criterion how much the purchased machinery should serve this purpose. In May 2003 deleting this criterion widened the scope of the measure and eased the evaluation and control procedure.

According to the interviews and the focus group discussions the eligibility criteria on economic viability proved to be too strict. It kept high number of potential applicants away from applying. This criterion strongly supported the economically solid enterprises. 

This criterion is eliminated by the May 2003, SAPARD Plan modifications.

The assessment of the business plan does not have differentiated criteria by type of beneficiaries, size or sector. 
The evaluation of the business plan included a combination of criteria, which caused the unnecessary rejection of some applications. There are criteria on income after taxes per person and income over revenue, which can be 0 or negative even in the case of financially viable businesses caused by a previous investment or natural damage. If one of the criteria scores 0 point than the other automatically scores 0 as well. It causes the unnecessary rejection of some projects. The modification of the assessment of the business plan is under process. The staff of the SAPARD Agency worked out a new combination of criteria, which tackles the problem described above. 

Scoring system

Size of enterprise

In case of “Investment in agricultural holdings” the original scoring system contained criteria that gave preference to smaller agricultural businesses generally characterised by less favourable financial conditions. 



	
	5 and 10 points were given to individual entrepreneurs and 5 and 15 points was given to businesses operating with less than 50 employees (purchase of machinery, development of buildings). After the modification of the SAPARD Plan the ranking system was changed. The new system does not discriminate positively the individual entrepreneurs and the preference of businesses smaller than 50 employees, it was reduced to 5 points in case of all sub-measures.

Age

15 points appreciate young farmers. This positive discrimination is aiming at improving the situation concerning ageing farmer society. However according to the 25% sample only 8,2% of the examined application stated that the business is managed by a young person.

Co-operation

The low level and the negative approach to co-operation in Hungarian agriculture are significantly weakening the market position of agricultural producers. 

The 10 points given to members of producer groups is aiming at inspiring farmers to join such co-operation. 

Geographical area

The scoring system is giving high preference (20 points in the case of purchase of machinery, 10 points in the case of development of buildings) to producers farming on a so-called Less Favoured Area (LFA). The designation of LFA is still an ongoing process within the frame of the National Rural Development Plan. In the case of SAPARD LFA equals to agricultural land value below 17 Golden Crown. These areas in most cases are not suitable for profitable and intensive crop production. This should be taken into account by differentiating the scores among the type of farming in such areas. 

According to the last modification of the programme in the case of animal husbandry high preference (20 points) is given to investments in the pork and poultry sectors aiming at improving the conditions of environment and animal welfare.

Since the resources available for investment in agricultural holdings are higher than the demand received so far, all the eligible application was approved so that the scoring system was not crucial in the selection. 

Upper limit of support and project size

The upper limit of the subsidy has been tripled from 50 to 150 million HUF while the upper limit of project size has been increased from 250 to 310 HUF. The reasoning behind the modification was that since the completion of the SAPARD 



	
	Plan the investments of the large size economically viable companies became characteristic. This and the EU requirements on meeting standards are resulted an increase in investment costs and the overall size of economically viable enterprises. However it rises the question what is the main aim of the support scheme? Providing support for the economically already viable enterprises, or for the ones needing external assistance to become economically viable. The modifications carried out in May 2003 serves the first aim by favouring larger size companies and helping the use the SAPARD assistance in faster way. 

Ratio of support

The conditions of rate of public contribution are set horizontally. No preference is made by type, size of beneficiaries or geographical area.

The original rate of support was in the case of purchasing machinery 30%, in case of building development and other investments 40%. Being aware of the financial difficulties of the majority of businesses in agriculture, the low public contribution caused the exclusion of high number of potential applicants, mostly dealing with problem of lacking financial resources. These agricultural producers were not able to provide the 60% own contribution. After May 2003, both ratios were increased by 10%, which widened the range of potential applicants in favour of the ones in weaker financial condition. 

Processing and marketing of agricultural and fishery products

Scoring system

The measure focuses on beef, veal, pork and other meats, poultry, milk products, egg, wine, fruit and vegetable and fishery products.

The assessment of the business plan does not differentiate among beneficiaries by type, size, sector or any characteristics. 

The evaluation is based on a set of reference data from 1999. This data has decreased during the last four years. It means that it is an unreasonably strict criterion not suitable for the recent economic circumstances, which should be eliminated and which had the most negative effect on the economically weaker businesses. The staff of the SAPARD Agency elaborated a proposal to replace the reference data system. The proposal is under approval.

The scoring system prefers maintenance of jobs by 5 points in the case of small and medium sized enterprises. Above that there is no privileged group of beneficiaries. 

Upper limit of support and project size

The project size is not limited. The upper limit of support is increased from 100 million HUF to 250 million HUF. 

There is no differentiation regarding the support rate in favour of any type of beneficiary.

Ratio of support

The conditions on the rate of public contribution are set horizontally. No preference is made by type, needs or characteristics of beneficiaries.

Development and improvement of rural infrastructure

There is no differentiation in the scoring system, in the support rate or in the maximum level of subsidy regarding the type, needs and characteristics of beneficiaries. 

The rate of public expenditure included in the SAPARD Plan should be redefined and agreed between the MA and the SA. In the practice the SAPARD Agency already modified the support rate in case of development of energy supply of local businesses. It reduced the support to 50% in case of net revenue generating investments. 

The support rate in the case of developing local markets should also be reconsidered and raised to 75% since these kind of infrastructure investments are rarely generating significant revenue, in addition the project owners are generally local municipalities having limited amount of financial resources. 




	B.III.1-2.3. Evidence of discouraging, unnecessary delays or costs for the direct beneficiaries/operators (description)
	Findings on the accessibility and quality of information and training are included in the MSQ on Technical Assistance.

Very high percentage (41,5%) of the interviewed applicants reported that the most difficult part of the compilation of the application was to gather all information and annexes requested to complete the application package.

	
	Also many of them (15,5%) stated that the eligibility conditions of the application were the most difficult to fulfil (Q. 17.). The tight deadline for submission was also a major problem for many applicants (10%) especially in the first round of applications.

According to the focus group discussions the authorities providing the necessary certificates and permissions for the applicants were not prepared or even informed of what is requested from them. It caused many difficulties to the authorities, the applicants and the SAPARD administrators as well. As it is included in the Operational Manual, there are agreements on national level of different authorities. However we learned that preparation of these organisations are not satisfactory. 

In the first round non of the submitted applications were complete. 100% of the applicants had to submit additional annexes. The reason for this can be the complicated and not user-friendly application package (National level questionnaire, No.31), the lack of experience and the tight deadline.

The average cost of preparing application was close to the Hungarian average (Q. 20.). It was very favourable that up to 12% of the total eligible cost, the  cost of experts is eligible for support. 

More than 77% of the applicants answered that it took less than 30 days to complete the application. However to collect all the annexes required more than 30 days for more than 27% of the applicants interviewed (Q. 21. and 22.). 

From the interviews both with national stakeholders and the applicants as well as from the focus group discussions the following result can be withdrawn regarding the complexity of the business plan: it did not differentiate according to the type or size of investments as well as the type of beneficiary. For instance in case of a small size or very simple investments (purchase of machinery) the business plan should be significantly simplified.



	
	For such investments it’s very hard or sometimes impossible to estimate the direct revenues originated exclusively from the investment. On the other hand developments carried out by local governments in SAPARD rarely have significant effect on the assets of the local government, therefore it doesn’t make sense to fill out a balance sheet plan for 5 years.

The focus group discussions and the interviews with the applicants showed that the very slow procedure of application processing caused high level of disappointment among the applicants. 50% of the interviewed applicants received the note of acceptance from the SAPARD Agency after 30 days. The majority of the interviewees sign their contract after 210 days of submission of application. The first payments of the interviewed applicants were carried out after 240 days of submission. 

According to the interviews the applicants having less solid financial bases (those who really need the support for improving their economic activity) were the most fragmented by the significant delay in the investment caused by the slow processing procedure. In the case of the financially strong larger companies (that would have been able to carry out the investment even without support, see data on dead weight) it did not raise the risk of successful project implementation. The longer and passive period is the higher risk the company has to deal with. The smaller companies are much more sensitive to any kind of vis major. If during the passive period anything unfavourable happens so that the investment cannot be implemented, the applicant looses the invested money. The longer the applicant has to wait for the reimbursement, its financial position becomes more fragile. 

It is a major problem – especially for the smaller companies having low ratio of liquidity - that it to start the investments before signing the contract is prohibited. The applicant has to pre-finance the preparation of the project (engineering costs, business plan etc.), which in the cases constructions of building or other infrastructure is quite expensive. While waiting for the contract this money is sank cost. 

The smaller companies have major difficulties to provide the own financial contribution for the project. 

The post financing system extremely burdened the smaller businesses having low ratio of liquidity. 


	
	According to the focus group discussion and the interviews with applicants, there is a need of involvement of banks, providing favourable conditions taking over the weight of post-financing. There are already banks factoring the SAPARD assistance form applicants. Since bargaining position of the individual applicant is very weak against the banks for the benefit of the applicants this process should be institutionalised through the government.

As the table below shows the majority of the stakeholders on national level judged the implementation very slow but quite careful and professional. Most of the interviewees expressed the opinion that the application forms are not user friendly and not cost effective, the procedure is not time and season sensitive.

It is outstanding that more than 50% of the interviewed officials judged the SAPARD system fair and free of corruption.

The table below shows the assessment of the national level interviewees on the application processing procedure– National level questionnaire, Q. 31:

a) professionalism

b) speed 

c) carefulness

d) transparency

e) user friendly

f) cost effective

g) time and season sensitive

h) fair an clean,

where the score 1 means the least favourable while score 5 means the most favourable opinion. 

         1             2        3          4           5    Missing  Average 

a)
5.4
  8.1
27
37.8
13.5
  8.1
3.5

b)
40.5
32.4
13.5
  2.7
  2.7
  8.1
1.8

c)
2.7
  5.4
10.8
37.8
32.4
10.8
3.9

d)
18.9
10.8
40.5
  8.1
10.8
  8.1
3


e)
24.3
18.9
24.3
16.2
  8.1
  8.1
2.6

f)
16.2
37.8
24.3
  8.1
  5.4
  8.1
2.4

g)
32.4
16.2
24.3
  8.1
  8.1
  8.1
2.8

h)
  0
  2.7
  8.1
24.3
51.4
13.5
4.2

Over 90% of the interviewed applicants reported that would apply again for SAPARD support. The reason for it was in many case that there are no other resources available for these purposes (Q.58.).




	Criteria
	B.III.1-3. Beneficial effects have been maximised through a combination of eligibility criteria, premium differentiation or procedures/criteria for the selection of projects



	Indicators

	B.III.1-3.1. Leverage rate


	Investment in                 Leverage   % of approved    % support

Agricultural                       ratio         applications

Holdings

Co-operative
0.40
   7.3
  12.2

Partnership
0.38
   6.5
    4.3

Limited Liability Comp.
0.37
 40.7
  51.8

Shareholding Comp.
0.38
 13.8
  17.5

Primary producer
0.40
   4.1
   1.2

Family farmer
0.39
   4.1
  19.0

Individual entrepreneur
0.37
  23.6
  11.0

Total
0.38
100.0
100.0

Processing and               Leverage   % of approved    % support

Marketing of                      ratio          applications

agricultural and 

fisheries product

Co-operative
0.40
5.5
    5.6

Partnership
0.40
2.1
    0.5

Limited Liability Comp.
0.41
47.9
  47.9

Shareholding Comp.
0.38
34.2
  44.2

Individual entrepreneur
0.40
10.3
    1.7

Total
0.39
100.0
100.0

Development and            Leverage   % of approved   % support

Improvement of rural         ratio           applications

Infrastructure

Co-operative
0.71
    4.4
    3.8

Local Government
0.72
  39.2
  44.2

Micro-regional Ass.
0.71
    0.4
   0.1

Other NGOs
0.72
    2.6
   2.3

Partnership
0.68
    3.7
   3.4

Privately Owned Comp.
0.75
    0.4
   0.2

Public Beneficiary Comp.
0.75
    0.7
   1.5

Limited Liability Comp.
0.56
  27.5
  26.2

Shareholding Comp.
0.75
    5.1
   6.8

Primary producer
0.75
    2.2
   1.1

Family farmer
0.75
    1.1
   1.1

Individual entrepreneur
0.70
  12.5
   8.3

Public Budgetary Org.
0.75
    0.4
   0.9

Total
0.67
100.0
100.0




	
	The average leverage rate differs measure by measure according to the conditions on the eligible rate of support set in the SAPARD Plan and it’s modification in May 2003. In the case of substantial revenue generating investments the average ratio is between 37% and 40%. In the case of non-revenue generating investment within measure XII. the leverage ratio is higher, reaching the maximum level (56-75). Within this measure the generally low budgeted Local Governments, NGOs and smaller enterprises gives the majority of applicants.

However the participation of economically generally stronger Ltd-s is high in this measure but the leverage rate is the lowest in their case.

	B.III.1-3.2. Evidence of dead weight (description and approximate quantification)


	 The evaluation of net present value (NPV) of the investments is part of the application assessment procedure. The officials of the regional offices evaluate NPV1 and NPV2.

Net present value 1 (NPV1) is calculated from the total costs of the investment (SAPARD support and the applicant’s own funding) and the discounted annual cash flows originated from the operation of the investment in 5 years. Net present value 2 (NPV2) is based only on the applicant’s own funding instead of total costs of the investment.

NPV1 is always less than NPV2 as the initial investment (negative cash flow) is always higher here, and the difference is the sum of the EU and national support. Therefor there are three possible outcomes:

Both NPV1 and NPV2 are negative:

In this case the investment doesn’t meet the criteria of sustainability, because even own funding of the applicant will not return in 5 years.

NPV1 is negative and NPV2 is positive:

The investment is viable only with the support. Positive cash flow will be realised at company level after carrying out the investment with SAPARD support.

Both NPV1 and NPV2 are positive:

Realising the development only by own funding would bring positive cash flow at company level in 5 years. This case is defined as dead weight of the Programme, as the complete investment would return without the support, as well.

The evaluators collected a sample of 145 approved projects to analyse the dead weight of the programme. The sample provided the following results:

The evaluation of net present value (NPV) of the investments is part of the application assessment procedure. The officials of the regional offices evaluate NPV1 and NPV2.

Net present value 1 (NPV1) is calculated from the total costs of the investment (SAPARD support and the applicant’s own funding) and the discounted annual cash flows originated from the operation of the investment in 5 years. Net present value 2 (NPV2) is based only on the applicant’s own funding instead of total costs of the investment.

NPV1 is always less than NPV2 as the initial investment (negative cash flow) is always higher here, and the difference is the sum of the EU and national support. Therefor there are three possible outcomes:

Both NPV1 and NPV2 are negative:

In this case the investment doesn’t meet the criteria of sustainability, because even own funding of the applicant will not return in 5 years.

NPV1 is negative and NPV2 is positive:

The investment is viable only with the support. Positive cash flow will be realised at company level after carrying out the investment with SAPARD support.

Both NPV1 and NPV2 are positive:

Realising the development only by own funding would bring positive cash flow at company level in 5 years. This case is defined as dead weight of the Programme, as the complete investment would return without the support, as well.

The evaluators collected a sample of 145 approved projects to analyse the dead weight of the programme. The sample provided the following results:

Sector/sub- Number of projects Number of projects Percentage
Measure         in the sample         with dead weight
Plants
    20
12
60.00%

Pork
      8
  5
62.50%

Beef
      5
  4
80.00%

Poultry
      1
  1
 100.00%

Measure I.

34

     22

     64.71%

Wine
    10
  5
50.00%

Dairy
      6
  6
 100.00%

Red meat
    15
14
93.33%

Fruits and vegetables 10
  5
50.00%

Measure II.
            41

     30

     73.17%

Energy
    14
  5
35.71%

Road
    33
11
33.33%

Waste water
     2
  1
50.00%

Market places
     8
  4
50.00%

IT
   13
  6
46.15%

Measure XII.
           70

     27

     38.57%

Total
145
79
54.48%

There are no other indicators used in the application processing of SA to assess the dead weight affect of the submitted projects. By defining dead weight in the above-described way, the overall dead weight of the programme was more than fifty percent on the basis of number of approved applications. This ratio seems to be fairly high and the distribution by measures and sectors is quite variable.

Two sectors (Measure I. – Poultry, Measure II. – Dairy) provided hundred percent, but number of project files from these sectors was pretty low in the sample. The rate of Measure XII. is the lowest among the three measures, which is easy to understand. Infrastructure investments carried out mainly by local governments rarely provide high cash flows in short term for the investing organisation. Although, it’s still almost 40 percent, which is likely because of the significant ratio of profit companies supported in this measure.

Reviewing the table, it’s obvious that strong companies with positive NPV1 and NPV2 were overrated in the programme until now, which is a logical result of strict conditions of the first calls for proposals.

Methodically, using exclusively net present value provides a highly limited frame for assessing projects in the aspect of dead weight. On the one hand many of the companies with positive NPV1 and NPV2 are the ones, which have good potential to raise their competitiveness to international level. Preventing this kind of dead weight is not always reasonable because:

· Having positive NPV for the investment does not mean that they are already competitive on the market where they sell or where they will sell in the future.

· The investing organisation (holding, local government, etc.) is possibly financially constrained, therefore it’s unable to obtain external sources (loan, leasing) but at the same time, can’t bring out the project by its own liquid financial assets.

On the other hand, investments showing negative NPV1 and NPV2 may still be necessary to carry out, because these developments are not only about developing production, but meeting EU standards, as well. Excluding these investments from SAPARD support may twist the later viability of several organisations still viable today.



	B.III.1-3.3. Evidence of applications/projects resulting in beneficial indirect effect (description)


	Due to the nature of the different measure the Measure XII. is resulting the widest and highest indirect effect on the local economy and society. The indicators regarding the affected businesses and population in the case of Measure XII. is included in the description of  Measure Specific Questions. 

As it is mentioned in the description of indicator B.III.1-2.3 the multiplicator effect of the investment as well as the partnership is only honoured in the scoring system in the case of measure XII.  

According to the result of the focus group discussions the potential applicants were willing to propose joint projects (more than one organisation elaborates and implements one joint project) but the application system does not allow approving such applications. 




Chapter VI
Quality of Programme Implementation and Organisation of Programme Monitoring

1. Programming of the SAPARD Plan

1.1. General overview

In Hungary SAPARD is the first European Union programme, which is implemented according to the ex-post decision-making procedure. This fact attributed specific significance to the national programme and institutional development.

The Ministry of Agriculture and Rural Development first furnished information on the regulations of the SAPARD Programme and the EU rural development policy in Hungary at a two-day conference held in the second half of July 1998. About 220-250 people including mayors, managers of small regions, representatives of chambers, social organisations, interest groups, universities and the county agricultural officers attended lectures delivered by the Head of the EU DG AGRI Rural Development Department. During that period the Ministry of Agriculture and Rural Development (further referred to as the FVM) had a department consisting only of four persons, which was dedicated to the issue of rural development. The preparatory process launched at that time was delayed for about six months owing to a change of government.

According to focus group discussions and the questionnaire survey among stakeholders at national level it can be concluded that the overall programming process was badly organised and caused a lot of misunderstanding in the regions, sub regions and counties and at national level. Parallel programming occurred at sub regional and national level and analysis and plans were prepared at county and regional level as well. In order to frame the SAPARD Programme a new Department of Rural Development Programmes (further referred to as the VPF) was set up in the autumn of 1998.  This department initiated a bottom up planning and programming process. The spatial focus of the design process was directed at the sub region. The co-ordinated planning and programming process in the sub regions consisted of the following three steps:

1.
Situation analysis, data acquisition, data processing, SWOT analysis, future

            vision,

3.       Preparation of strategic programmes, priorities, sub-programmes, packages of 

            measures

3.
Operational programmes, projects.

The major features of this planning process can be described in the following way:

· Design process was bottom down where the small regions could be organised on a voluntary basis.

· The design process took place in several stages; FVM VPF selected the small regions in an application system, based on the criteria of preparedness.

· The small regions were granted central financial support.

· The programming process was preceded by an intensive phase of training.

· Several thousand representatives of the small regions actively participated in the process.

· A small region management system was created to manage the small regions programmes.

· The co-ordinating and decision-making forums and councils were established on both a formal and informal basis.

· The strategic plans covered a seven-year period.  The operational plans were prepared for a three-year period.

· The design and programming raised great expectations in participants from the small regions (please refer to the summaries of focus group discussions in the appendices).

· The process took approximately two years and was completed by middle 2001.

· The characteristic features of the LEADER programme and the content elements of the mainstream rural development measures were included in the program design.  

· In the planning of the sub regional programmes the main allies and partners in the first place come from the county and regional representatives of the regional development institutional system. 

All together 150 programmes with 4500 actual project plans were prepared in 200 sub regions. The results of this planning and programming process were not communicated by VPF in an appropriate manner neither to the government nor to the European Commission. In the case of FVM there was a strong sectoral and production approach. VPF on the other hand experienced great difficulty in having its programme and approach accepted.  

Owing to the delay in the accreditation of the SAPARD institutional system and measures, during the period 2000 to 2002, VPF operated a Rural Development Support Scheme. This enabled them gain experience of the measures for rural development in the SAPARD Plan. Twelve hundred applications were accepted within this support scheme. The total budget for these applications amounted to HUF 11.1 billion, of which the amount of the support totalled HUF 5.5 billion. The application procedures simulated the rules and procedures of SAPARD and it was implemented by the Rural Development Offices Network and by VPF.

In parallel with the programming process in the sub regions, SAPARD planning at national level commenced. At the beginning of the programming process in Hungary the tasks of the implementation of the rural development policy of the European Union including methodology, features and requirements of the preparation of the programme and of institutional conditions requisite for the implementation of the programme were not taken seriously. The majority of the persons interviewed in a national level questionnaire were of the opinion that the programming process only started to unfold in October 1999, a mere three months before the compilation of the document, which had to be submitted to the European Commission. For the SAPARD plan the Research Institute of Agricultural Economics and the National Office of Rural Development of VÁTI provided the situation analyses; the elaboration of the measures was carried out by the relevant departments of FVM. Because of the strict deadlines in submitting a first draft plan by December 1999 a small team of young experts in the FVM was appointed with the responsibility of co-ordination the preparation of the SAPARD Plan.

In the identification of targets and priorities of the programme, there was both open and undisclosed lobbying by interest groups. There is a perception that such lobbying played a role in decision making perhaps greater than that based on reaching consensus with the social partners (National level interview. Figure3). There is also a strongly held belief that party politics of this period played a significant role in the formulation of the decisions taken by the ministry.

The preparation of the programme was not transparent. It gave rise to a lot of conflict, and for certain it was not helped by the activities of the lobbyists who it is believed operated at the level of ministry departments engaged in the elaboration of certain part of the programmes. (Please refer to the questionnaire of the national level in Figure 5.)

In the course of programme preparation, there was conflict between sector and branch interest. In answering the questionnaire it is the opinion of the persons interviewed at national level, that the targets and priorities of the programme only partly fulfil the needs of the countryside and the agriculture. A similar opinion prevails concerning the indicative financial tables (Figure 8.a). Some interviewees expressed an opinion on the lack of an overall consistent strategy for the future development of agriculture and rural areas of Hungary. A cross-section of needs in agriculture and rural areas were identified, but are not ranked with respect to the need or degree of urgency. 

The implementation and methodology of the programming caused serious difficulties to the specialists involved in the process.  The identification of the strategic targets and priorities, the determination of the indicators and the investment needs of each sector combined with the involvement of the social partners proved to be an unusual and difficult task to resolve (Figure 9). There was some criticism by certain parties of the effectiveness of EU twinning specialist who took part in the process. This was put down to cultural differences and the partial knowledge of the local circumstances (Figure 11). In the food processing industry, the PHARE programme previously managed in this branch had a perceptively positive impact on the preparation of the programme. 

The social partners were informed of the different stages of programme elaboration but their involvement was superficial.  The involvement of the regional and county representatives in the national SAPARD programming process occurred in a very haphazard way and they could offer a well-founded opinion due to the lack of time (Figure 10).  Among the social partners, the views and opinions of the representatives of large agricultural interest groups were to the fore. With Hungarian agriculture as a whole suffering from lack of resources there was no overall concensus and each interest group wanted to utilise the SAPARD Programme in its own sector. The civil organisations within rural development stated that their opinion was not taken into account or afforded its due weight.

The national programme failed to integrate the aggregate results of sub regional programming. This despite the fact that a bottom up planning process was consistently employed by VPF which:

· Brought about significant results in the formulation of approaches

· Greatly contributed to the elaboration of the sub regional programmes, 

· Was to the fore in the learning process of the programming methodology 

· And facilitated the initiation of local partnerships.

In relation to the eventual impacts of the SAPARD Programme, those interviewed stated that the knowledge gained regarding the application process required for the rural development programmes of the EU was identified as the major impact. This statement is identical to the opinions offered during the focus group discussions (Figure 13).

It has been established that the political decision-makers of FVM (Minister and State Secretaries) failed to realise the significance of the SAPARD Programme. It was seen only as a source of funding equal to between 3-5 per cent of annual Hungarian support for agriculture. Thus the amount of attention paid to SAPARD was minimal. In the beginning the very minimum amount of time effort and funding was devoted to institutional building. The political decision-makers of the FVM and the government of that time failed to recognise that SAPARD was and is a key programme for institutional development in Hungary and the country’s accession to the European Union. 

The finalisation of the programme was completed by September 2000.The first version of the programme was submitted to the European Commission at the end of December 1999. Thereafter, the co-ordination on the following parts of the programme took place under more co-ordinated and relatively more relaxed conditions. During this period no significant change was experienced in the negotiations with the social partners. The SAPARD Plan was promulgated by FVM in Decree No. 53/2001 on 17 August 2001. 

1.2. Conclusions

Programming was not perfect and ideal, the main causes of it were:

· Time pressure, poor organisation and lack of skills to manage the whole procedure and the late start to the programming process.

· The short time and the lack of internal co-operation among the different departments in the Ministry and the non-organisation of the workload did not allow for the development of a strategic planning process for the SAPARD Plan.

· There was no consistent approach to the programming procedure (including different stakeholders, consultation with the representatives of the agricultural and processing sectors and rural parliament).

· There was no strategic planning procedure on the development of priorities and measures. Discussions on the development of a strategy for EU rural development in the context of SAPARD did not take place.

2. Accreditation

2.1. General overview

The SAPARD Plan of Hungary was submitted to the Commission in December 1999 and accepted in September 2000. The SAPARD Agency was ready for national accreditation in May 2002. According to a Government request in 2002 the State Audit Office (SAO) of Hungary was given the responsibility of pre-accreditation of the institutional system established for the implementation of SAPARD Programme. Included was the payment of SAPARD funds, the SAPARD Agency (SA) and the National Fund (NF). The audit was carried out on the basis of the accreditation request submitted by the President of the SAPARD Agency and the National Authorising Office. The SAO examined whether the SAPARD Agency and all the implementation agencies (Regional Agencies and departments of MARD) were prepared for accepting and fulfilling the SAPARD program. Based on the positive pre-accreditation report, and following the “National Accreditation Resolution” the Commission adopted a Resolution for the transfer of support management. According to the Commission Resolution of 26 November 2002 Hungary met the requirements of project selection and contracting on the basis of an ex-ante audit conducted by the Commission.

The main accreditation criteria have been the following: 

· Written procedures

· Share of competence

· Controls before approval and payment 

· Public procurement 

· Disbursement process 

· Information system security

· Internal audit 

The mid-term evaluation review focused on the preparation of the accreditation of SAPARD Agency. The different pre-accreditation reviews formulated on whether the SAPARD Agency has achieved satisfactory compliance with the provisions of the EU regulations and the Multi-Annual Financing Agreement (MAFA). Based on the different interviews and documents, it can be stated that the audit procedures took special interest in the key accreditation criteria and gave assurance that the SA developed adequate procedures for the protection of the financial interest of European Union. All reports contained high priority and intermediate priority recommendations.

The pre-accreditation reviews were carried out according to internationally accepted audit standards and used relevant methods of risk assessment and spot checks. They also followed a series of checklists, reviewed documents and conducted a series of interviews. The on-the-spot audits are focus on the central bodies and seven Regional SAPARD Offices.

The ARDA not delegated any functions or activities into external organisation. After the fusion of the two organisations, the tasks of SAPARD continuously fulfilled in separate units, including the sensitive activities, like handling the applications, authorisation of payment, disbursement, records and accountancy and spot control.  
The legal framework needed for the implementation of the SAPARD Programme and the Government and the MARD established the operation of the SA. Of the fifteen agricultural and rural development measures supported by the European Union, Hungary requested the funding of nine such measures (eight of them for agriculture and rural development, one for technical assistance) for the SAPARD Plan for the period 2000-2006. In the first round the SAPARD Agency requested accreditation of the following four measures out of the 9:

· Investment in agricultural holdings, 

· Processing and marketing of agricultural and fishery products, 

· Development and improvement of rural infrastructure and 

· Technical assistance. 

In the second round two other measures were requested for accreditation based on the letter (dated on 27.02.2003) of NF, and modified three times (on 15. 05, and 28. 07 and 13. 10). The accreditation review was finalised at the end of October. The results and recommendations were not published on the date of the interview, made by one of the evaluators, these measures under accreditation are:

· Renovation and development of villages and protection and conservation of rural heritage,

· Development and diversification of economic activities, providing for multiple activities and alternative income 

These two measures did not enter into operation until the end of October. According to the original SAPARD Plan EU support allocation over a seven-year period for these measures, is of 65 million euros.

It is believed that three other measures elaborated in the SAPARD plan will not be accredited until the EU accession. They are: - 

· Setting up producer groups and 

· Improvement of vocational training 

· Agricultural production methods designed to protect the environment and maintain the countryside

It is possible that the Vocational Training measure may be accredited by the end of the year.

2.2. Review issues

Several questions were raised through the National level questionnaire (see: Annex 4) as follow; 

Q.15. Were you satisfied with the level of information/data you received regarding the accreditation process from the following institutions?

Regarding the SAPARD Agency

· 43% were satisfied with its performance.

·  29.7% partly satisfied with its performance.

With regard to other agencies and organisations  (MA, NAO, EU Commission) the level of satisfaction varied around 20% whilst those expressing part satisfaction rose to 30%. Of those expressing dissatisfaction with the performance of institutions the NAOP came off worst with a 27% rating.

Q.17and18. Were you involved in drafting the detailed application criteria of measures (business plan guidelines, etc)? If yes, please, explain your role. 

Based on the analysis of the answers 

· 10% of those questioned were fully involved in the preparation of the plan

·  42 % had some involvement in drawing up the plan and

·  15% mentioned participation as part of a team.

Q.19. To what extent were the social and economical partners involved in the accreditation process?

Of the 37 answers received

· 2.7% were fully involved 

·  35% claimed some involvement and

·  30% were not at all involved.

Q.20. There has been a major delay in the accreditation of the measures (and institution) within SAPARD and to date only 3 measures have been accredited. What in your opinion have been the main causes of delay?

Of the forty four answers received the four most frequent critical answers were:

· The major delay in the preparation of the SAPARD plan,

·  Lack of flexibility in an over sophisticated process,

· Poor management skills, some remarks were made also on the not good communication, 

·  Lack of experience amongst professional civil servants

The low level of inter and intra agency communications came in for criticism. 

Q.21.How do you evaluate the documents/support provided by the different organisations?

According to the answers received, the three organisations provided support to “some extent” however MARD was given the higher score in the “not at all” category.

Q.22. Which are the main lessons learned from the accreditation process?

The most frequent remark amongst those questioned was the growth in consensus when it came to identifying solutions in a more flexible way. The need for the development of human resources received above average mention. 

Q.24. What were the main difficulties in the accreditation of different measures? 

The main difficulties were: 

· The preparation of application of guide lines, it was high 

· Poor technical control and the non-involvement of several professional organisations.

2.3. Conclusions

The national auditing system is relevant and works well and can assist the whole pre-accreditation procedure, which is very complex and multifaceted. 

The information on the auditing learning performance is positive and the accreditation will go on more rapidly than at the beginning,

There is no need to involve the social partners in accreditation procedures, due to the strictly elaborated regulations of external organisations.

The newly established ARDA organisation has the potential to be a relevant independent state institution covering the implementation of the CAP. The internal organisation is in place but the operations of this organisation must develop more rapidly, which will require additional funding and improved working conditions

2.4. Recommendations

The EC should play a more pro-active role in the accreditation procedure to help avoid the mistakes.

Based on the progress to date, and the experience of accreditation, it may be that some functions can be delegated to external organisations, based on the cost benefit and risk analysis.

3. Implementation

3.1. General overview

Based on the EU regulation (EC) No. 1268/1999 on Community support for pre-accession measures in the applicant countries, the Managing Authority is the Ministry of Agriculture and Regional Development (MARD), which is responsible for the implementation of the whole SAPARD Program. In the case of Hungary a SAPARD Secretariat has been established at the Department of European Integration within the Ministry. The rules of implementation of the various provisions in the SAPARD Programme are subject to agreement between The Government of Hungary and the European Commission.

The institutional development process was a critical factor for the success of SAPARD program implementation. Analysing the chronological institutional building process, in the first time in 1999 AIC was supposed as the central SAPARD Office. AIC made some progress in preparing the different tasks for accreditation and opinion would suggest that the accreditation could have been undertaken in 2000.

In May 2000 the Minister decided that AIC was not the organisation to establish the SAPARD Agency. A completely new institution for the SAPARD should be created. The negotiations and preparatory meetings with the EC were cancelled. This decision of the then Minister for Agriculture is seen as the principal reason for the delay in the whole accreditation procedure. The newly appointed President of the agency did not take the advice provided by experts and did not understand what was required to set up the agency. For more than a year and a half no progress was made in setting up the agency. The institutional framework could not be set up, and no professional staff, was hired. This occurred despite all the warnings and advice from the European Commission. Finally this lack of progress politicians and others within the Ministry caused a two and a half year delay in accreditation. During this period the AIC operated as a Payment Agency for national market support. Based on a Government decision the new Agricultural and Rural Development Agency (ARDA) was formally established on the 1st July of 2003 through a merger of the existing Agricultural Centre and the SAPARD Agency.

In June 2003 the number of the staff in ARDA was 275 persons. There are seven regional offices each employing on average 26 persons. In order to cope with the expected rise in the number of applications, the number of persons employed in the Regional offices is expected to rise in the near future to about 30-33 persons per office. This expected rise in numbers is reinforced by the decision to transfer the activities of the central food industry department to regional level. During the mid term evaluation the structural reorganisation in ARDA has not yet been completed and the process is continuing at an accelerated pace. The working conditions at national level are not the most conducive for such a key organisation. The regional offices have better working conditions than the central office staff.  This continuous reorganisation has resulted in low moral and a major turnover in staff. 

Since its establishment of the SAPARD Agency has had five directors, the fifth being appointed as recently as September. This turnover of directors and the ensuing instability has not helped the accreditation and implementation process. A lack of teamwork and change management processes increased the uncertainty among the employees. The continuous changes at management levels did not help in the process of institutional building including implementation.

The implementation of the different measures was based on Government Decree. On the basis of national accreditation, the EU Commission allowed Hungary to start the application process.  On 20 September 2002, the National Programme Authorisation Officer issued the “ National Accreditation Resolution” on the accreditation of the SAPARD Agency. These decisions made it possible for the SAPARD Agency to announce the opening of the application process for the three accredited measures on 25 September 2002. The accreditation of the Agency happened with only a manual system in place and limited IT support.

The call for applications was announced in the official journal of the MARD and the national and local press. The deadline for submission of applications was 15th November 2002, in the case of “Investment and Improvement of agricultural holdings”, and December 1st. 2002 for the two other measures. Despite the short deadline and complexity of the application form, an unexpected number, of application totaling 1160 were submitted of the applications received, more than 50% were related to the development of rural infrastructure. The lack of interest in the procurement of machinery was due in the main to: - 

1. Complicated support conditions and, 

2. A national support scheme for machinery in 2002.

The contracting process started in February 2003.

The competent departments of the MARD manage the control and implementation of the individual measures. The tender packages contain information on call for applications and guidance notes. The application must be submitted to the regional SAPARD Office.  The Regional Office undertakes an evaluation and prepares the decision and the contract in co-operation with the Central SAPARD Agency. The beneficiaries can start the investment from the day of the contract is signed the legal and financial commitment at national level is guaranteed by the signed contract. The conditions and the procedures of spot control are described in the operations manual. The collection of data necessary for monitoring is also elaborated in the manual. The internal regulation of the handbook relating to applications is continually adjusted and follows with some delay the various modifications.  Internal auditing has an important role in insuring institution development, the functioning of control supports, identifying the non-allowable activities and insuring homogenous evaluation.

The beneficiaries eligible for the support, must meet the following criteria: 

· Be solvent and 

· Owing no public dues, and being able to proves it by appropriate certificates not older than 30days. 

Support cannot be granted for investment started prior to approval of the application. The beneficiary is obliged to keep and show for control purposes all documents certifying the eligibility of support (original invoices. etc.) for at least five years. The mechanism of payment, use of the Euro conversion rate, financial control and irregularities are in the operations manual, which is based on relevant EU regulations and pre-accredited by SAO.

3.2. Review issues

During the mid-term evaluation several questions dealt with the implementation process and the quality of the different institutions.

Q.28. How do you evaluate the advertising and marketing of SAPARD among potential beneficiaries? 

· 32,4%, of those questioned were satisfied with the campaign

· 45.9% were reasonably satisfied and

· 13.5% were dissatisfied

Q.29. Do you think that the communication programme for SAPARD was clear, simple and easily understood by the potential beneficiaries?

· 24.3% claimed the programme was clear simple and easily understood 

· 60% stated that the communications programme only partly met its objectives, and

· 10 % were not at all satisfied with the programme

Q.30. Is the level of assistance available to players within your sector sufficient to encourage them to apply?

· 35.1% of those questioned stated that the level of assistance was sufficient 

· 43,2% believed the level of assistance was only partly sufficient

Q.31. How do you evaluate the handling of applications from the viewpoint of the applicant?

· 50% felt that the handling of the application was carried out in a professional manner

· 70 % believe the evaluation process to be slow   

· The same percentage considered the process to be carried out with care 

It must be noted that 70% of the interviewees believe the process to be non-user friendly and lacks time and season sensitivity.

Q.32.Were you informed about the results of the first and second application round of the program from the SAPARD Office?

70% of those interviewed answered “Yes” to this question

Q.33. How do you evaluate the first figures of the SAPARD Programme?

· 18.9% state that the number of applications and the share of targeted measures meet expectations

· 32.4% of those interviewed state the number of applications to be more than expected

· 29.7% state that the number of applications is less than expected

Q.16.1. How satisfied are you with the established institutions?

· 8.1. % claim to be very satisfied.

· 24.3 % is somewhat satisfied and 

· 24.3 % not at all satisfied 

Q.16.2 
Are you satisfied with the procedures as defined in the manual?

The highest proportion of those answering this question were less than satisfied with the procedures and 16.2 % stated that they were not at all not satisfied.

Q.16.3. How satisfied are you with the order of the selected measure for implementation?

· 40.5 % of those interviewed claimed they were satisfied and

·  27 % of those interviewed were less than satisfied with the implementation of the 3 measures.

Q.16.4. How satisfied are you with the measure related financial resources? 

More than fifty per cent of those who answered this question are satisfied with the financial resources.

In the assessment of the accreditation and implementation process different evaluation techniques (questioners, focus group meeting and interviews) were employed. There was a feeling amongst some of those interviewed that a number of the foreign experts were too academic in their approach, lacked communication skills or were not entirely sensitive to cultural differences.

An analysis of the most frequent mistakes made in the application process shows that the preparation process needs more attention particularly when it comes to filling up the different documents. These are easily corrected mistakes, but greatly delay the evaluation process. Missing certificates and documents are a major source of rejected applications.

The most difficult task for many applicants is the preparation of a business plan. There appears to be several common areas of difficulty including: 

· Poor judgement of the investment and its relevance to SAPARD objectives,

· The explanation for the need of support can be weak and lack relevant historical data for analysis 

· The cash flow tables lack credibility

· The marketing plan is weak

· Project viability not well founded. 

Other reasons why applications were rejected include:

· No planning permission for building construction, 

· Lack of security on assets, 

· No leasing contract, 

· Expired environmental and animal health or public dept certificates

3.3. Review issues based on the analyses on additional interviews with rejected applicants

We have expanded the original survey, a total of 15 interviews with rejected applicants of the first phase of the investigation with an additional 26 telephone interviews, used the same questions (Annexe Questionnaire N.2.). The findings are the followings:

Q. 52. When did you submit your project (date)?

Q. 53. When did you receive the official information on the decision?

Summarising the two questions, we can state that the time for informing the applicants on the outcome of the evaluation of their application was gradually shortening. The outcome of on the evaluation of the applications – especially of those submitted in 2002 - lasted for more than 100 days, while in case of those submitted in 2003 was less than 60 days. This change can be explained primarily with the speeding up of the learning process, and by the fact that the regional SAPARD Agencies got more used to the evaluation procedure.

Q. 54. At which stage of the evaluation was your project rejected?

Further investigations have also proven that among the applicants bigger share was represented by those, whose applications had been rejected by the evaluation. In case 65% of the additional interviews the applicants were in conformity with the requirements and they seemed to be more prepared. On the basis of the results, it is important to note that 42% of the rejected applicants in question were asked to submit the missing documents.

Q. 55. Why was your project rejected? Because of…

The additional investigations among the rejected applicants did not modify significantly our earlier findings they rather confirmed those. According to the latest investigations, we can see that 62% of the applications were rejected because of the ineligibility of the investment, 24% were rejected because of the missing documents, while 12% were rejected because of the lack of 300.000 Ft/net profit/employee. In the case of the rest (2%), the causes were not keeping the deadline or not submitting the missing documents.

Q. 56. Do you know that you can apply again in case your project was rejected because of the economic criteria of 300.000 Ft net profit/employee?

The findings of our research were modified mostly by the new answers to this question, because 90% of the rejected applicants in question knew that they can apply for the support again, and 59% of them have submitted their application later on. There were some, among those that have been interviewed, which had not met this requirement due to lacking proper calculations.

Q. 57. Have you made an appeal?

100% of the rejected applicants interviewed additionally was familiar with the procedure of appealing, yet only 38% took this opportunity. With regard to the answers of the rejected applicants, it can be stated that rejections were based on actual reasons, that is why they did not make an appeal. 55% of the rejected applicants in question submitted the application again after having revised it or after having submitted the missing documents. 10% of the rejected applicants in question did not accept the rejection by the SAPARD agency and they turned to other forums, or they kept themselves totally away from SAPARD support (were not willing to apply for support again).

Q. 58. Would you apply again for SAPARD assistance?

On the basis of our further investigations it can be stated that more than 80% of the rejected applicants in question would apply again for SAPARD assistance. 55% of the rejected applicants in question have already done it. There were various answers to the question „Why would you apply again?”. Among these answers the dominant was that there are no other sources. However there were applicants who thought that applying for SAPARD assistance is convenient (as they have already learned it). The primary reason of the fact that a lot of rejected applicants submitted their applications again, was the helpfulness of the regional agencies. 77% of the rejected applicants in question were totally satisfied with the work of the agency.

Q. 59. If you applied again which measure would you choose?

82% of the rejected applicants in question chose again the same measure that they had applied for earlier and their application had been rejected, or they chose measure that had already called for. This is not an unexpected finding, as the plans of the applicants had been aimed at those measures. Among new measures, especially the development and improvement of villages, and the protection of the heritage of rural areas were chosen, primarily by the rejected local governments.

Q. 60. What would you suggest to improve the success of the SAPARD Programme?

The rejected applicants in question had various suggestions most of which referred to the reasons of the rejection of their applications. Their suggestions referred to the complexity of the business plan (56%) and the difficulties in compiling the annexes (60%), however there were rejected applicants who agreed with the strictness of the requirements and did not suggest any changes (16%).

3.4. Conclusions

· Public administration of agriculture must be modified and a comprehensive analysis carried out which will result in the separation of policy making from implementation and control functions, in a way that is transparent and accountable.

· The implementation of EU Rural policy and the application rules and their effective adaptation requires an efficient administration with a high level English speaking professional staff combined with an excellent communication strategy and program management skill.

· There is a degree of concern and some doubts emanating from certain sources regarding the setting up of a well functioning Paying Agency and the establishment of a fully operating Integrated Administration and Control system (IACS)

· The information on performance of the institutional framework demonstrates that a series of actions to improve the functioning of all institutions involved in the rural development program is called for.

· One of the main lessons learned is the need to develop a clear and solid strategy and consistent process, and to select highly competent and involved people capable of managing institution building and procedures.

· The application procedure appears unduly complicated. The amount of documentation and information required not always germane to the projects

· The economically viable business category for the first round of application was developed in very strict criteria; these criteria became useless and later on changed. The necessary modification process is very slow.

· The evaluation procedure for applications is complex and not always clear. It is a time consuming process with several ambiguous elements. It is easier to find reason for rejecting than approving applications

· The regional offices must build up their human and financial capacity. There is a need for well-designed and continuous training in both soft skills and technical areas. The Human Resource Department in ARDA should carry out a training needs analysis.

· There are a number of reasons why potential beneficiaries are not availing of SAPARD funding.

      The four main obstacles facing applicants include: 

· A general lack of finance including the ability to fund the project prior to grant aid.

· The high cost of application preparation for SMEs

· The complex application procedures including difficulties encountered in obtaining necessary paperwork.

· A long drawn out decision process within the organisations of State.

· A lack of confidence on the part of some applicants

· The reorganisation of ARDA resulted in the slowing down of the institutional building process. There are however signs of stability appearing. There is recognition amongst senior management of the need to adopt modern management techniques including the development of human resources, communications customer care and comprehensive training programmes.

The average processing time of applications is 110-120 days. One of the reasons for this relatively long processing period is that in the case of many applications, additional information was required.  The information in the initial submission was incomplete, and in many cases, completely unorganised.  The majority of those applying to SAPARD still have to learn the application procedures prevailing in the European Union.

3.5. Recommendations

· Continuous capacity building within Agricultural Administration at central and local level is a pre-requisite for the implementation of the common agricultural policy and rural development actions.

· The expansion and development of ARDA must be given priority in particular the development of the information technology system. 

· With increasing staff numbers the establishment of administrative procedures, including training need analysis and the subsequent preparation and implementation of relevant training programmes must be given urgent attention.

· Modification of the project evaluation process with particular regard to the scoring system should be reviewed.  This could help simplify and speed up the procedure.

· The dissemination of information on SAPARD should be undertaken through a continuous media and promotional campaign

· The business plan should reflect the size and complexity of project being undertaken. The idea of the “one fits all” approach to the development of business plans should be revisited.  

· The existing advisory service as it is presently constituted cannot provide a quality cost effective service for all potential applicants. The development of a more complete service operating through a much-expanded network is recommended.

· The quality of applications could be greatly improved through the dissemination of   examples of successful projects to potential applicants.  These could act as benchmarks for future applications. 

· SAPARD regional offices have a vital role to play in encouraging their clients to develop projects that are eligible for funding.  These offices however require a greater level of funding and human resource development if they are to meet their full potential.

· The time taken by Central Office staff to provide answers to the regional offices in matters relating professional or operational procedures must substantially reduced 

4. Monitoring

4.1. General overview

SAPARD Monitoring Committee (SMC) was established in accordance with EU regulations, 1268/99 and 1260/99. The Chairperson is nominated by the MARD.  Members are chosen from state bodies and the social and economic partners. The Committee meets twice a year. The SMC discuss and propose modifications and amendments to the SAPARD Programme. Technical assistance is available for both the SMC and the secretariat to achieve efficient and accountable management, maximise quality of implementation and ensure information about and publicity for the Programme. 

The SAPARD Agency is tasked to implement the project monitoring functions in the framework of SAPARD Program. The monitoring is intended to assist the success of implementation, registering the outputs and impacts of implemented projects, and on the spot control reports.

During the period of implementation and operation of the projects, monitoring takes place in order to insure supports reach their intended target. During monitoring data is gathered on progress of projects and the data are compared with the estimated values. Project monitoring examines the process and circumstances of implementation and renders assistance to elimination of difficulties arising during this period. In the organisation structure the spot Control Unit is operates in conjunction with the regional offices. Different organisational units carry out the monitoring activities of the SAPARD in the two different phases, implementation and operation.

Monitoring indicators of the SAPARD Plan cover applications associated with individual measures and with supported projects.

4.2. Organisation structure

In November 15 2001 the minister of MARD approved the SAPARD Agency. A second organisation, the Agricultural and Rural Development Agency was created in accordance with the 81/2003 (VI.7) Government Decree to operate from 1st July 2003.

The SAPARD Agency was under direct supervision of the Minister of Agriculture and Regional Development, and its organisational structure has been designed for the implementation of the SAPARD according to the provisions of the Multi-Annual Financing Agreement between the European Union and the Hungarian Government.

The head of the SAPARD Agency is the President, who is appointed by the Minister of Agriculture and Regional Development. The President is supported by the Secretariat. The Internal Audit Unit – ensuring its independence of the executive organisations of the programme – is under the direction of the President. The Presidential Co-ordination Unit is also under the direction of the President. Its tasks include advising, preparing decisions, quality assurance and control.

The President of the SAPARD Agency is directly supported in his work by deputy presidents. The President heads up the Agency in accordance with the provision of regulations and accreditation conditions. The tasks and competencies of the President are defined in legal regulations. He / She proceeds independently and reports on his activities to the Minister of Agriculture Parliamentary committees and management bodies of MARD. Project approval and payment authorisation are separate entities within the remit of two deputy presidents. The organisational structure of the SAPARD Agency corresponded to the structure approved during accreditation, and operated until July 1st 2003.

The regional offices operated as SAPARD Agency units, directed by office managers. The functions delegated to regional offices are limited to decision preparation and implementation, while decisions related to support and control of regional offices is the responsibility of the central Agency.

The organisation structure based on units and distribution of work within individual regional offices represents a useful basis for the distribution and separation of tasks and competencies in accordance with regulations. The implementation of these tasks in practice is a key criterion for the implementation of functions.

The second organisation structure was established on the 1st July of 2003 through a merger of the existing Agricultural Intervention Center and the SAPARD Agency. The new Agricultural and Rural Development Agency (ARDA) is headed up by the President with one post of Vice-President. The operational tasks are divided among directorates.

ARDA is the central body of administration. It operates independently throughout Hungary and has its own budget.  The Agency operates through a central office, as well as through its local offices.

Operating units directly under the direction of the President are:

· Internal Auditing Division

· Presidential Co-ordination Division

· Human Resource Division

· Legal Division

There are seven newly established directorates charged with carrying out tasks prescribed in the provisions of the managing authority, as well as the execution of tasks connected accession to the European Union.  There are as follow:

· Rural Development (SAPARD) Directorate

· Directorate of Direct Subsidies

· Market Subsidies and Foreign Trade Measures Directorate

· Economic Directorate

· Directorate of National Subsidises

· Organisational, Regulatory and Network Development Directorate

· IT Directorate

The Rural Development Directorate and the Economic Directorate within ARDA cover the responsibility for the SAPARD Programme. Other departments such as the Legal Department, Internal Control Department, Presidential Co-ordination Department and Human Resource Department, are directly control of the under the President. According to the plan of regulations dated in September, the handling the food industry applications is transferring to two units. These two units have identical regulations, but deal with agriculture and the food industry enterprises and local governments.

Besides setting up the structure of the Agency, it was important to built up the human resource capacity. In 2001 the total employees of SAPARD Agency was 166 persons, in 2002 was 286, and in June 2003, the number had dropped to 278 employees. Of these, 89 people worked in central office, and each regional office operated with 24-25 employees, which was within the authorised budget. Ninety one per cent of employees have higher qualifications, and forty four percent of them hold several diplomas. Eighty percent are regarded as having good language skills. The employees of the Agency include those with special professional expertise. Thus, for example, the employees of the Agency include auditors, property experts and valuators, construction experts, judicial experts, plant production and animal health expert.

In order to cope with accession the numbers employed in ARDA is expected to increase to nine hundred in the short to medium term.

The Human Resource Department of ARDA is preparing its training programs. A Training Committee is undertaking training needs analysis and the Training Department has the task of developing an annual training plan, which must be approved by the President.

In the autumn of 2001 a communication campaign was launched. The campaign grew became more intensive in August-September 2002, when after national accreditation, with the call for applications. Presentations were organised for potential applicants identified by regional offices (farmers, food processors, local governments and NGO’s) on the objectives of the SAPARD Programme, conditions of gaining support and evaluation of applications. Between January and March 2003, approximately 92,000 people participated in various presentations, conferences, seminars, exhibitions and fairs. At the trade exhibitions and fairs, all those interested were supplied with brochures describing the programme. More than one hundred thousand copies were distributed during this period.  The brochures were also available at agricultural offices, local governments, agricultural chambers and product councils.

The most important instrument of communicating activities was advertising which used various media. In total, more than 200 papers carried advertisements or articles and radio and television interviews took place.  Staff of the SAPARD Agency held more than 1000 presentation in the period indicated above.  It is estimated that approximately 1 million people were informed about the Programme.

Chapter VII
Conclusions and Recommendations

1. Review of Programme adequacy and consistency

The evaluators conclude that the specific objectives of the Programme reflect the development priorities conducted from the SWOT analysis. The objectives of the measures are relevant to the strengths and weaknesses identified.  As to whether project assessment criteria and selection procedures are consistent with the objectives of the programme and that of the individual measures. The evaluators conclude that due to the application only of economic viability, efficacy, efficiency and effectiveness criteria for the project evaluation, measure specific objectives as stated in the SAPARD plan are not supported by the selection criteria. Since more budget was available than claims of approved projects, the SAPARD plan selection criteria should not be applied to score the projects.

Only four out of nine measures have been implemented. It is proposed to implement two more before the end of the year. The combination of the selected measures is not in harmony with all priorities and objectives and expected impacts on agri-environmental improvements and adaptation to rural areas. The evaluators also state that the main socio economic and environmental situation has not changed significantly to modify the needs and priorities stated in the ex ante evaluation of the SAPARD Plan. Reviewing the development of the socio economic situation the following can be highlighted:

· There is a growing disparity between rural and urban areas in terms of economic development, 

· The investment rate in the agricultural sector remains low,

· Productivity, especially among the small private farms has not improved,

· There is a low level of education especially among private farmers,

· Land registration is not yet completed,

· There is low vertical and horizontal co-operation. There is much interest in, but slow progress towards the establishment of producer organisations.

1.1. Recommendations

· There is an absolute imperative on the SAPARD Agency to speed up the application process if the measure objectives are to be met, otherwise some SAPARD funding will be lost.

· There is a need for some modification of the evaluation criteria and assessment process. When dealing with economic viability, efficacy, effectiveness and efficiency, the circumstances of the applicant and the specific agricultural needs should be given due consideration.

1.2. External influence on Hungarian agriculture

Summarising the changes in Hungarian agriculture and rural areas the following conclusions can be drawn:
· The definition of less favoured areas allows development of an area-based approach in agriculture and rural development. This approach was emphasised in the ex ante evaluation and it is recommended that OPARD follows the same system. 

· Following the remarks of the SAPARD ex ante evaluation, the subsidy rate and the allocation of funds between the different measures within OPARD should follow the SAPARD model.

Quantification of resources, outputs, results and impacts

The evaluators note that the decision on the allocation of financial resources should have been based on a better-defined strategic approach. The absorbsion rate was overestimated for measure I. and account was taken of the potential number of applicants. The programme strategy should have been based more on identified needs and realistically quantifiable targets.  There was however no updated data available and no clear guidelines from the EU on defining indicators. 

2. Programming procedure of SAPARD Plan

2.1. Programming

According to the focus group discussions and the questionnaire-based surveys among the stakeholders at national level, it should be noted that the overall programming process was neither clearly organised nor effective. High-level decisions were taken too late. Parallel planning occurred at micro regional and national level. The needs expressed in the micro-regional programmes were not taken on board in the national level planning. This was due to the inconsistent time frame and the SAPARD Programme’s narrow financial and legal constraints. This combined with the late start of the SAPARD implementation caused disappointment in rural areas.

Regarding the partnership approach it can be stated, that the social partners were informed at the different stages of programme elaboration, but their involvement was negligible. The involvement of the regional and county representatives of MARD in participation in, and commenting on, the national SAPARD programming process was poorly organised and occurred too late. 

2.2. Design of the measures

Some interviews expressed scepticism in the consistency of strategy for the future development of agriculture and rural areas in Hungary. They claim this became very obvious during the planning procedure for SAPARD.  It is clear to the evaluators that during the programming process a wide range of needs and requirements in the agriculture and rural sectors were identified, without first scoring or ranking the need for and level of urgency.  The most frequently highlighted answers/comments were that the priorities of SAPARD could only partly meet the needs of Hungarian agriculture and rural areas.  The evaluators believe that the SAPARD message was exaggerated and oversold, thus creating unrealisable expectations in the minds of some people.

The evaluators conclude, that the structure of measure I does not comply well with best business practice. For sub measure 1111 (machinery for crop production) and for sub measure 1114 (building and construction for crop storage) two different application forms must be submitted. This is costly and time consuming to both the applicant and the technical officers responsible for the project evaluation. The investments (including machinery and storage facilities) should - from a practical management point of view - be implemented as one project. The same problem occurs regarding the sub-measure for energy supply to rural enterprises due to the unnecessary reduction in eligible costs.  

Regarding the subsidy rate, it should be noted that the conditions of the rate of public contribution are set horizontally for each measures. For example, there is no preferential treatment for companies or holdings, which are located in less favoured areas. The same is true of potential beneficiaries such as young farmers and women.

According to the findings of the focus group discussions and interviews with applicants, limited own funds and  post financing are major obstacles to absorption of SAPARD funds. The measure specific criteria set out in the SAPARD Plan were not properly considered in the implementation phase due to the evaluation practice applied (the business plan assessment became eligibility criteria). Also there were more resources available than the financial needs of the approved applicants. Thus all eligible applications were supported regardless of the scores obtained through the SAPARD Plan ranking.

2.3. Recommendations

· Better quantification of needs of the rural areas and the calculation of the possible uptake could have lead to a more appropriate budget allocation.
· The strategic planning approach should be based on an in depth analysis which assess the extent and level of urgency for identified needs.

·  A strategy on prioritisation of needs according to budget allocation is called for. This could also support progress on the discussion of the budget allocation between agricultural and rural development measures. 

·  Set up a strategic planning process in an appropriate institutionalised way, which would encourage the programming process for Structural Funds for the period 2007-2013.

·  A more integrated approach with other related policies like regional development should be enforced.

· Establishment of a strategic planning unit with the representatives of the relevant fields, to manage the development of an overall consistent strategy through co-operation and partnership. 

· The design of the support schemes could be done according to good business management practice. A greater involvement of representatives from professional sectors would support this approach.

· Since the possible maximum public contribution (acc. to the SAPARD regulation 1268 / 99) is not fully applied in sub-measure 111 (40 % subsidy rate for purchase of machinery) and in measure II. (40 % for investments in the processing sector) a differentiation of the subsidy rate should be considered, taking into account the location, size and ownership of a beneficiary. This could encourage the participation of SMEs, young farmers or enterprises located in the LFAs. The low absorption rate, especially in measure I. could be improved. 

· The application of economic performance criteria, as it is carried out in the assessment of the business plan, and the application of SAPARD plan selection criteria should be reconsidered. The evaluators recommend combining both scoring systems and to take into consideration the results of both scoring procedures, thus obtaining a wider picture of the impact of the assisted project on the objectives of the measure

· Improve the efficiency of programming through the creation of a motivated workforce and a much-improved working environment. This can be achieved through training in soft skills, such as teamwork, team building and communication skills, for the stakeholders involved in the elaboration and implementation of rural development programmes.

· A greater degree of preferential treatment should be granted to small companies or holdings, which are located in less favoured areas. The same should apply to potential beneficiaries such as young farmers and women.

3. Implementation

The evaluators would like to stress that the staff of the SAPARD Agency and the Regional Offices of the SAPARD Agency wish to carry out their duties in the most efficient way possible. They would like to see procedures, which could simplify the system of application management. The rationalisation of the internal operational manual is under process.  There appears to be a continuous turnover of staff at all levels of the SAPARD Agency. If this is allowed to continue, it will have a serious negative impact on the efficiency of programme implementation.  Recently a management committee was set up between the SAPARD Agency and the Managing Authority. As a result, there is some evidence to suggest that communication and co-operation between the Agency and relevant departments of the Managing Authority has improved regarding the exchange of data and information. The existence of this committee should also help in reaching agreement on important details.

3.1. Promotion and provision of information

A broad communication strategy was developed to disseminate information on the Programme.  The survey of applicants shows that most (61%) regard access to information on the Programme as good. The events they attended were helpful, and according to the interviews significant importance was placed on the usefulness of the Internet.

3.2. Application procedure

A majority of applicants stated that the information provided by the SAPARD agency during a consultation meeting was helpful.  At the same time, they also stated that the call for applications and the information and instructions in the application guideline were unclear and could be made more user friendly.  Officials at national level and the participants in the focus group discussions highlighted the same concern.  The applicants also had problems in obtaining the required certifying documents from the authorities in time to meet deadlines for the SAPARD application. This is happening despite the fact that there exists an agreement between the Agency and the authorities to speed up the supply of requested documents to the applicants. Tight deadlines in case of the first round of call for submissions resulted in a high rate of incomplete applications. The paper-based system causes an unnecessary additional workload and increases the risk of errors.

3.3. High rate of rejections

The evaluators conclude that the extremely high rate of rejected applications increased the administrative load, and is another important reason for the slow implementation of the programme. According to the information provided by the monitoring information system (30 September, 2003) 1640 applications have been submitted. Out of this, 827 projects have been rejected which is about 50% of the total number submitted. So that a rejection rate of more than 50% occurred in measure I. “investments in agricultural holdings”. The most frequent reasons for rejections were (ranking according the frequency):

· Missing documents were not provided in time,

· Investment / applicant is not eligible,

· Project withdrawn,

· Project is economically not viable,

· Result of on-the-spot control

The first two reasons are apparent even before the application goes through the evaluation procedure. This explains why an already high proportion of projects rejected before the evaluation on economic viability, efficacy, efficiency and effectiveness and measure specific criteria are carried out. The survey for the rejected applications shows that about 40 % of the projects failed before they proceeded to their respective evaluation procedure. 

The conclusion can be drawn that the high rate of rejection is partly caused by a lack of precise information on the general eligibility and assessment criteria. The evaluators note that the necessary information on the general eligibility criteria does not meet the applicant’s needs adequately. The criteria on the business plan assessment were not transparent or accessible for the applicants to see whether they were eligible or not. 

Summarising the above findings, the evaluators consider there is an obvious need on the part of potential applicants for clear instructions and guidance before they develop their application.

The lack of clear and precise instructions, coupled with the failure to provide correct certification causes an additional administrative burden and loss of money and time by the applicants. Clearer and more transparent eligibility criteria would save on the cost of putting together ineligible applications.

3.4. Preparation of the application

The complexity of the business plan was also mentioned as an obstacle for potential applicants. This is especially true of small companies who have problems in collecting all the necessary data and figures required for the business plan. Those surveyed highlighted the fact that the collection of permissions and authorisations from the different authorities was a bureaucratic nightmare and one of the most difficult tasks undertaken during the development of the application. 

The average time from submission of application until the applicant receives information on acceptance of the application is over 30 days. The majority of applicants surveyed signed the contract 210 days after submission. This relatively long processing time is a result of the high number of applications received over a short period of time. 

3.5. Absorption of the programme

The main reason for the slow uptake was the delayed start of the programme implementation due to the slow establishment of the institutional system. The other reason is the lengthy evaluation procedure. The slow uptake rate in the case of measure I was due in part to the overlap with the national support schemes, which are more familiar to the applicants and easier to obtain. In the case of measure II the reorganisation of the tasks and responsibilities of application processing caused a major delay. In the case of measure XII, available financial resources did not meet the demand. After committing the money available, eligible applications had to wait for the reallocation of funds. The slow uptake of funds allocated to technical assistance is mainly due to the over complicated public procurement procedure, which has to be applied in the case, when the Regional SAPARD Office intending to organise technical assistance. Another reason for low absorption is a lack of matching the financial resources of potential applicants. 

Recommendations

· Given the high rate of rejected applications over 50%, which is much higher than in other applicant countries, a system must be put in place whereby those whose applications have been rejected are informed as to the reasons why. An invitation to re-apply should be sent out, together with clear and precise information aimed at making right any mistakes made in the original application. 

· Forums aimed at providing detailed information for potential applicants should be organised on a continuous basis by officials in the Regional Offices. 

· Development of clear and simple guidelines and instructions for applicants in general and specific eligibility criteria, as well as on the business plan assessment criteria should be given immediate consideration.

· Better definition of eligible costs, activities and conditions in the call for proposals is required.

· Review the list of annexes (justifying documents) in terms of their necessity. Clarify the given deadlines for submitting the missing documents against the time needed to obtain them from the relevant authorities. 

· Closer involvement and preparation of the different authorities involved in providing certifications could avoid delays.

· Reconsideration of eligibility criteria and combination of criteria in the assessment of the business plan is called for.

· Develop a tailor made business plan that takes into account the type and size of the project, beneficiaries, type of accounts required in the different types of enterprises and municipalities. The “one size fits all” approach to business planning is not best practice. 

· The application processing procedure should be accelerated by simplifying the administration system, eliminating bottlenecks already recognised, better distribution of tasks and responsibilities within and between the central and regional offices, better structured and more user friendly design of documents used by administrations.

· The communication flow must be improved between the central and the regional offices. There should be an ongoing procedure for the simplification of the administration. 

· A more simplified system should be developed in order to encourage applications from small and medium sized companies. They require an application system, which is easily understood and is more appropriate to their business management practice. 

· An upgraded advisory service should be provided for potential beneficiaries to help in the development of project ideas and to assist in the elaboration of the application.

· Introduction of a two-step application procedure should be considered. In the first instance the applicant submits the project - outline including a list of investments, and the time and budget framework to an appropriate expert or organisation for consideration. At the same time the applicant submits a support request for technical assistance for training and advice on the development of the application to the National Extension Network. By adopting this proposal, a large number of projects could be eliminated or sent back for further development before the application process starts. Thus the development of an application for projects, which will obviously fail the eligibility criteria, can be avoided. 

· Government should encourage the closer involvement of banks and similar financial organisations. Arrangements with commercial banks to provide soft credit for SAPARD applicants could be enacted by way of government subsidised interest rates.

· There is a need for a tailor made IT system  

· Improve the internal and external communication to take account of the experience and lessons learned from practice.

· Establish a facility for interactive communication for receiving and processing information and information needs of potential applicants, and provide a forum to give answers to the most frequent questions.

The evaluators consider that putting together an application is an excellent opportunity for owners of small holdings to confront the management and economic pressures of their business. They must prepare business and financial forecasts, to support future business growth and development. The elaboration of the business plan is a worthwhile exercise for business managers. Basic management training for the owners of small businesses which could include subjects such as business finance and accounting, marketing and the development of business plans is crucial. This approach eliminates the need for expensive external advisors.
The Austrian experiences for the application of rural development programmes:

Due consideration should be given to the experience of Austria, which has been a EU member state since 1994, and where a tailor-made application procedure is implemented. The Austrian approach should be  considered with regard to the different farm accountancy systems, legal status of farm businesses and the different legal provisions of Rural Development programmes applied in the EU member states and the pre-accession aid from SAPARD.

Because of the small-scale structure of the Austrian agriculture about 90% of the Austrian farmers are not obliged to make complex book keeping. The application for the investment support for agricultural holdings under rural development foresees the preparation of a comprehensive farm improvement plan beside other application documents. The farm improvement plan has to contain a detailed description of the status of the farm (production, yields, number of livestock, income, etc) and the economic performance of the farm, which is calculated on the basis of standard gross margins per productive sector.  The impact of the investment has to be demonstrated in the farm improvement plan including the impact of the investment on the gross margin of the assisted sector of the farm. 

3.6. Scoring system

After the general eligibility check, the scoring system currently in place, is used to access the business plan according to the measure specific criteria set out in SAPARD.

The criteria on economic viability, efficiency and effectiveness favour the larger and better performing companies. They safeguard the system from loosing money through not supporting enterprises with high financial risk.  On the other hand this has the potential to exclude many applicants with good projects from applying due to the fear of failure. The evaluators would like to highlight the dead weight effect of the programme identified in the project files. This was very evident in measure II, in the dairy sector for all companies making an application a dead weight effect was identified. The dead weight effect was identified for 64 % of projects in measure I, 73 % of projects in measure II, and for 38 % of the projects in measure XII. It must be stated, however, that companies or organisations with very good ideas may submit some of these applications, but for various reasons the commercial banks will not offer finance. The evaluators conclude, however, that there is a possibility that about 54 % of the assisted projects could be carried out without support.

The evaluators also conclude that the evaluation criteria on economic viability/ efficiency/impact are unnecessarily strict, and there is a need to modify and improve the  applied system.  The evaluators agree with modifications introduced in May 2003 to approve the economic viability and see a further review of the criteria necessary. 

Furthermore, the evaluators consider too much emphasis is put on the financial assessment of the application and too little on how far the project could contribute in meeting the objectives of the measures. In measure I, and II, there is no criteria foreseen which would assess the closer vertical co-operation and harmonisation of supply and demands of agricultural production and processing, or the linkage to other projects such as rural tourism or energy generation from agricultural waste (manure from animal husbandry). 

The share of small companies with approved applications is underrepresented. In measure I about 38 % of approved applications are from small holdings and they have a share of 19 % in the committed funds. In measure II, 60% of approved applicants are from small-and medium-sized companies, which account for about 47% of the committed budget. 

Recommendations

· The set of financial indicators used to approve the financial viability should be refined. They should be measured against realistic ratios and figures which are representative of agricultural holdings / processing enterprises and newly established business activities in the rural areas. The size of a company, the legal format, the business history and evolution should be given more weight in this respect.

· The evaluators would like to stress that the use of strict commercial criteria are not in all cases applicable for the assessment of rural development programmes. The objective is to allocate money to those who have the greatest need and the potential to become viable due to the assistance offered.

· Regarding the dead weight effect, consideration should be given as to how to deal with very successful companies. Should they be excluded from support generally? On the other hand their leading function could encourage other potential companies to look at developments in the fields of better market orientation/ exports / innovative production. A stronger emphasis put on vertical and horizontal co-operation in supply and demand could support this development.

· The scoring system should reflect the contribution of the project to meet the objectives of the measure. Criteria approving this could have more weight against the economic performance indicators. The assessment criteria set in the SAPARD plan partly cover this already. 

· Small agricultural holdings and processing companies who produce and sell on the market are an integral part of the Hungarian agriculture and the rural economy. Their access to the programme could be improved by the introduction of a two-step application procedure and more simplified application as  already mentioned. Such organisations have the potential to act as a catalyst in the development of rural areas. 

3.7. Monitoring information system

The monitoring system mainly collects data on the status of the application / approval/ rejection/ contracting/ payment / control procedures and on the financial management procedures. The evaluators conclude that the indicators, mostly output indicators, stated in the SAPARD Plan are not yet collected by the monitoring information system. The missing IT system and the understaffed organisation makes the establishment of a proper monitoring information system impossible.

Recommendations

· The definition of result and impact indicators for monitoring and evaluation should be created and quantified.

· An IT supported monitoring system could encourage the establishment of a well functioning system.

· Increase the staff dealing with monitoring   

· Additional analytical capacity within the monitoring system is required which can highlight potential difficulties within the approval process thereby accelerating the absorption rate.
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