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1 Introduction/Executive Summary

The purpose of Interreg IIIA Community Initiative to promote permanent growth and
connection of cross-border regions by eliminatihg existing social and cultural obstacles
and consequences of the marginal position of baetpons.

The aim of this study is to present the main reswof the Hungary-Romania-Serbia-
Montenegro Neighbourhood Programme (NP), identffyihe key information on this

programme.
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2 General description of the programme

The economic features and structures, and theasities and complementary characteristics
regarding specific sectors, offer a solid basisdaltural, economic and social co-operation
between the actors of these three countries ibaohaéer area. But the co-operation is hindered
by several physical and soft deficiencies, sucthasunderdeveloped infrastructural features
of the border crossing points, resulting in a logvel of border permeability, weak
connections among the national transportation ndisyathe infrastructural shortages, or
inadequate economical co-operation, lack of comemvironmental protection interventions
etc. This programme focused on the establishmeasséntial pre-requisites of co-operation,
and using various means, inspired the actors tabkst and develop cross-border

connections.

2.1 Eligible area of the programme

The eligibleHungarian border area is located in the south-eastern patiuafary, covering

a significant area (one third) of the total aredahef country; it is part of the Hungarian Great
Plain. A number of rivers cross the border countiasluding the two biggest rivers of
Hungary, the Danube and the Tisa; the rivers ale& the border region with the
neighbouring countries, thus offering specific ogppoities for cross-border co-operation. The
following counties are in the programme area: Skkab8zatmar-Bereg, Hajdu-Bihar, Békés,
Csongrad, Bacs-Kiskun. The five counties represeet one quarter of the total population
of the country; the population density is 82 hatitem2, (Hungary: 109 habitant /km2,
EU15: 118 habitant /km2) which reflects the mainiyal character of the area.

In Romania, the eligible border area is located in the nortlsten and western part of
Romania and has a surface of 28,413 kmz, represeh#% of Romania’s territory. From a
geographical point of view, the area includes alhrfs of terrain, from plains to hills and 12
mountains, and important rivers that cross the éoadea, namely the Mures, Cris, and Tisa.
The multiethnic population living in this area aoats for about 9.6% of the total population
of the country. The population density is 74 inkahis/km2, with higher values in the
northern part (82-88 km?), which is still lower thanational average density of 94
inhabitants/km2. The following counties are in gregramme area: Satu Mare, Bihor, Arad,

and Timis.
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Map of the programme area

— Hungary-Romania, Hungary-Serbia and Crna Gora Inerreg Programme, 2004-2006

Source: Program Document

In Serbia and Montenegrothe eligible border area is situated in the northgart of the
country, covering 24.758 kmz2, which represents 28%erbia and Montenegro’s territory.
There are various terrain types: plains and twoomhills (FruSka Gora and VrSacki Breg).

Hilly forms of terrain are also present in the $owestern part of the eligible area. The major

3
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rivers that cross the border area are the Danubea &nd Tisa. A system of hydro
accumulative canals (Danube-Tisa-Danube) can lmefalsnd here, and there are also five
large lakes (Ludos, Palic, Bela Crkva, Belo blatog Obedska bara). The population living in
the eligible border area accounts for almost hdlthe total population of the country
(48.12%) and similarly, is also characterised bymaltiethnic structure. The average
population density is 146 /km2, with higher valuasthe metropolitan areas (148/km? in
Juzno-backi district and 489/km? in Belgrade), ihaoverage is significantly higher than the
national average (97/km2), as well as the EUl5aneer The following districts are in the

programme area: Zapadnoeéka Severno-b&ki, Severno-banatski, Juznodid Srednje-

banatski, Sremski, Juzno-banatski, and Beograd.

Main indicators of the programme area

— Hungary-Romania, Hungary-Serbia and Crna Gora Inerreg Programme, 2004-2006

water

Indicator Territorial dimension / Value
HU RO SE
Surface of eligible area (km*) 30 486 28413 24 758
Paopulation of the eligible area 2513 666 2102 246 3608 116
Average population density in the eligible area (head / km?) 82.45 74 146
GDP ! capita (% of EU15 average) 36.58 25 B.63**
Average unemployment rate (%) 6.4 5.0 13.9%=*
Share of arable land (%) 713 716 77 dnfa
Proportion of dwellings connected to public sewerage (%) 34 96 F-HT1* 20
Owverall territory of natural parks and landscape protection areas (ha) 265 842 33700 43 000n/a
HU-RO HU-SE
Barder crossing points 12 8
of which railway 4 1
road & railway 2

* Proportion of localities with sewerage, differs between counties.
** National level dafa.

*** Vojvodina regional level dafa.

Source: Program Document

Cross-border co-operation between Hungary, Roman@ Serbia and Montenegro were

based on the following strategic objectives:

+ To establish and develop the physical and infratinal systems supporting co-

operation.

« To establish and develop a joint system to proéect capitalise on common natural

resources promoting sustainable development.
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+ To reinforce economic connections between the bordgions in order to boost
sustainable economic development building on jagsets.
+ To develop social and cultural coherence amonglpeol communities.

The Cross-border Co-operation Programme in the HuggRomanian and Hungarian-
Serbian border areas was trilaterally elaboratexiséch, it laid the foundations for using
funds:

« from INTERREG IlIA, allocated to Hungary for the Hgarian-Romanian, and the
Hungarian-Serbian border area;

» from the Phare Cross-Border Co-operation Prograf®®C) in Romania allocated
for the Romanian-Hungarian border area;

» from the CARDS programme to support cross-bordepmaration on the Serbian-
Hungarian border. The CARDS financial contributitinthe programme will come
from the CARDS regional budget (funds allocatedNeighbourhood Programme)
complemented by the CARDS National Annual Prograrfon&erbia.

In practice, under this trilaterally developed pwygme, two different bilateral programmes
were implemented in close co-operation with theegoance of a joint management structure.
The reason for the separated, but coordinated mgieation was the use of different
financial instruments regulated by various ruleg procedures.

The Hungary — Romania Cross-Border CooperationrBnogne was prepared in line with the
newly developed concept of Neighbourhood Programatesg the border of Hungary and
Serbia and Montenegro for the period of 2004-2006.

The neighbourhood programme concept ensured thabpibg to develop projects in close
co-operation between partners on the differentssafethe border. Basically three types of
projects could be foreseen: joint project (Hungar$erbia and Montenegro); mirror project
(Hungary — Serbia and Montenegro, Hungary — Romamaividual project (Hungary —
Serbia and Montenegro, Hungary — Romania). Trigdt@int projects under this Call for
Proposals could not be submitted due to the difie@ein PHARE CBC implementation
system.

The call for proposals were open to applicants atgonon-profit legal persons established by
public or private law for the purposes of publiteirest or specific purpose of meeting needs
of general interest, and who have seats or a ralfiocal branch in the specified programme

area. Eligible applicants must have at least omm@afrom the other side of the border.
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The subject of the Call for proposals is the ceadficing of projects corresponding to the
following measures within Priorities 1 and 2:

Priority 1: Strengthening the spatial, physical amdrastructural integrity of the cross-
border area

1.1 Improving cross-border infrastructuiiéhis measure focused on development of the

different types of transportation infrastructure tbé border regions, and the border
crossing points in order to facilitate efficientrder management. The projects financed
under this measure should contribute to the dewsdop of cross-border commercial
activities, tourism and the free movement of lab&urority should be given to projects
contributing to an improved accessibility of tomnisattractions. Given the size of the
funds available, mainly small scale projects ofalocharacter would be supported;
projects aiming at the preparation of large-scalestments, however, may also be
eligible, if the cross-border benefits of the pladninvestment were clearly
demonstrated. This measure should concentrate ynamleliminating bottlenecks in
areas where other funds were not available.

1.2 Addressing common challenges in the field ofiremnmental protection and flood

prevention This measure was aimed at the joint protectiothefenvironment and the
natural assets of the area, with primary focushengrotection of the common water
aggregate and surface waters, as well as on jtood fprevention activities. The
interventions constituting the measure should diyecontribute to specific objective
No.2 (To establish and develop a joint system totgmt and capitalise on common
natural resources promoting sustainable developmé&ntthermore, all interventions
within this measure had been designed to strongipart the establishment of the basic
pre-conditions of the sustainable development efatea, thus directly contributing to

one of the key horizontal objectives of the Progream

Priority 2: Promotion of co-operation initiativesniorder to facilitate the integration of
markets and enhance coherence between local sxieti

2.1 Development of business infrastructure and jpirsiness servicedhis measure,

was aimed at establishing an inspiring businessramwent that included a co-
operating network of various business infrastruetéacilities, offering high quality
business services with special attention to sesvétgporting cross-border business-to-
business co-operations. The interventions withis theasure should directly contribute

to specific objective No. 3 (To reinforce econorsonnections between the border

6
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regions in order to boost sustainable economic ldpweent building on common

strengths). The types of projects financed undex measure might include mainly
small-scale investments in the creation of newrmss infrastructure facilities, such as
business incubators, technology and innovation resntindustrial parks and trade
centres, as well as the development of existing.one

2.2 Support co-operation of enterpris€his measure was intended to support specific

co-operation initiatives, providing opportunities fSME's from the partner countries to
enhance cross-border business links. Interventaorsstituting the measure should
contribute to specific objective No.3 (To reinforeeonomic connections between the
border regions in order to boost sustainable ecandevelopment building on common

strengths).

2.3 Encourage cooperation between institutions emm@dmunities This measure was

primarily aimed at encouraging cross-border costactd co-operation at regional and
local level, mainly in the fields of cultural, satiand sports co-operation, as well as
institution building. Priority would be given to gects that enhance the multicultural
traditions of the area.

2.4 Promotion of co-operation in the field of RThdahuman resource development

This measure was aimed at enhancing co-operatidhenfields of human resource
development as well as research and technologea¢ldpment. Priority would be
given to RTD and HRD projects with relation to sestrelevant for the economic
development of the border regions. HRD activitegeéted at disadvantaged groups, or
women would also enjoy special support under theasuare. Interventions within this
measure should directly contribute to specific otiye No. 3 (To reinforce economic
connections between the border regions in orderbdost sustainable economic
development building on common strengths).

The financial plan of the Hungary — Romania and Hungary — Serbia Montenegro Cross-border

Co-operation Programme is presented below, and is relevant to the whole eligible area described

above (data are given in euro). The ration of the grants between measures was modified because

of the different demand of the applicant.

The success or otherwise of the Programme of Gyosder Co-operation and Neighbourhood

Programme, both representing a new concept reltdiearlier interregional programmes, the

feasibility of shared project ideas, the attaingbof actual objectives, a wider applicability

of the new forms of cross-border co-operation ddpemthe quality of the content of the calls

for applications, the existing needs of applicartd the coincidence of needs. In the light of
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the results it is safe to say the Interreg IlIA gnamme was launched to eradicate existing
problems on the Hungarian-Romanian and Hungariabic8e border regions, a fact

evidenced by the high number of the applicatiomsstied.
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Hungary — Romania|

Hungary-Serbia &

Cross-Border Montenegro
. _ Total
o Cooperation Neighbourhood
Priority Measure Component
Programme Programme
Re- Re- Re-
Plan . Plan _ Plan .
allocation allocation allocation
. i - Constructin
Priority 1. .1'f1 '”:prot" ITg) GROERA eI s “9 |7 558 5278 466 6464 3 454 919 3 870 00911 013 44| 12 336 653
Strengthening the [nfrastructure Planning
insffgislﬂlcrt)gésllﬁligaﬂt 1.2 Addressing common challengeg inConstructing
9"Mthe field of environmental protectior| 7 558 527 6 650 40§ 3 454 91§ 3 039 82611 013 44| 9 690 234
of the cross-border ar : Plannin
and flood prevention g
2.1 Development of business infrastructure and join |, 548 404 » 340 3561 009 437 1 069 7513 217 842 3 410 107
business services
Priority 2. 2.2 Support co-operation of enterprises 788 716 | 716 402| 360 513 | 327 4591 149 229 1 043 861
Promotion of co- People to peopl
operation initiatives ifb 3 Encourage cooperation betweep __actions _ i i
'order to facilitate theistitutions and communities remm——— 13145271 341823 600 855| 613 3321915384 1955 155
integration of markets buildin
g
and enhance coherer
between local societig
2.4 Promotion of co-operation in the field of RTBda E
human resource development 946 459 | 859 526| 432616| 392880|1 379 075 1 252 406

Financial plan and reallocation of sources in HU-RGCG/SER 2004-2006 Programme

Source: Programme Document
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3 General method of programme evaluation

The starting point of our analysis was the programgndocument, which contains the
objectives, measures and indicative financial pitme programme. Our task was to compare
the actual values of the programme implementatmnthe ideal state described in the
Programme Document.

During the whole evaluation process we rested upendata sources delivered VATI to us
(Annual Implementation Reports, the filled applioat forms, progressive reports, PIR
reports, as well as JSC and JMC minutes). On thashbaf the PIR reports we have
constructed a data base from which we are ablebtairo data in different structures. The
values of the output indicators were generated fiotarreg Monitoring and Information
System of Hungary (IMIR).

In order to compare the financing data of the progne implementation to the indicative
financing plan, the national currency should bevested into EUR. The exchange rates were
calculated for the time spans between the appuviie projects and the theoretical end of
all projects (till this date should all projects aecomplished). The applied exchange rates
were calculated by averaging the monthly averagdaxge rates of the Hungarian National
Bank'.

In case of the Cross-border Cooperation Programomegaty-Romania and Hungary-Serbia
and Montenegro 2004-2006 these time spans and gevepechange rates are the following

(for projects with Hungarian beneficiaries):

First selection Second
Category round (1CfP)| selection round
(2CfP)
Approval of the projects 12/2005 03/2007
Theoretical ending date (ca. last pay-off + one¢  10/2008 10/2008
month)
Calculated average exchange rate (HUF/EUR) 255,04 49,82

We carried out the consideration of the projecicatbrs on the basis of indicator table in
final report. Also among projects in the same messsithe comparison and consideration are

very difficult due to the diversity of the indicato In the case of both Priority we tried to

1 .
Source of the monthly average exchange rates:
http://www.mnb.hu/engine.aspx?page=mnbhu_statisizti#dosorok

10
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drawn up 15 indicators which demonstrate right theult and outcome. We took into
consideration both output and result indicatorsvall (in case it was possible). In order to
identification of the real results and outputs loé fprojects we considered just the specific
indicators — independently from number of copiesnt number of pieces, and from any other
deforming factors. It means in our opinion the clated results of the programme would be
disfigured if studies with 200 copies or 100 pieoésffice chairs were not registered as one
supplied instrument or complied studies.

In the future all participant of the programme @eomme managers, beneficiaries, experts of
evaluation process etc.) will be favourable if therere some compulsory indicators also in
the Programme documents, by the help of them thgutaiand result of the projects would be

comparable, manageable and determinable.

11
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4 General analysis of programme results

The guarantee of smooth, shared development ibdhger regions involves two factors: one
is the quality of cross-border co-operation anddtteer is the fullest possible realisation of
sustainability. The success or otherwise of the ddmytRomania and Hungary-Serbia and
Montenegro Co-operation in the Border Region Pnogna can also be measured using these
two factors. Accordingly, the most important objeetof the programme is to strengthen,
through the project, cohesion in the border regiote cross-border socio-economic
relationships between beneficiaries and their gastncontribute to the development of the
development of the programme area and add a signtfivalue to cross-border co-operation.
This required a change in attitude and way of tihiglas well as partnership co-operation on
the part of the project hosts during the prepamagiod implementation of the project.
Compared to earlier programmes, the project hasiklaely on their existing relationships in
shaping joint projects, which were the continuatdra project financed under Phare CBC or
Small Project Funds or completely new ones; thgeptgartners got to know each other’'s
organisations and established a logical structuréhie projects in the course of planning. The
relationships that are of varying lengths exertsstborder relationships of varying quality,
however, both projects that were the continuatibrearlier projects and new ones were
considered in the evaluation process, whereby raaticpants were also able to join. For the
time being, the cross-border effect of the impletedrwinner projects and the quality of the
partnerships that they have created are diffiaulagsess objectively. Only at the follow-up
stage will we be able to obtain relevant informatan the actual networks of relationships
that have evolved.

Another equally important consideration, which, lewer, was not adequately emphasised in
the evaluation process, is financial and instinaiosustainability. It is highly important, if co-
operation also continues after the project penndreover, financing should not be limited to
supporting the forging of relationship; rathershiould also help the very first steps of further
co-operation. It is hard to assess the viabilitytleé above on the basis of application
documentations and project reports. The resuligudé a number of projects hardly survive
the project period. Relationships are not strongugh to continue operating on their own,
without more support. A further problem is that jpods that offer little in the way of
sustainability or quality co-operation also receiv&upport. Given the limited amount of

available funds, future calls for applications dkooptimise their allocation in terms of

12
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sustainability in such a way that they rely on teperiences concerning the Interreg
Programme.

Expert guidance and oversights in the implememapimcess should also play an important
role in strengthening relationships. Efforts willie to be made to ensure that intermediate
bodies and external business undertakings seldoteéde public procurement process to
perform oversight functions each have a staffihhatlequately trained to be able to assess the
professional content of the projects during the lemgntation process. Project progress
reports and on-site inspections should both focumsfimancial implementation, with the
professional aspect forced to keep a low profitemly opinion, such practices may lead to
prospective applicants’ referring to activities foemed jointly with partners merely to be
able to receive support, when in reality no acfwafessional content exists or no partnership
exists. This may precipitate perilous processebdrsense that control will miss the chief aim
of the programme, i.e. the one that makes it unidgea result, it will be equally unable to
facilitate social and economic cohesion to therddsextent and contribute to the mitigation
of regional inequalities. In order to prevent sypdssibilities, close attention will have to be
paid to the verifying of institutional and finankgaustainability and the realisation of the long-
term indicators of the winner projects in the fallap period. In addition, an evaluation of the
results may also provide useful experience andndion for project hosts and the (control
and intermediate) bodies concerned.

In summary, the Hungary-Romania and Hungary-Sexbé Montenegro Co-operation in the
Border Region Programme launched in the framewbtkelnterreg IlIA programme has set
promising processes in motion which will enter arenmature stage in the programming
period. Currently, joint concepts and actions arestiy limited to certain geographical
regions and the number of beneficiaries is modgbiyt,( fortunately, not always) equally
limited. A favourable development is that, than&kgtie programme, initiating and fostering
bilateral relations are now the responsibilitiedamfal councils (or the institutions owned by
them) and civil organisations (associations, nasffporganisations providing assistance for
the pursuit of business activities, regional omldostitutions of public bodies), where a wide
variety of co-operation has been or will be crealét initial stages of co-operation are now
over; joint activities, programmes, actions, meggiand events have been organised, which
all ensure the continuous operation of the relatigm network. The success of the above has
been instrumental in creating higher quality relaships. Furthermore, in addition to
strengthening social cohesion, mitigating ineqieditin development and efficiently

managing the social problems of ethnic minoritiesalso encouraged the taking of actual

13
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steps in the area of co-operation and cohesionaR@is EU membership may lead to access
to a wider range of funds and their faster, mofigieht and more flexible utilisation, which,
in turn, may hold a stronger appeal for a widecleiof prospective applicants in the future.

4.1 Horizontal principles

The horizontal principles of EU application methedfect the HU-RO-SCG/SER programme
area characteristically:

» The promotion of the maintenance economic and kdeigzlopment

* The common solution of the problems of the envirentrprotection, the prevention

of public health diseases, crime problems etc.

» The creation of efficient and safe border zoneangigg to the Schengen Treaty

» The stimulation of the co-operation capacity baigdamong people

» The promotion of equal opportunity for the underigped social groups.
In the 2004-2006 HU-RO-SCG/SER neighbourhood progna two of the horizontal
principles were investigated more deeply:

» Principle of sustainable development of the certaonder region in order to avoid
environmental hazards (prevention of water flooslswage water diseases, nature
protection, disposal risky materials etc.) and avena balanced use of economic and
social potential.

* Principle of equal opportunity for disadvantage@iggroups (focusing on youth,
gender and ethnic dimensions of the problem) aféattive tool of deeper (re-)
integration.

Considering the experiences gained from implemamatof former PHARE-CBC
programmes, the focus should be on common inidatand co-operation of people from all
sides of border zones at all stages of projectniay) development and implementation in
order to improve social integration in the certaingramme area.

In the ex-ante assessment a comparative table iceortae connection of the content of
Measures with horizontal principles, and the plahpesitive and negative effects of the
projects related to different priorities and measurn the following table we point out the
negative (-), positive (+), or neutral (0) effeaté contents regarding the cross-cutting
principles of sustainable development (after Legjp2harter) and equal opportunities (after
Territorial Agenda).
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The expected influence of the content of measurgsbrizontal principles

Measure Sustainable development Equal opportunities
1.1. Improving cross-border infrastructure ++ ++
(construction — planning)
1.2. Addressing common challenges in the field +++ +

of environmental protection and flood prevention

(construction — planning)

2.1. Development of business infrastructure and + +/0
joint business services

2.2. Support co-operation of enterprises +/0/- +/0

2.3. Encourage cooperation between institutions 0(+) ++
and communities (people-to-people -

institutional)

2.4. Promotion of co-operation in the field of 0(+) +
RTD and human resource development

Source: Project documents

In general terms the HU-RO-SCG/SER neighbourhoodiiamme 2004-2006 is expected to
have mainly positive impacts on horizontal prineglparticularly in the field of sustainable

development. In Measure 2.2 the ecological effacésnot clear. The support regarding to
improving business competitiveness and capacitiesuld have positive, neutral, even

negative effects to the state of environment. Therall effect depends on technology and
technique, and, of course the performance of lbgakground of national environment

protection. The general output in Measure 2.3. esitral, however a high number of

application and winner projects concentrate on @mpconservation areas, soft-tourism,
encouraging sustainable thinking and practice. Joesible effect of 2.4 Measure is similar:

there were some cases, when the theme of projedt cl@se relation to sustainable

development (research project, human resource @@weint project), however, the majority

of the winner actions had no direct influence as borizontal principle.

In the second investigated area (equal opportghitiee overall effects were also positive
dominantly, however, the direct planned effectsemare in the projects. As regarding the
deeper investigation of project aims and goalslotnof actions there were (non defined)

indirect effects on equal opportunity. Most of #yeplicants had limited knowledge on this

area, they had no clear picture the main dimensbrgjual opportunity, as well, that's why

they were unable to define the planned effects.

In general: the number of projects related clossustainable development was 49 (38,28%),
of which 27 in the first call and 22 in the secdMeasures 1.1 and 1.2). In the first call the
number of infrastructural projects were almost saene as environmental ones, but in the

second call the later grew up to 20 projects, arphrallel the infrastructural one decreased to

15



HU-RO-SER 2004-2006 Final programme maion

two. The rate of support in the areas close toasumble development was higher than the
number proportion: 74,32% of all EU-sources weracemtrated on these areas. In the first
call the level of concentration was a bit highe6,86%) comparing the second round
(66,44%). The reason was the large scale decreaskeastructural projects.

The major areas of direct effects equal opportesitvere 1.1 and 2.3 Measures. The number
of projects related to this horizontal principler&/®9 (46,09%) altogether, 27 in first call and
32 in the second. The decrease in infrastructumgépts were counterpointed the increase in
the area of encourage co-operations (from 14 to BBg concentration of development
sources were less characteristic comparing sustaini@velopment, however, 43,48% of total
support had close relation to equal opportunitiesthe first call, the rate was higher
(50,33%), but the decrease in infrastructural mtsjen the second call resulted the decreasing

share of support connected to equal opportunibi€269%.

4.2 Evaluation of programme management

The most important milestones of the timetable rogpamme management we collected into
a table format (see next page). It is clear, thahe first call the time-lag between the launch
of proposals to the beginning of signing the supsidntracts was minimum 13 months, and
from the deadline for submitting the applicationgthie grant offer letters was 8,5-9 months.
In the second call round this time lag decrease,5e13,5 months in the first case, and 6
months in the second. The speed of the processeshdle increasing capacity of the

Hungarian decision-making system in Interreg Pnograin Hungarian-Romanian and

Hungarian-Serbian relations.
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Timetable of the selection process in the first asetcond Call of Proposal — HU-RO-SCG/SER 2004-2006

HU-RO-SER 20042006

minal Rogsaae Bustion

Second Call for Proposal

Launch of the Call for Proposals

Date
16 February 2005

Venue

Approval by the JSC

Date

14 August 2006

Venue
Approval by IB€

JTS/Information Point

Deadline for submitting the applications 20 May?20 JTS 13 November 2006 Békéscsaba
Opening Session (HU-RO) 26 May 2005 JTS 14 November 2006 JTS
Opening Session (HU-SCG) 24 May 2005 JTS 15 November 2006 Information Point
Administrative and eligibility check (HU-RO) Maysde 2005 JTS JT S/Information Point

STS ST of | 150 November 2006 | Seresceate ety of
Administrative and eligibility check (HU-SCG) Juniuly 2005 International Economic Relations

Development
External assessors/ Ministry|
Concept Note Evaluation - - 5-12 December 2006 International Economic
Relations
Clarification of projects (HU-RO) July - August @D JTS
Clarification of projects (HU-SCG) 1 August - 5 October 2005 JTS
JTS Regional Office
. I 15 September 2005 % '
Evaluation of clarifications (HU-RO) 3 November 2005 Békéscsaba - -
. L i September 2005 } i}
Evaluation of clarifications (HU-SCG) 7.9 November 2005 JTS
Joint Steering Committee Meeting (approval of the
administrative and eligibility check's resuls) 23 August 2005 JSC members 21 December 2006 JSOenem
Financial and Technical Evaluation of projects (R®) September-October 2005 JTS, external experts 14 December 2006 — MA,NA
15 January 2007

Financial and Technical Evaluation of projects (80G) |12 October 2005 — 14 November 2005 JTS, attexperts previously

Joint Steering Committee Meeting (approval of the
quality assessment's results) (HU-RO)

15 November 2005

JSC members

Joint Steering Committee Meeting (approval of the
quality assessment's results) (HU-SCG)

12 December 2005

JSC members

8 March 2007

JSC members

Requesting supporting documents for eligibility ke - - 20 March — 17 April 2007 JTS
Grant Offer Letters from February 2006 MA/NA 8 May 2007 MA/NA
Signing the subsidy contracts from March 2006 rimediate Body 1 June — 31 October 2097 Interme@iaty/EAR

Source: Program Document, Annual Reports
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4.3 Indicator Report - Output and result indicators

4.3.1 Measures 1.1. and 1.2.

Based on the available data (32 closing reports2@nfihalised reports containing output and
result indicators), it is safe to say that the mppits were clearly unfamiliar with the correct
use of the output and result indicators. There waig 8 projects where the sets of indicators
were able to realistically reflect project resulthere were overlaps between the two types of
indicators in a further 8 projects. There were amedntal errors in 50% of the projects,
especially in terms of their interpretability.

Planned, actual and closing figures were, for tlestrpart, identical; when a large number of
result indicators had been provided in advance esdiffierences were observed during the
implementation phase. A greater part signifiedvetgable development, i.e. compared to the
planned output figures, higher values were achieteoh unchanged level of support.

The winner projects (20) funded under measurenlliih calls provided information on both
types of indicators. The majority of these indicat(®) were well-chosen and were able to
reflect the success of a project. The clear lingvben output indicators and result indicators
was blurred in 4 and there were fundamental shontogs in a further 8. It is mainly
purchased assets and intellectual property (knom)-hihat were referred to as output
indicators and, in a few case, as result indicators

Overall, most applications managed to realise th&lsgthat had been set. However, there
were some shortcomings in the documentation andmoncation of the results.

During the evaluation process we found that théetabontaining the indicators were often
incomplete. Only a few were adequately detailed. @Asesult, only a few provided a
comprehensive picture of the content and the esiithe implementation of a given project.
In the majority of cases, the tables of indicafared to provide an itemised list of the assets
to be purchased and the results of all the ad#/if{e.g. the outputs of on-site inspections,
closing meetings and project-related discussions).

In most of the reported projects the planned irfdicawere implemented. Our reamrks

connected to the documentation and descriptiohegkisting results.
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4.3.2 Measures 2.1. and 2.2.

In measure 2.1, project hosts had listed a highbeurof indicators, which followed from the
nature of project activities (implementation, puasé of assets, etc.). What was striking about
the list of indicators was that there was no caestsy in the way the individual project hosts
had recorded output indicators. Some beneficigresided a detailed list of all purchases
and the outputs linked to all of the activitiesh@ts used umbrella terms. In the future, the
former method should be followed, i.e. a detailedord of all goods and services purchased
from the financial support should be kept. Benafieis presented 15 output indicators on
average; however, there were some mentioning ay amb6 due to the above. Thanks to the
fact that, in the majority of the applications, ttegjuested financial support had been granted,
the planned output indicators had also been fulljieved. It was mainly the assets to be
purchased and size of the newly constructed bggdinhere planned figures had been fully
achieved. One business facility was built smal@mpared to the original construction plan;
however, contract modification had not been peedlisy a proportionate withdrawal of the
original support amount. In 1 or 2 cases, commitseoncerning public debates and partner
meetings had not been fully met, the differencevben the planned and actual figures was,
however, negligible. The difference was due mainlghe fact that project hosts, in order to
underscore the importance of their project concapts aware of the length of the project
period and the costs planned for the given activited made slightly exaggerated
commitments.

By means of the indicators, the project hosts plasdequate emphasis on the presentation of
tools and frequency of liaising with their partners

A weakness of the project documents was that sdrtfee@rganisations applying for support
were unable to differentiate between output andltresdicators, including some of the
former in the group of the latter. There was evedoeaeficiary that used the two types of
indicators interchangeably. The number of the tesdicators was below 10 in all cases. The
fulfilment of the result indicators was also arour@%. There was a slight difference in one
or two cases. One applicant did not supply anyrmédion on fulfilment. The reason for this
was that the local council concerned would providermation on it only in the follow-up
report, in accordance with the closing report. time of the 5 projects, indicators were

outperformed.
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Regarding the measure, broadly speaking, the itatig#hat the applicants used were suitable
for measuring the output and results of the implate projects. Project activities had been
adequately evaluated.

Within the framework of SME development, due to thelget and content of the projects,
there was a lower number of output indicators. phagect hosts usually provided 10 output
indicators. The conclusions that we can draw inneation with both output and result
indicators are similar to the conclusions conceymreasure 2.1. The indicators employed in
measure 2.2 were able to summatrily reflect theempinted activities; they were nearly fully
achieved; in some cases, the difference betweemg@thand actual indicators was adverse, in
others, they were outperformed, relative to whatl Heeen planned. Our experience
concerning the mixing-up of output and result iadaes confirms our opinion that tenderees
will have to define them clearly in order for theottypes of indicators to be identified.

The findings concerning the indicators hold for grejects in both calls independently of the
types of the projects (be them mirror, joint or epdndent) and the components of the

implementation.

4.3.3 Measures 2.3. and 2.4.

The number of output indicators of the applicatibimsded under measure 2.3 of call no. 501
varied widely. Based on a content analysis of 7r8dcators, we can safely say that some of
the organisations applying for support were unébleearly differentiate between output and
result indicators, putting some indicators in th@mg group. Hence it was inevitable that a
relatively high number of result indicators shoblave led to differences in implementation.
A greater part signified a favourable developmemt, compared to the planned output
figures, higher values were achieved at an unclthtees| of support. In the case of one
project, achieving the planned output indicatorsktionger than the timeframe set for the
project. The very first steps of its implementatiolearly suggested that they would be
achieved, though. In this case a delay in the implatation did not affect the content of the
project; only the anticipated and projected impact emergedrl The number of result
indicators was below 10 in every case. In one ¢hseresult indicator was not identified.
There were also differences in the result indicattompared to the planned ones; but these

differences were nearly always positive.
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The experiences concerning applications funded munaeasure 2.4 of call no. 501 were
similar, the only difference being that the numbkoutput indicators varied from 8 to 23 and
that the result indicators and input indicatorseverore clearly separated. The cause of the
differences was delays in the implementation. Fexhhical reasons, some of the input
indicators, originally planned to be realised ie first year, were achieved only in the second
year. In spite of this, overall, the indicatorsipiad in the projects were realised.

A similar difficulty was identified in separatindié two types of indicators for several
applications submitted for funding under measu@ &. call no. 602. An extremely high
number of indicators (there were applications whdrere were 39) inevitably led to
differences relative to the planned output indicatdue to cautious planning, the final
indicators were higher than the planned ones innta@rity of the projects financed under
this call as well. An important step forward waattlthere was no difference between the
planned output indicators and the actual ones ar balf of the projects; where there was, it
remained at a very low level (one or two). This wagly due to the short timeline of the call
(maximum 12 months) and partly to more accuratarpfay and implementation. However,
the result indicators had still not been clearlgasated from the output indicators; there was
some progress made, though. In one instance omlyinmlicator was clearly labelled. Having
read the relevant closing report, we identifiedifer 2. The report also enabled us to readily
follow the stages of the realisation of these iathcs. Delays led to a few minor
modifications for these projects as well, but tireimber was significantly lower than that for
the projects financed under call 501. In the casene project the biggest difference was
attributable to the budget for translation and raetine that was no longer needed (0%
attainment). There were slightly fewer indicatorsl ahence, differences in the Hungarian-
Serbian projects compared to their winner HungalRamanian counterparts.

The number of output indicators of the projectssprg in measure 2.4 of call no. 602
declined somewhat relative to call no. 501. Thid,daowever, there was a bigger variation in
the actual output indicators compared to the pldrom@es. And this change was not always
for the better. The pre-assessment of demand wssdged for a training project. Because of
this, the output for both those who took part ie thaining and those who were awarded a
certificate at the end of the training was only 530ffferences were also identified for the
result indicators. We would like to add, as a selmark on their definition, that we identified
some lapse rather than progress compared to theemprojects financed under measure 2.4

one year earlier. The clear line between outpuicatdrs and result indicators had blurred,
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with the two indicators consistently being mixed. Wgithin measure 2.4, there were no

significant differences between the winner appiwe from the two border regions.

Overall, the closing reports attest to the fact thath the output and result indicators reached

or exceeded planned levels, which is promisingt e say, the drawing-down of EU funds

and co-financing seem to have, for the most paentput to good use in both border regions.

Implementation of indicators in Priority 1. HU-RO-SCG/SER 2004-2006

Priority 1

Measure 1 Measure 2
Output indicators Planned| Actual A/IP (%)| Planned| Actual| A/P (%)
1. Number of people who's situation improved (pe)yso 1797 2500 139,12 51414 51414 100,00
2. Number of contracts established within the kiigy area (pc) 2 2 100,00
3. Newly built and reconstructed business infrastmes (m) 77660| 77660 100,00 2169 2169 100,00
4. Number of Municipalities and other Organisatiadigectly
effected by the programme (investments, activitgegrammg
etc.) (pc) 31 32
5. Number of new or used instruments bought (sQppk) 28 28 100,00 582 581 99,83
6. Number of newly established or preserved joboopmities
(pc) 277 227 100,00
7. Number of enterprises possessed cross bordémepstip
(concerning the supported activities) (pc)
8. Number of social, cultural events or confererioehe cross
border area (pc) 21 20 95,24 159 131 82,39
9. Number of people or enterprises using the nesgtablished
or renewed business infrastructure network resuledthe
improved HRD or joint researches (person)
10. Number of joint researches, plans, studieshnieal and
training materials (pc) 29 28 96,55 115 114 99,13
11. Number of surveys, pactums, databases, welspagste
papers etc (pc) 3 3 100,00 83 83 100,00
12. Number of people directly involved into the tardl and
social events, training, HRD activities or studyroetc. (pc) 1030 622 60,39
13. mof transport lines built or renewed (roadteraays) (m) 23314 23314 100,00 14982 14975 99,95
14. Activities contributing to the equal opportuest
15.Activities contributing to the environment andstinablg
development (pc) 59 64 108,47

Source: Closing reports of projects
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Implementation of indicators in Priority 2. Measures 1.—2. HU-RO-SCG/SER 2004-2006

Priority 2
Measure 1 Measure 2

Output indicators Planned| Actual [ A/P (%)|Planned| Actual |A/P (%)
1. Number of people wha's situation improved (pejso
2. Number of contracts established within the bligy area (pc) 5 9 180,00
3. Newly built and reconstructed business infrastnes (m) 5464 5534 101,28
4. Number of Municipalities and other Organisatialiectly effected b
the programme (investments, activities, programitg c) 6 9 150,00
5. Number of new or used instruments bought (syppB) 133 153 115,04 33 36 109,09
6. Number of newly established or preserved joloopmities (pc)
7. Number of enterprises possessed cross bordarepsiiip (concerning
the supported activities) (pc) 49 54 110,20
8. Number of social, cultural events or confererioethe cross-border arga
(pc) 55 53 96,36 69 69 100,00
9. Number of people or enterprises using the nestgblished or renewgd
business infrastructure network resulted by therarpd HRD or joint
researches (person) 660 849 128,64 190 230 121,05
10. Number of joint researches, plans, studieshrieal and training
materials (pc) 10 10 100,00 518 518 100,00
11. Number of surveys, pactums, databases, welspadge papers efc
(pc) 2 2 100,00 18 18 100,00
12. Number of people directly involved into thetcrdl and social events,
training, HRD activities or study tours etc. (pc) 04 400 100,00 1090 1888 173,21
13. km of transport lines built or renewed (roadtevways) (m)
14. Activities contributing to the equal opportuest
15.Activities contributing to the environment angstinable developmenpt
(pc)

Source: Closing reports of projects
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Implementation of indicators in Priority 2. Measures 3.—4. HU-RO-SCG/SER 2004-2006

Priority 2
Measure 3 Measure 4

Output indicators Planned| Actual [A/P (%)]| Planned Actual |A/P (%)
1. Number of people wha's situation improved (peyso 5000 5600 112,00
2. Number of contracts established within the biigy area (pc)
3. Newly built and reconstructed business infrastmes (m) 232 232 100,00
4. Number of Municipalities and other Organisatiahi®ectly effected by
the programme (investments, activities, programing €c) 63 86 136,51 100 194 194,00
5. Number of new or used instruments bought (sQppk) 692 694 100,29 55 55 100,00
6. Number of newly established or preserved joloopmities (pc) 4 4 100,00 282 232 82,27
7. Number of enterprises possessed cross bordarepsiiip (concerning
the supported activities) (pc) 49 54 110,20
8. Number of social, cultural events or confererioethe cross-border arda
(pc) 180 185 102,78 27 26 96,30
9. Number of people or enterprises using the nestgblished or renewgd
business infrastructure network resulted by therarpd HRD or joint
researches (person) 20 20 100,00
10. Number of joint researches, plans, studieshrieal and training
materials (pc) 30 47 156,67 47 49 104,26
11. Number of surveys, pactums, databases, welspadge papers efc
(pc) 9 9 100,00 3 3 100,00
12. Number of people directly involved into thetardl and social events,
training, HRD activities or study tours etc. (pc) 726 6758 118,02 224 670 299,11
13. km of transport lines built or renewed (roadterways) (m)
14. Activities contributing to the equal opportuest
15.Activities contributing to the environment angstainable developmeft
(pc)

Source: Closing reports of projects
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Implementation of indicators in Programme level HURO-SCG/SER 2004-2006

Programme level

Priority 1 Priority 2 Total

Output indicators Planned| Actual | AP (%) | Planned| Actuall A/P (%) |Planned| Actual | AIP (%)
1. Number of people who's situation improved
(person) 53211| 53914 101,32 5000| 5600 112,00 58211| 59514| 102,24
2. Number of contracts established within fhe
eligibility area (pc) 2 2| 100,00 5 9 180,00 7 11| 157,14
3. Newly built and reconstructed busingss
infrastructures (m) 79820 79829| 100,00 5696| 5766 101,23] 85525| 85595| 100,08
4. Number of Municipalities and other
Organisations directly effected by the progranime
(investments, activities, programme etc.) (pc) 31 32| 103,23 169 289 171,01 200 321| 160,50
5. Number of new or used instruments boyght
(supply) (pc) 610 609| 99,84 913 938| 102,74 1523 1547| 101,58
6. Number of newly established or preserved |job
opportunities (pc) 277 227 81,95 286 236 82,52 563 463 82,24
7. Number of enterprises possessed cross bgrder
partnership (concerning the supported activitjes)
(pc) 0 0 98 108| 110,20 98 108| 110,20
8. Number of social, cultural events or confererjces
in the cross-border area (pc) 180 151 83,89 331 333 100,60 511 484 94,72
9. Number of people or enterprises using the ngwly
established or renewed business infrastrudture
network resulted by the improved HRD or jo|nt
researches (person) 0 0 870 1099 126,32 870 1099| 126,32
10. Number of joint researches, plans, studies,
technical and training materials (pc) ma 142 98,61 605 624 103,14 749 766| 102,27
11. Number of surveys, pactums, databases, web-
pages, white papers etc (pc) 86 86| 100,00 32 32 100,00 118 118| 100,00
12. Number of people directly involved into the
cultural and social events, training, HRD actitje
or study tours etc. (pc) 1030 622 60,39 7440 9716 130,59 8470 10338 122,05
13. km of transport lines built or renewed (rofd,
waterways) (m) 3829p 38289 99,98 0 0 38296| 38289 99,98
14. Activities contributing to the equpl
opportunities 0 0 0 0 0 0
15.Activities contributing to the environment ahd
sustainable development (pc) 59 64| 108,47 0 0 59 64| 108,47

Source: Closing reports of projects
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4.4 Evaluation of co-operation between partners

441 Measures1l.1. and 1.2.

The closing reports presented provided a summatiieoexperiences and mostly highlighted
the kinds of activities of the partners that hadidowith general administration, consultation,
information and experience exchange as well as gedgision. Only in the case of two
projects did the applicants think, already in thglementation phase, that it was worth
elaborating on the relationship that had been kstalol with a partner. The closing report of
one of these two projects, which was the onlyatetal Romanian-Serbian-Hungarian project
(triple border checkpoint), levelled criticism mbiragainst the Hungarian partner. The other
(HUROO0602/048 Morahalom, systems of alternativergnegeneration) pointed out the
importance of forward-looking planning based oritiar partnerships.

The partners all carried out their own plannedga3ke panel of judges voiced no criticism.
As a result, we do not wish to offer any commeibisua them.

However, we should mention here that relatively fewjects meant actual physical
implementation and construction which concerned dinelctly affected the border regions

themselves or the areas (counties and cities/toamg)nstitutions across the border.

4.4.2 Measures 2.1. and 2.2.

There were both mirror and joint projects in meas2id; all three types were characteristic of
measure 2.2. It is safe to conclude that in thee cafsthese two measures no causal
relationship could be established between the tgbedise projects and the depth and quality
of their cross-border effect. The quality of theoss-border effect of projects depends,
throughout the implementation process, on the nurob#oreign partners, joint activities and
the users of the outputs. Due to the high propomibthe implementation costs, cross-border
items in measure 2.1 had a relatively low shardéntotal costs. The proportion of the costs
that could be linked to activities where the inwsthent of partners could be identified in one
way or the other was 4 to 8% on average in theofepts. Joint actions represented a higher
proportion within the measure aimed SME co-openatitue to the nature of the relationships
and the activities. The results were rather hetaregus in this case as well. On average, 35
to 40% of the total costs had been allocated th faiot actions. Cross-border impact was the

weakest in the case of such mirror projects whieeeforeign applicant did not receive any
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support. In these cases, due the lack of the forpaytner’s activities, the number of the
implemented joint activities was very low.
The commonest and most important areas of co-openaere as follows,

- conferences, business and partner meetings,

- project opening and project closing events,

- awarding ceremonies,

- entrepreneurial meetings,

- seminars,

- trade fairs,

- training.
Some of the joint activities (e.g. partner and emteneurial meetings), apart from their
having been carried out, the related (e.g. per)d@asts having been reimbursed and minutes

of them having been taken, yielded no practicakliesor ‘tangible’ results.

4.4.3 Measures 2.3. and 2.4.

Strangely enough, the evaluation of partnerships ragher similar and schematic in the vast
majority of the winner applications in both calis both border regions. Irrespective of the
number of the project elements that involved corapen with foreign partners, the closing
reports of the majority of the projects voiced mibidsm at all. Only a few referred to the fact
that delays had hampered co-operation; however sledays were caused mainly by
circumstances of a technical nature rather thaaydebn the project partner’s part. In one
case, a favourable evaluation mentioned that smootbperation between the partners had
led to an even more comprehensive project thatbeaeh successfully completed by the end
of the timeline planned for the original projectherl closing reports mentioned that
communication with the (Romanian) partner ran idifficulties, which, in turn, resulted in
several hitches in the implementation process.rthér closing report complained about poor
event attendance. As things stand, it would be ba@ssess the extent to which the closing
reports, which had found everything in good ordet eepresented the majority of the reports,
provided a true and fair picture of the actualaian. Therefore, we would rather not venture

to offer a definitive conclusion here.
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4.5 Dissemination, publicity

451 Measures 1.1. and 1.2.

Recent results were mainly promulgated in the logatlia. Coverage in the national media
was less frequent. Websites, along with the lihleg they offered, as well as radio interviews
were popular tools of raising public awareness.réspnce here was relatively strong. By
contrast, dissemination offering a summary of thggets in a printed form or as a CD was a

rare occurrence.

4.5.2 Measures 2.1. and 2.2.

The quality of the projects implemented in the riegt of supporting and developing SME co-
operation depends on the number of participantsedlsas the ensuring of access to results
and information for the general public. Most prajaosts are aware of the importance of the
activities directly related to publicity (e.g. neyeper articles, TV appearances, press
conferences, information brochures, etc.) and seehave internalised this component as a
mandatory element of the projects implemented fEunfunds. In this regard, there was no
difference between the individual applications. Heer, a vast majority of the projects only
strove to inform the general public. It was rardtg case that project hosts were, already
during the implementation process, paying attertotgisseminating the results of the project
in a wider group including other target groups.this measure the most common forms of
media presence included local and regional pajpmeral and regional radio and TV stations as
well as press conferences. Websites were also giofmdls of raising public awareness. In a
few cases, media presence also included natioparpaelectronic circulars and information
brochures. Publicity-related activities meant ondblis event per two month on average,
which can be considered as expressly good in regpeéssemination in the narrowest sense.
In the case of projects involving constructionaddition to the above, events related to laying
the foundation stone of a building, opening cereie®mnthe unveiling of memorial plagues
and the placement of billboards, etc. also proviedhe possibility that project hosts might
disseminate their objectives and results. In soases the invitation of key public persons

was meant to amplify media coverage, which, inapinion, was a good initiative.
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4.5.3 Measures 2.3. and 2.4.

An important component of cross-border projectstheefrequency, quality and diversity of
the media presence. Judging from the closing reptaad partners were fully aware of this.
In this respect no material difference was idesdifin border region, call or measure.

Media presence in local and municipal press, radib television was common and relatively
frequent in all three countries. A presence in rtagional press and the national electronic
media was much less frequent. In contrast, webhsitleag with the links that they offered,
were popular tools of raising public awarenessthim case of the best-documented project,
media presence meant 1.5 occasions per month aagaveluring the 24 months of its
timeline, which suggests extremely well organisedar@ness-raising campaigns and

participants with solid expertise.

4.6 Contract conclusion, implementation and contract modification

4.6.1 Measures1.1. and 1.2.

Although only two projects utilised the entire 24mth maximum timeline set in the first call
for measure 1.1 (and also two projects with thetmasderate terms), there were another 9
(i.e. 69%) out of the 13 winning applications whehhe implementation took longer than a
year. The applicants who won had submitted thepliegtions for actions with a contract
term of 16 months on average. All the projectsd&dh under measure 1.2 anticipated an
implementation timeline of over 1 year, with thetusd length of time amounting to 19
months on average. There were 5 applications, atiogufor over one-third of all the
projects, which fully utilised the 2-year contraetm.

The second call set a shorter, 12-month deadlinerjple mentation, with two projects funded
under measure 1.1 and the majority (85%) of thgepts in measure 1.2 were fully used up.
In the latter the shortest contract term was 8 hsnt

Except for one application, contract conclusiorfexefd delays in all the remaining projects.
The average length of delay was 4.3 months in mmeakd of call no. 501, and the shortest
was 2.5 months in measure 1.2 of call no. 602.nnextreme case a whole year passed
between the date of contract conclusion and the dajproject commencement. In another
case the execution of the contract occurred 1 maqmibr to the date of project
commencement. Delay in contract conclusion in 25%he cases (12 altogether) was 2

months. There was a 4-month delay in 9 and a 34mdelay in 7.
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Based on the period between the date of the cdnt@atlusion and the approval of the
closing report, the above delays did not influetiee implementation period of the projects.
Those in charge of the projects and the authontiexe able to manage these ‘glitches’ and

make adjustments whenever the need arose.

In call 501, there were 12 modifications altoget(idr cases, 77% of all the winner projects)
in measure 1.1. No project modification occurredhree cases. Two contracts had to be
modified twice in both measure 1.1 and measurelf.the latter changes affected only half
of the projects (7).
The most frequent causes of the changes were ltbeifoy:
* achange in the organisational form, name, addnedshe person authorised to sign,
i.e. reasons of form;
» are-allocation of the available funds betweenbihgget lines, which suggests a
problem with financial planning;
» postponement of the closing date of the projects
» correction of amount indicated on the performarergifccates

+ absence of minutes, attendance sheets.

The applicants were more ‘disciplined’ in the setoall, as contract modification was only a
one-off occurrence (8 cases, 40%). The reasons ientical with the ones observed in the

first call. There was no significant differenceveeén the two in this respect.

4.6.2 Measures 2.1. and 2.2.

The first call set a maximum of 24 months for tleaéficiaries to realise the project ideas that
received support. The implementation of all thewli@ner projects took over 1 year. The
average project timeline was 20 months for meaguteand 18 and for measure 2.2. 3
projects, of which 2 were implemented in measurke @&d 1 in measure 2.2, used the
maximum length of project time. Of the 3 proje@sincluded engineering planning, public
procurement and construction. 1 was a trainingegtojThe project hosts fully used the
maximum permitted length of project time in all @brprojects. Whether project timelines
were realistic cannot be judged objectively on blasis of the information sources (closing
reports) available to me; therefore, | will not daate on this issue in my analysis. The

average term of stratification of projects wereniéths.
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None of the contracts was concluded as per thenaligchedule. The general underlying
reasons for this were the protracted evaluatiothefapplications and a lengthy process of
decision-making regarding support; They led to dpelication documentation having to be
modified, delays in the performance of the supporitract as per the call or an increase in
the clerical workload on the intermediate body. icweder a best-case scenario there were
15-day delays in the implementation of the proje@tsere were also extreme cases where
contract conclusion occurred only 4.5 months befbeeplanned launch of the project. The
average delay in contract conclusion was 2 momthisd first call.

As there was not significant difference between thwe measures in this respect, this
phenomenon, which is independent of the form regquémts of the calls, can be regarded
system-specific problem area.

In the case of these two measures, delays in theugign of the support contracts did not
seriously impede implementation as per schedule;dmb they, except one case, lead to
contract modification due to failed deadlines a thilure of a project. This was a favourable
development thanks to the expertise of the prdjests and the intermediate bodies involved
in planning and implementation.

In the second call the maximum length of time fa implementation of the projects was half
what it had been in the first one. The 2 winnerjgots funded under measure 2.1 used the
maximum amount of project time. 12 months was atsomon in measure 2.2. One applicant
planned 9 and another 10 months in the two progeewmponents. Similar to the first call,
there were delays in the execution of the supporttracts in the second call as well.
Fortunately, they did not hinder the implementatadrithe projects or led to an extension of
the project period even if it had been possibleaipein the execution of the contracts were
slightly under 2 months in measure 2.1, and slgbtler 2 months in measure 2.2. Thus, the
2 calls were broadly similar in this respect. A¢ tivo extremes there was one with a delay of
less than 1-month and another with a delay of @uaonths. No significant difference in the
execution of the support contracts was experiencethe projects of the two programme
components.

Contract modification was a rare occurrence in messs2.1 and 2.2 of the two calls. In this
respect the applications appear to have been dgrghepared and well thought-out; the
applicants properly managed the risks identifiedh&t preparatory stage. Of the 5 winner
applications funded under measure 2.1 in the tvis,daie contract for 1 project had to be

modified. The reason for the modification was alleeation between the budget lines. Of the
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16 winner applications funded under measure 2.2,dbntracts for 4 projects had to be
modified.

The reason for a modification of the contractsha tase of 3 projects was a re-allocation
between the budget lines, which was acceptablengifie nature of the projects and the
delays. A few serious problems - which were possial resolve only through contract

modification on two occasions - arose in one projeeavas the risks implied in joint projects

that emerged in this co-operation, and the secoodifivation was the outcome of the first

one. Due to delays in the deadlines, the originpldnned costs were no longer realistic,
hence the deadline modification resulted in a l@cation between the budget lines. In the
case of this project, delays in the process of ipuptocurement under PRAG and the
seasonality of tourism prevented the activitieshe joint project from being carried out

simultaneously and to a satisfactory extent. Banks to the modifications, the project was
successfully implemented.

In conclusion, contract modification affected 20%lee projects in measure 2.1 and 25% in
measure 2.2; however, except for 1 project, the ifinatons were nothing out of the

ordinary. There were 4 modifications in the firall@and 1 in the second call. Of the projects
where the contracts were modified, 2 concerned Humgarian-Romanian programme

component and 3 the Hungarian-Serbian one.

4.6.3 Measures 2.3. and 2.4.

Projects in call 501 sometimes took as much as @dtims to be implemented. The projects
that took over 1 year to complete (15) accountedalmost two-thirds of all the winner
applications. In the case of 3, the applicants tdok entire permitted length of time to
implement the projects. Overall, the projects fuhdender measure 2.3 took longer to
complete: 4 took 12 months or less (29%) (the mummlength of completion was 11
months); there were 9 that took longer than 18 h®(84%); some took as long as 21, 23 or
24 months. The maximum length of completion in mea.4 was 16 months. It should be
added, though, that only 25% of the projects hahlenvisaged to be completed according to
plan (the minimum length of completion was 8 mohths

Contract conclusion did not occur according todhiginal schedule in any one of the cases.
The reason for this was the protracted evaluatiothe@ applications and the occasional re-
writing of the application documents. Even undex Hest case scenario, the execution of a

contract suffered a month’s delay in its impleméata (4 cases, 18%); there were also
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extremely long delays: in some cases, contracte wencluded only 4.5 or 5.5 months after
the planned launch. Such delays were much tooderg in the case of measures 2.3 and 2.4,
which contained no construction-related componenkt® majority of the projects (16 or
73%) were launched with a 1.5-3-month delay redatv the original schedule. There was no
actual difference between the two measures inrggpect. Thus, this phenomenon can, in
fact, be regarded as system specific independehtige content requirements laid down in
the calls for applications.

We studied the period between the date of cont@utlusion and that of the approval of the
closing reports in order to gauge the amount oé titrat protracted contract conclusion and
the difficulties that arose during the implemerttatphase had added to the original length of
time, and in order to find out whether the origifedgth of time had been left unaffected.
Based on the information available, it seems thattime lag between the actual date of
implementation and the planned schedule was nbtgdigh delay of over 2 months occurred
in two cases, affecting the projects of both measufhe winner applicants and the teams in
charge of the implementation of the projects waeea rule, adequately prepared. They were
able to manage delays. Closing reports were act@ptetimely manner.

The maximum length of time for the completion oé tbrojects financed under call no. 602
was 12 months in accordance with the regulationsttu disbursement of funds. 15
applications (52%) from the Hungarian-Romanianaegilanned to use the maximum length
of time to implement their projects. Nearly alltbé applications from the Hungarian-Serbian
region (6 out of the 7, i.e. 86%) hadojects planned to be implemented in 1 year. &t th
other extreme, there were projects contemplatisg tlhan 6 months as their completion time
(14%). Of them, 1 indicated 4 months, while 2 pctgestated 5 and 6 months respectively.
Short-term projects were all related to measure &8, except for 1, all were from the
Hungarian-Romanian border region. Except for agmtdasting 9 months, winner projects all
planned to utilise the maximum length of time.

Compared to the first call for applications, thegiice of contract conclusion improved
somewhat. The completion time was not unduly lonith the longest delay being 3.5 months
(4 cases, 11%); 1 month as a deadline remainednumoa, though (2 cases, 6%). Delays in
contract conclusion were 1.5 to 3 months for thgonits of the applications. There was no
significant difference between the Serbian and Ruamaprojects or measures 2.3 and 2.4 in
terms of delays in contract conclusion.

Delays due to a shorter completion time and a ehaapplication procedure could, in

principle, have caused more serious problems inirtipdementation stage than in call 501,
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because of the limited room for manoeuvre due éaithe constraints. (In fact, these projects
were completed simultaneously with the projectd tizd planned 19 to 24 months as their
completion time and were financed under call 50&3pite all this, the time between the date
of contract conclusion and that of the approvatha closing reports and the discrepancy
between the original schedule and the date of thgahimplementation were all reasonable
for the applications financed under call 602. Etle most significant difference in time (1.5
months) was shorter than what had been experianasadl 501. This suggests more accurate
and careful planning, i.e. winner applicants wetdeato assess the time needed for
implementation better and more reliably than id BalL. Furthermore, lead project partners
had factored delays in contract conclusion alreadye implementation stage. The projects
that had planned to use the maximum length of tirre 12 months, were, for the most part,
closed 0.5-1 month ahead of schedule, which wassthidt of excellent co-operation between
lead partners and project managers.
Of the 22 winner projects in call 501, a total & Were modified. In the case of 8 projects
(36%), no contract modification was made at allvé&téheless, it is noteworthy that these
projects were not completed any earlier than thasere contract modification occurred. In
four cases contracts were modified on two occasioff® main causes of contract
modifications were as follows:
* a change in the organisational form, name, addredshe person authorised to sign,
i.e. reasons of form;
» a re-allocation of the available funds between Iblielget lines, which suggests a
problem with financial planning;
* a change in the VAT status, i.e. interim modifioatiof the order of financial
accounting.
A relatively higher number and proportion of cortranodifications were attributable to the
lengthy completion of the projects. During the 2.$ears of implementation there were quite
a large number of incidents of disproportionatensiiey, which was, however, easy to keep
under control through the internal re-allocatiorfwofds.
Despite a higher number of applications in respamwseall 602, the instances of contract
modification were significantly lower. There were tatal of 11 modifications for 9
applications. (The contracts for 2 projects werehemodified twice.) The proportion of the
applications where no contract modification occdrveas 75%, twice the figure in call 501.
This can be attributed mainly to more accurate rptag) which was due to prior experience

and shorter planned periods. The likelihood of gearfor reasons of form was lower. (There
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were a few cases of such, however.) The main caafsesntract modifications in call 602
were as follows:
* a change in the organisational form, name, ada@medshe person authorised to sign,
i.e. reasons of form;
» a change in the organisational form, name, ada@medshe person authorised to sign,
I.e. reasons of form (6 out of the 9 instances odification);
» a modification of the deadline, i.e. re-scheduling;
* achange in the content of dissemination, i.e igdartodification of result indicators;
* a change in the content of the project closing dwmt in response to requests for
modification voiced in the approval process.
It should be noted that no contract modificatiorcweed in connection with the winner
applications funded under measure 2.4 or the HusmgeBerbian projects financed under
measure 2.3. As a result, only contracts for thegdduan-Romanian projects financed under
measure 2.3 needed to be modified. This accourdechdarly 35% of all the projects.
Reflecting obvious progress in planning and exeautihis proportion is far better than that
for call 501.

4.7 Recommendations for future applications

4.7.1 Measures 1.1. and 1.2.

All the applicants were experts with proven traekards and employees of institutions of
water management and environment protection. Tletgdaas project managers. Over the
past few years, the institutions for which they kvbave managed to secure EU funds for
developments related to water management and emnv@ot protection. Projects aimed at
water management have sought to find permaneniauwto problems relating to waters and
water management in the border region.

The results signify a change for the better inrtfoelernisation and cross-border alignment of
the systems of flood prevention and control.

The greatest achievement of the winning applicatiand also a key purpose of the EU will
be, provided that the projects are implementedthadactivities commenced are continued,
the evolvement of relationships of merit betweepests, civiians and small and medium-
sized businesses. If the projects completed byb#meficiaries are sustained, they will give

rise to effect-outcome relationships of varioustypnd degree.
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The relationship between three completed projdlaistriates the various degrees of success
of this application scheme.

For all applications that involve capital investmeon-going discussions with experts from
the neighbouring countries should be made an iatgmart of the preparatory phase of the
projects.

Calls for applications should be more specific &ativities related to flood prevention and
surface water regulation in order for duplicatidasbe prevented. As regards environment
protection, only applicants able to offer solutivdseal cross-border environmental problems
should be granted support: water pollution on oitle ®f the border should not lead to
pollution on the other side (e.g. an opportunitly Sabmitting applications aimed at pollution
remedy should be provided) (- there was 1 suchicgtion); pollution from dumps on one
side of the border should not be allowed to polkieface waters on the other side (e.g. an
opportunity for submitting applications aimed atm@hating the impact of the pollution
should be provided); if the eco-system along thed®o needs to be protected, a scheme
should be implemented on the basis of projectsmndrammes worked out by a panel of
experts, i.e. an opportunity that permits panesutamit applications should be provided.

The management of nature protection areas shostdba carried out by means of aligned
programmes. In this case as well, panels of expesfecially if they are from the EU, should
be allowed to submit applications for these progres

The supported project in Interreg program mustdreentrate only on solving existing cross-
border problems in the area of environmental ptatec

» The application of eliminating spoiling effects de.in a border river) should be
supported (there was one project in the 2004-2@0iBg),

* We have to investigate the potential cross-borgdeilisg processes (e.g. the spoiled
ground water under a newly founded wasteyard shbale& a danger for the border
zone in the partner country), it is important tport that actions, which concentrate
on eliminating the negative effects,

» If there is a need for improving the quality of eystems in the border zone, it should
be more effective to organize by a common workgrofiprofessionals. In this case
the mirror project applications should be give pheference,

« The management of environmentally protected areast ive involve in the base of

common (joint) projects, and the lead partners lshioe common expert groups.
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* Planning and building regional wasteyards and diafo(3R) after the Hungarian
membership in Schengen Treaty — particularly in gduran-Romanian relation —
should be apply in joint projects,

» Using solar-energy source as CBC project has nesdvorder effects, so these kind of
applications must be refuse in the next programs,

* The implication of flood-prevention monitoring sgst in the Hungarian-Serbian
border zone (Danube) must be preferable, as anrienoelement of harmonisation
infrastructural networks, forecasting the hydrodadji indexes of the river, and

improving the safety of both river catchment basin.

4.7.2 Measures 2.1. and 2.2.

The objectives set forth in the programme documeveee in line with the implemented
projects. The applicants used their experience exoimag previous cross-border programmes
and incorporated it, in the course of a new type@peration, into the preparation and
implementation of the projects appropriately. A i@ for the better is that, in the course of
their project activity, applicants paid more attemtto and proceeded with higher care in
ensuring publicity and, subject to the nature efphoject, liaising with partners than they had
done before. As regards cross-border effects, itttarp is rather mixed in the two measures.
Some projects were based on genuine co-operatimvare implemented in order for actual
cross-border needs and demand to be met. Othelds easily have been financed within the
framework of operational programmes. With the eigrexe concerning the 2004-2006
programming period borne in mind, closer attentwii have to be paid to this issue,
especially in the light of the fact that the numbé&future applications is likely to exceed set
guotas. This may help avoid the rejection of appions offering solutions to genuine
problems for reasons of lack of funds. Local neeilishave to be assessed more thoroughly
when evaluating project proposals because the baeketion, due to its length, is rather
complex economically, socially, infrastructuralipdaenvironmentally. What can be solved
through cross-border co-operation in Hajdu-Bihau@yg may not work in Csongrad County.
As regards financial planning, applicants will hatee pay special attention to factoring
inflation developments between the planning and ithiglementation period in their draft
budget. Clear explanation will have to be providedy the individual budget items differ
from the prevailing prices, whereby the emergenicesks implied in fund re-allocation and

support contract modifications can be avoided. Sugianation should also serve as a source
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of information for the panel of judges, as reatidthancial planning will remain one of the
evaluation criteria.

Sustainability criteria should be more emphaticgbisesented already in the calls for
applications. The closing reports of some of thev2iner projects in the 2 measures did not
reveal the steps that the project hosts wishedk® or the resources that they wished to use in
order to sustain project results. Indicators camheays describe this appropriately, therefore,
we recommend certain changes in this area.

The cross-border effects of the projects form theidof their uniqueness. Therefore, both
intermediate bodies and project hosts will havebéar this fact in mind during both the
implementation and the follow-up period. One of thest effective tools for controlling the
sustainability of this kind of relationship is hoid the beneficiaries accountable the direct

and indirect effects as well as long-term crosstborconsequences of the projects.

4.7.3 Measures 2.3. and 2.4.

As regards calls for applications in measures &8l 2.4., the most important step forward
might be if uniform calls for applications were &e@ to both border regions (i.e. the
Hungarian-Romanian and the Romanian-Serbian baedgons), which are, in effect, treated
jointly. More importantly, and this is somethingathRomania’s EU membership also
justifies, in the Hungarian-Romanian border regishere cross-border implications would
materialise automatically from the very first stagethe working-out of the applications,
individual projects should be replaced with joindamirror projects. The rationale for this is
that both the Hungarian and the Romanian goverrsmety on the EU’s Interreg budget to
finance the EU component of the applications frév@ border region, i.e. the method of
financial settlement is completely identical in theo countries. (In the past difficulties
concerning financial settlement between the PHARECGnd the Interreg funds used to be
the source of serious problems.)

The adoption of a ‘quasi-two round’ application gedure seems to be a change for the
better. The pre-qualification and ranking of préged.e. the evaluation of 4-page abstracts,
subsequent to the identification of those applratithat did not qualify for reasons of form,
seems to work. This practice is more reasonabldemsdexacting for the panel, as they have
less material to study, enabling them to focus nmoreontent elements. Furthermore, it also

speeds up the evaluation process, which is impoftahe applicants.
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It is equally important that the current organisasl diversity should remain the way it is
now. Experience concerning call 2 has been exgréssburable in the Hungarian-Romanian
border region. As regards the call for applicatiboosn the Hungarian-Serbian border region,
given that available funds are rather limited, taenber of winner applicants is so low that no
real breakthrough can be expected here.

It is worth noting that despite long years of exgece concerning announcing calls for
applications/participation in calls (e.g. in theseaf Pre-Accession Funds seven years ago),
there were significant delays in contract conclusiorhis practice should be discontinued
and, as a first step, the intervening time betwé&ernplanned launch dates of projects (which,
by the way, applicants plan on the basis of callsdpplications) and those of contract
conclusion should be shortened. Applicants seerbetable to manage delays; however,
especially in the case of applications that haveridergo a public procurement procedure
(e.g. there were a few funded under measures 212 .dndue to high-value procurements), a
good timing assessment is crucial for winner projeasts. A further reduction in the lead-
time to 1 month at most would be particularly wehenin the case of call no. 602. If such
changes could be made, the drawing down of fundddraso be swifter, which is vital to all
applicants, given the pre-financed nature of tHis éar applications.

The management of contract modifications was smddnifortunately, changes of a technical
nature will remain unavoidable; nevertheless, e¢hse of re-allocation between budget lines
more accurate financial planning will be imperatiBadget lines can be more accurately
planned through requesting indicative price offiersthe goods to be procured. As regards
staff costs, we do not anticipate any further Gitation of the amount of work to be
performed, or, in the case of certain events, amjiminary estimation of the number of
attendees or the implied costs. Efforts must be emiadreduce the instances of contract
modification due to deadline modifications to a éaninimum. Likewise, modifications
attributable to ad hoc changes in the content gjfepts should be discouraged (e.g. changes
in the content of dissemination or the list of fesund output indicators, and changes in the
content of the closing documents).

The fact that the utilisation of EU funds excee886&b is a favourable development. An issue
of overriding importance is that, based on expeasnconcerning projects with a relatively
low utilisation rate of EU funds (which is definlige'worst’ rather than ‘best’ practice),
common mistakes should be eliminated or at least timpact should be reduced before the
process of implementation. Applicants used thein dwnds quite reasonably, using the

classic mini-max model (i.e. getting maximum beneith minimum expenses) (in our case
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maximum benefit means the activity performed witle financial support drawn down).
Given the applicants’ financing capabilities, thadtitude will also prevail in future
applications.

It would be a welcome development if the shift thetd occurred in the geographical
locations of the lead and project partners pricgheoannouncement of call 602 persisted. The
spatial distribution of winner applications shoblkel wider, especially for measure 2.3, where
the number of winner applications was much highed higher education and research kept a
low profile. As regards measure 2.4, the conceotrabf the spatial structure of higher
education and the R&D sector is so high that amay regional diffusion is a tall order. As
regards spatial relations, the ‘close neighbourhdoaimework should be replaced with
actions affecting larger areas in both the HungaRamanian and Hungarian-Serbian co-
operative ventures. Furthermore, partnerships shbelestablished on the basis of a wider
circle of prospective partners. Co-operation shoo@ be limited to communities in
neighbouring counties. Partners in more remotesaeaalso worth involving, as was attested
by the Hungarian-Romanian applications submittedcaéti 501. The activity of larger
consortia with multiple participants should also drecouraged even if this places a higher
workload on lead partners in terms of co-ordination

An important lesson learnt here is that applicaetsm to consistently fail to keep the various
indicator types separate. Training aimed at ctaifon should be organised at the small
regional level. Offering a large number of examplesch training should concentrate on
presenting best practice and clarifying the diffee between output- and result-type
indicators. No misunderstanding was identified rdopg the difference between target and
actual values. Unless the above markedly affe@srtiplementation of a project, i.e. from a
financial or content point of view, this issue fdesser importance.

What is of importance is that an analysis of the viability otherwise of partnerships be
included in closing reports. This and an in-depthlgsis of cross-border impact mechanisms
should be the two key components of projects. Ugusdveral issues of lesser importance are
addressed in much greater detail. This is, in pahy clichés and platitudesoncerning
partnership and cross-border effects are rife pliegtions. While not interfering with the
approval of closing reports, they hardly providg aobstantial guidance for future proposals
and recommendations.

The dissemination of the individual projects waslytrsuccessful. In this area reinforcing
achievements and existing best practices may effere food for thought to prospective

applicants.
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What is likely to give rise to concerns, howevserthe way sustainability is perceived. Taken
overall, the closing reports do not provide a $ati®ry background to the resolution of this
issue. Only the ongoing monitoring of annual follap reports is likely to help us reach a

more or less definitive agreement on the sustdihabf projects.
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5 Detailed analysis

5.1 Experiences gained from the call for application stage

The extent to which applications exceeded the setagand the strong demand for the
programme were reflected in the fact that, on aysréhe number of the applications was
over six times the permitted quota in the 6 measuiide extent to which applications
exceeded the set quota was the largest in measmtéled ‘Support for co-operations
between SME’s’ and ‘Promotion of research and #netbpment of technologies and human
resources’. Such a high number of applicationsiesthe risk that project ideas that have a
high added value, are sustainable in the long nchhave a strong dissemination capability
may also be rejected for reasons of lack of fuAdsthe level of economic development is
different in the programme areas of the three a@msjtthe number of supported areas cannot
be reduced. So a larger budget could be the artewiee problem.

One of the obstacles to the successful preparédiot the subsequent implementation) of the
projects requesting Interreg financing was theedéhce in the EU status of the participating
countries programme. Hungary participated as a reersbate, Romania as an acceding
country and the Federation of Serbia and Montenagra candidate country in the Interreg
[lIA programme. This meant that Hungary was eligitibr ERFA available for member
states, Romania for Phare CBC and the Federati@edifia and Montenegro for the CARDS
funds during the implementation of the projectdfddences in the legislation regulating the
use of these funds ruled out integrated, effici@xjble and fast implementation. Differences
between the financial systems of the three countpesed a challenge mainly to the
programme managers of the intermediate bodiesjrireguknowledge and expertise that was
different from what had been usual up until then.

Another major obstacle was a strong intention engért of the two neighbouring countries to
establish a separate nation state, an endeavaumgkize same roots, which clearly impeded
their seminal participation in regional co-operatiolThe central governments of these
countries should help transform the intention dilelsshing a nation state into one aimed

primarily at regional and sectoral development thenscends national borders.
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5.1.1 Allocation and distribution of funds

Due to the high number of applications in the twalls; a financial commitment to the
implementation of the projects was made in an amdlsit exceeded the budgets in the
original calls. Funds had to be re-allocated betwd® programme components of the
measures (but exclusively within the individualgpities), because of the size and distribution
of the requested financial support relative to wied been planned.

As regards the allocation of funds at a programmeel] financial commitment to the
implementation of the projects in an amount thateexled the budgets in the original calls
(and even the modified ones) was made in respettteofollowing ‘Management of shared
challenges posed by environment protection angteeention of floods’ (1.2), ‘Support for
co-operations between SME’s’ (2.2) and ‘Supportdoroperations between institutions and
communities’ (2.3). Differences between the planaad the contracted amounts of support
were significant especially in measure 2.3 (50%).whs in these measures for both
programme components that the difference betweeannpd and actual financial
commitments was the greatest. Differences betwdanned and actual figures can be
identified in the case of one measure. The HungaéRi@manian programme component did
not fully utilise the amount made available in megas2.1 called ‘The development of
business infrastructure and shared business sstviBg contrast, the Hungarian-Serbian
programme component overran the budget by neafty. 40

It is striking that the amount of funds availabte the measure called ‘Improvement of
infrastructure in the border region’ was not usedttie full in either of the programme
components.

Measure 2.1 showed the worst plan-fact indicater ptogramme level, which is ascribable to
the fact that none of the applications of the HulagaRomanian programme were granted
support in this measure in call 602. Measure l1dlwsll the second worst indicator. Relative
to what had been planned, measure 2.3 receivelighest amount of extra funds. Measure
2.4 of the Hungarian-Serbian programme (‘Promotingpperation in the area of R&D and
human resources’) came the closest to plannedeBg(89.8%). As regards the programme
components, the largest difference materialisethén utilisation ratio. Departure from the
plan was the largest in measure 2.3 for the Huage®omanian programme and measure 1.2
for the Hungarian-Serbian programme.

During 2004-2006, of the EUR 31,002,837 earmarkechfERFA funds for support under

the Interreg IlIA programme, the Hungarian-Romanpnogramme component and the
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Hungarian-Serbian one utilised EUR 20,641,110 @§.@and EUR 10,361,727 (33.5%)
respectively.

There were 89 winner applications in the ‘Hungaopmfania Cross-Border Co-operation
Programme’. The funds were evenly distributed betwthe two calls, despite the fact that a
financial commitment of up to 75% of the funds #alale for the 2004-2006 period had
already been made in the first call. With measirésand 2.3, there was a striking difference
between the two calls in terms of the number of nemprojects. Still, no significant
difference was identified in the rest of the measurAgainst this background, at the
programme level, the number of winner applicatioras by far the highest in the measure
aimed at co-operation between institutions and comnities. At the other extreme, only one
project was implemented in the measure called ‘Gwpment of infrastructure in the border
region’. Two-thirds of the annual budget earmarf@dco-operation in the border region was
spent on the two measures of priority 1., 1.1. &r&d. Within these, available funds were
almost evenly distributed between the two meas{s®s the figures below). Hardly a quarter
of the budget available for development had betride priority 2 (in the given year or two
years), and even within this modest budget onlynallser amount was spent on encouraging
co-operation between SME’s (less than 4% of thaltbtidget). A total of 39 projects
received support under the Hungary-Serbia and Mag® Neighbourhood Programme.
Despite the fact that a financial commitment ota@5% of the funds available for the 2004-
2006 period had been made already in the firsf ttedl number of the projects that received
support was higher in call 602. This was partlyilagtable to the fact that while utilisation
ratio of measure 1.1, which had the largest budgas 40% in call 602, no project received
support under this measure in call 603.

Similar to the Hungarian-Romanian programme, 72%hefbudget earmarked each for the
two calls was allocated to the two measures ofipyid; by contrast, promoting co-operation

between SME’s was given the lowest amount of suppagasure 2.2: 3.41%).
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5.2 Intensity of participation in projects

5.2.1 Measures 1.1. and 1.2.

The 49 winner projects of the 161 applications fiofty 1 account for nearly one-third (or
30.43%) of the applications submitted to the Hupdgdomania and Hungary-Serbia and
Montenegro Cross-Border Co-operation Programmesdsat 2004 and 2006. Of the winner
projects, 15 (31%) were intended to improve cramsir infrastructure (measure 1.1) and 34
(69%) for the management of common challenges wir@mment protection and flood
prevention (1.2). A peculiar feature of the secoal was the simultaneous presence of the
highest and the lowest number of winner applicatiaie former being in measure 1.2
(35.9%) and the latter being in measure 1.2 (13)33%e number of winning applications
was broadly similar in both calls (22 and 27 respetly).

Most of the winner projects were mirror ones (30 next most common type was individual
projects (16); the number of joint projects wasigigantly lower (3).

According to the types of beneficiaries, nearlyf hal the winning applicants were local
councils (county councils and municipalities) anssaxiations of small regions. They
submitted a total of 16 projects, which meant dmedtof all the projects submitted, and
received nearly half of the total amount of fun&iJE 2.5 billion). The other half of the
winning applicants included other types of communitrganisations (e.g. foundations,
associations and non-profit companies) and stajanisations and the institutions operated
by them (e.g. KORVIZIG's (~ Koros Valley waterworkiirectorates), national parks (NP’s)
and a rapid response directorate). Although thexéorhad twice as many winner projects (22)
as the latter (11), they received less support |24%n other organisations (33%).

There were 4 separate winner projects funded umdssure 1.1 of call no. 501. Winners
included one municipality and one county counaile @association of small regions and one
non-profit company. The remaining 9 projects, reiog an almost identical amount of
financial support, were mirror projects. The domic& of local councils was unmistakeable
in this call as well. The average amount of finahsupport was HUF 305 million (with HUF
550 million as the highest and HUF 15 million as tbwest amount). Like 1.1, measure 1.2
also funded 4 individual projects (with one-thirdtloe funds allocated to them) and 9 mirror
ones (drawing two-thirds of the committed funds)eTaverage amount of financial support
was HUF 134, with mostly KORVIZIG’s as beneficiaie
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The winning applicants in measure 1.1 of call n@2 &vere two community organisations
(one association and one non-profit organisatismppmitting a mirror project each. The
support received amounted to HUF 35 million (basedthe datasheet of one of the two
projects). Two-thirds (or 64%) of the over HUF 1libn support earmarked for measure 1.2
was granted to individual projects mainly submittey state organisations and a few
institutions that they operate, with average supponounting to HUF 58 million. On the
Hungarian side, the winning applicants of jointjpobs were two local councils and one non-
profit organisation. A quarter of the financial popt went to 6 mirror projects, in a balanced
institutional breakdown.

Overall, interest in environment protection andéoprevention was much more intense in
call no. 602. As a result, there was a higher nurob&inning applications, especially among
the ones submitted by environmental protection waterworks directorates. Nevertheless,
the mean average amount of financial support whghat made available for call 501 (in
call no. 501 the average amount of support was BH8B-million, compared to an average of
HUF 62 million in call no. 602).

5.2.2 Measures 2.1. and 2.2.

There were 3 winner projects in measure 2.1 ofrmll501, of which 2 were implemented in

the Hungarian-Serbian component and 1 in the Hieagd®omanian programme component.
According to the types of projects, there were Braniprojects and 1 joint one. The total

amount of support allocated to the 3 applicatiocoanted for 9.83% of the budget for the
first round (EUR 23,346,160), 5.04% of which wasrgpon the incubation centre established
in the Hungarian-Romanian component and 4.8% omgting the economic co-operation

created by the local councils (Morahalom, Roszkehe Hungarian-Serbian border region. 9
applications received support in measure 2.2, aElwB were implemented in the Hungarian-
Romanian co-operation and 3 in the Hungarian-Serb@operation. Based on the project
type, there were 2 joint, 3 mirror and 4 indepengbajects which received support. The total
amount of support allocated to the 3 applicatiocoanted for 3.22% of the budget for the
first round, 2.33% of which was spent on the HuiaggRomanian programme and 0.89% on
the Hungarian-Serbian one.

In the first call 7 applications received suppartwo measures for the Hungarian-Romanian
programme. 1 funded project was for the developnoértusiness infrastructure and joint

business services, and 6 funded projects wereh®rptomotion of co-operation between
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SME’s. The amount of funds allocated to the 7 msjeaccounted for 11% of the budget
(measure 2.1: 7.65%, 2.2: 3.53%). Based on theegrdype, there was 1 mirror project in
measure 2.1 and 3 mirror projects and 3 indeperutejects in measure 2.2 (no joint project
could be implemented in this border region). A fdation for economic development
implemented the mirror project intended for the e@lepment of business infrastructure and
business services, together with a local foundafmn economic development under a
partnership scheme. The foreign partner was a awganisation representing local
entrepreneurs. Within the framework of the projgas an incubator house, the most common
tool for economic development and revitalisatione beneficiaries of the winner projects for
promoting co-operation between SME’s included chersof trade, activerganisations of
the Euroregion, foundations for economic developnagwl development agencies. As a rule,
foreign partners also fell into the above categorie

In the first call, there were 5 winner applicationghe Hungarian-Serbian programme: 2 in
measure 2.1 and 3 in measure 2.2. 17% of all thdsfunade available for this programme
component in the call was spent on these two measara distribution of 14% and 3%,
respectively. The average amount of financial supmdlocated to measure 2.1 was
approximately EUR 560,000, compared to the totaRElmillion available for support. The
average amount of financial support allocated tasuee 2.2 was approximately EUR 70,000,
relative to the total limit of EUR 0.5 million. Botbeneficiaries of the winner projects in
measure 2.1 were local councils, which implemeitexdirror and a joint project. The mirror
project was implemented by the main beneficiaryalocouncil under a broad-based
partnership scheme in such a way that several dewicities and townships in Hungary and
Vojvodina were involved. The foreign partner in jb@t project was also the local council of
a township. The average budget in the Romaniarr@nuge was higher in both measures: in
the case of measure 2.1 it was twice the amourmeltvere 2 joint winners and 1 individual
project in measure 2.2. All three project hostsea@rpublic benefit company with a partner
organisation that had a similar profile. One of #ygplicants worked under a partnership
scheme with a trade organisation and the Exec@mencil of the Autonomous Province of
Vojvodina.

The amount of support was lower in the second ealtordingly, the number of supported
applications was also lower. In line with more mstdeudgets, the amounts allocated to the
projects were also lower.

No application received support in measure 2.hefgecond call in the Hungarian-Romanian

programme. There were only four in measure 2.2. dudget available for supporting SME
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co-operation accounted for 4.5% of the total amairihe financial support. Winner projects
included 3 mirror projects and 1 independent pitojécof the project hosts had already
implemented projects in the first call. Winner apghts included two foundations for
economic development and two chambers. In the skcalh5 projects for better business co-
operation received support in the Hungarian-Serpragramme, to an extent identical to that
in the first call. 16% of the budget available e tsecond call was allocated to measure 2.1,
and 6% in measure 2.2. One participant receivegatipn both calls, while the rest had
never participated in any call before. In measufieb®th projects were mirror projects; in 2.2
there were 2 joint projects and 1 independent ptof@uite similar to the first call, mirror
projects for the development of business infrastmecand services were implemented by the
local councils in the border regions, with localinoils in Vojvodina as their partners in the
applications. Promoting SME co-operation was thal @b applications from public benefit
companies (NGOSs) in the second call as well. Onghefwinner applicants had already
received support in the first call. The other winaely featured as a partner receiving support
in the first call, while it became an LP in the @ed one. The third project host had never
participated in any call before.

Overall, there were 5 winner projects financed unmeasure 2.1 for the development of
business infrastructure and joint business seryidesf which were implemented in the
Hungarian-Serbian programme component and 1 irHthggarian-Romanian one. Based on
the winner project type, there were 4 mirror pregeand 1 joint one. Within the framework of
the support, the 5 winner projects received 8.61%® total amount of financial support, of
which 3.79% was financed from INTERREG IIIA - PHAREBC funds and 4.81% from
INTERREG IIIA — CARDS funds. Relative to the propdsallocation of funds set forth in the
programme documents, the measure used a lower arabaapport (78.3% of the modified
amount). Considering the two programme componémtsjs the only measure that displayed
the largest difference. While 140% of the plannetant was awarded in the case of the
Hungarian-Serbian component, it was barely 50%he Hungarian-Romanian programme.
All the project hosts were local councils in thendarian-Serbian border region.

There were 16 winner applications funded under omea®.2 for promoting better SME co-
operation, of which 6 were implemented in the HuragaSerbian programme component
and 10 in the Hungarian-Romanian one. Based oreqrdype, winner projects included 4
joint, 6 mirror and 6 independent projects. Withire framework of the support, the 16
winner projects received 3.67% of the total amanfrthe financial support, of which 2.54%
was financed from INTERREG IIIA - PHARE CBC fundsdl.13% from INTERREG IlIA
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— CARDS funds. Relative to the proposed allocatbrfunds set forth in the programme
documents, the measure used a higher amount obgufd®9% of the modified amount).
Both programme components overran the planned butigea roughly similar extent
(Hungarian-Serbian: 107%; Hungarian-Romanian: 110B6padly speaking, project hosts
were foundations for business development, chambleteade and civil organisations for

economic and area development.

5.2.3 Measures 2.3. and 2.4.

Regarding the call for application no. 501, themrava total of 17 successful applications
from the Hungarian-Romanian border region. Of th&éihrelated to measure 2.3 (community
building, educational and cultural co-operatiomd& to measure 2.4 (academic and R&D
projects). As Romania was already a candidate cpaitthe time, it was also eligible for
support from the PHARE-CBC funds earmarked by thief@ strengthening cross-border co-
operation. A special feature of the compositionhef applicant types for measure 2.3 was that
local and regional governments and the institutiopsrated by them as well as regional
development organisations (e.g. regional developnegencies, development councils)
accounted for half of all the applications, leaviregher limited room for manoeuvre for
community and social organisations or bodies oériedét representation. In the Hungarian-
Romanian relation there was no possibility to orgmnoint projects even in the first call
(501), instead of the situation in Serbia-Montepegoss-border co-operation at that period.
Regarding the call for application no. 501, Hun¢mpartner was the Federation of Serbia
and Montenegro, which broke up on 1 January in 280@ result of a referendum in Crna
Gora. The number of the successful applications filtis border region was much lower (5);
of them, only 2 related to measures 2.3 and 3 tasome 2.4. In order to supplement
Hungary’s Interreg funds, Serbia and Montenegro toackly on the more modest CARDS
funds, which the EU had set aside expressly fobi&ein order to finance cross-border
projects. (It should be noted that, relying on CARRInds, the Federation of Serbia and
Montenegro itself also announced calls for applcet The number of successful
applications affecting the Hungarian section of blweder was 12; 75% of which related to
measure 2.3.) The two winners of measure 2.3 impfged a joint project, whereas the 3
winners in measure 2.4 implemented 1 joint, 1 miremd 1 individual project. (By
comparison, the 9 winners financed from the CARD&IS implemented 6 mirror projects, 2
joint projects and 1 individual project in measWts; as regards measure 2.4, 2 mirror

projects and 1 individual project were launched2006.) Given the limited number of
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Hungarian applications from the Serbian borderargihe number of successful Hungarian
applicants was equally limited. One local counaidl @ne regional development agency were
granted financial support under measure 2.3, amdimstitutions of higher education and a
local council-run institution under measurement 2.4

Call for applications no. 602 differed from calll5h terms of its technical arrangements, and
also because measure 2.3 had been divided intpaws. One was for actions expressly for
the purposes of community development, while tleeotvas aimed at applications striving to
improve other social (and economic) co-operation.

As for the Hungarian-Romanian border region, thveas a significant increase in the number
of winner projects (from 17 to 29), with a relativanarked rise in the number of mirror
projects (14). It should be noted that there weeaetally no joint projects, similarly the first
round, accordingly, projects with national partaps accounted for over half of the total
number of projects. The amounts awarded roughlgcethe above proportions: 52% of the
total amount of the funds financed individual paige Interest in the call for applications for
community development (2.3a) was the most intengt) the total number of winner
applications amounting to 17. The average projedgbt was close to HUF 10 million. The
budget of mirror projects at HUF 9.2 million slightagged behind, while individual projects
were awarded the highest amount of support (HUR Ifillion). The majority of the
applications were submitted by local councils @minstitutions run by them (8 applications)
and community organisations (7 applications). Winagplicants also included interest
representation bodies and trade organisations,nbat lower number. 9 projects received
support under measure 2.3b. As the funds earmddtethis measure were essentially the
same as those allocated to 2.3a, the average boftfet projects under 2.3b was twice that
of 2.3a. In contrast to measure 2.3a, there wadifference between the average budget of
the mirror projects and that of the individual an®se-eighth of the funds were allocated to
measure 2.4, with the remaining amount of finanaingded between the two parts of
measure 2.3.

The low number of winner applicants did not affemtganisational diversity. State
organisations were rather active (33%); severalliggimns submitted by community
organisations were equally successful (33%). Laooalincils, universities and regional
development agencies were also among the winnaeseTwere three winner projects funded
under measure 2.4, of which 3 projects (two miparjects and one individual project) were

in call no. 602. The average budget of the projéoenced under measure 2.4 (HUF 16.2
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million) was similar to that of the winner projedisnded under measures 2.3a and 2.3b.
Winners in measure 2.4 were all from the highercation and research spheres.

In the call for applications that had, in the me&aat been transformed into a Hungarian-
Serbian project, we managed to identify 8 winngsliaptions, 4 of which received support
for project implementation from both Hungary’s Imeg funds and the CARDS funds. (It
should be noted that 4 applications were put oeserrve list during the evaluation of the
applications under measure 2.3.) Compared to theynelUF 400 million available for the
Romanian border region, HUF 70 million for the Sanbborder region is modest even if we
know that it was supplemented with EUR 800 thousgmprox. HUF 200 million) from
CARDS funds for the Serbian participants. The ayerbudget of the projects (HUF 8.8
million) was somewhat lower than the average ptojaalget typical of the Hungarian-
Romanian region; nevertheless, the allocation nfi$uto the measures was roughly balanced
in terms of the budget of the projects. In conttasthe allocation typical of the Hungarian-
Romanian region, 37% of the funds available fob#ewere spent on higher education and
research, approximately 50% on community buildind ¢ghe remaining 13% on other social
programmes.

4 projects received financing under measure 2.Bayhich 3 were joint projects and one
mirror project; the only winner application finamcender 2.3b was categorised as a joint
project. 3 projects were launched under measure fdldwing the evaluation of the
applications; of them, 1 was a joint project andi2ror ones. (We should remark that in
Serbia, relying on the CARDS funds, 4 projects wateched under measure 2.3a, 2 under
2.3b and 6 under 2.4.) As a characteristic of HuagaSerbian applicationd, project was
launched under measure 2.3a, 1 under measure 2d3applications funded under measure
2.4 received joint financing. Given the low numlbérthe applications, there is little point in
analysing the distribution of the applicants. Olletacal councils and the institutions run by
them, institutions of higher education as well &DRorganisations were more interested in
development funds than state and community orgamisa and regional development
agencies. (That local councils were more activailsstantiated by the fact that the 4 projects
included in the reserve list were all submittedrrthis sphere.)

Overall, the two calls for applications taken tdgat measure 2.3 was characterised by the
dominance of local councils and the institutions by them (31% or, if the applications put
on reserve lists are included, 36%). Developmerneigs were also active (13%). In line
with the objectives set in measure 2.4, most ofwmmer applicants (59%) were institutions

of higher education and R&D organisations.
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The application activity

in Hungary - Romania and Hungary - Serbia and Crr@ora Cross-Border Co-operation Program 2004-2006

Hungary - Romania and Hungary - Serbia and CrnaGora Cross-Border Co-operation Program
Priority/ LT
Program Measure 1. Call 2. Call 2004-2006. Together
applicants | projects Rate applicants | projects Rate applicants projects Rate
(db) (db) (%) (db) (db) (%) (db) (db) (%)
HU-RO-SER 346 61 17,63% 281 67 23,84% 627 128 20,41%
1. Strengthening the spatial, physical
and infrastructural integrity of the
cross-border area 89 27 30,34% 72 22 30,56% 161 49 30,43%
1.1. Improving cross-border
infrastructure 42 13 30,95% 15 2 13,33% 57 15 26,32%,
1.2. Addressing commgn
challenges in the field of
environmental protection
and flood prevention 47 14 29,79% 57 20 35,09%, 104 34 32,69%
2. Promotion of co-operation
initiatives in order to facilitate the
integration of markets and enhance
coherence between local societies 257 34 13,23% 209 45 21,53% 466 79 16,95%
2.1. Development of
business infrastructure and
joint business services 33 3 9,09% 21 2 9,52% 54 5 9,26%
2.2. Support co-operation of
enterprises 44 9 20,45% 41 7 17,07% 85 16 18,82%
2.3. Encourage cooperation
between institutions and
communities 124 14 11,29% 113 30 26,55%) 237 44 18,57%
2.4. Promotion of co-
operation in the field of RT[
and human resource
development 56 8 14,29% 34 6 17,65% 90 14 15,56%

Source: HU-RO-SCG/SER Program Document
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The allocation and re-allocation of development soes in the 2004-2006 period

HU-RO program-component (68,63%)

a. b. C. % %
Measure | PC original | re-allokation Support (cla) | (clb)
1.1. 7 558 527 8 466 646 7433159| 98,34| 87,79
1.2 7 558 527 6 650 408 8 195 226 | 108,42 | 123,23
2.1, 2 208 405 2 340 356 1175899 | 53,25| 50,24
2.2. 788 716 716 402 787 179 | 99,81 (109,88
2.3. 1314 527 1341 823 2 244 267|170,73| 167,26
2.4. 946 459 859 526 805379 | 85,09| 93,70
Together: 20 375 161 20375161 20641 111|101,31|101,31
HU-SER program-component (31,37%)
a. b. c. % %
Measure | PC original | re-allokation Support (c/a) | (c/b)
1.1 3454 918 3 870 009 3110 337| 90,03| 80,37
1.2. 3454 918 3 039 826 4 314 254 | 124,87 | 141,92
2.1 1009 437 1069 751 1494 111 |148,01|139,67
2.2. 360 513 327 459 351 449| 97,49|107,33
2.3. 600 855 613 332 699 495 | 116,42 | 114,05
2.4, 432 616 392 880 392 081| 90,63| 99,80
Together: 9 313 257 9313257 10361 727|111,26|111,26
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HU-RO-SER Program alltogether
a. b. C. % % Modified

Measure | PC original | re-allokation Support (c/a) | (clb) PCin% budgetin %
1.1. 11013 445| 12336655| 10543497| 95,73| 85,46 37,10 34,01
1.2. 11 013 445 9690234 12509 480|113,58|129,09 37,10 40,35
2.1 3217 842 3410 107 2670010 82,98| 78,30 10,84 8,61
2.2. 1 149 229 1043 861 1138 628 | 99,08 109,08 3,87 3,67
2.3. 1915 382 1955 155 2943 762 | 153,69 | 150,56 6,45 9,50
2.4, 1379 075 1 252 406 1197 461 | 86,83| 95,61 4,65 3,86
Together: 29 688 418 29 688 418| 31 002 838 | 104,43 | 104,43 100,00 100,00
Source: HU-RO-SCG/SER Program Document

Notes:
a.) PC = Program-Complement Document — it contdiesndicative source allocation among measuregendties
b.) Re-allocation: between the two application o®@rtain sources were re-allocated. These diffesewere used in PC.
c.) Support: the wined support in the certain measu

The distribution of sources by measures and prograes

INTERREG IlIA - PHARE CBC Hungary - Romania Cross-B order Co-operation Program 2004-2006

HU-RO-SCG/05/01 HU-RO-SER/06/02 INTERREG 2@B62
Measure Db HUF EUR Db| HUF EUR Db | HUF EUR
1.1 10 1816 632 80% 7208860 2 56 523 357 224299 12 1873 156 162 7 433 159
1.2. 10 1239 703 387 4919 45§ 10 825 493 60% 3275769 20 2 065 196 992 8 195 224
2.1 1 296 326 589 1175899 O 0 0 1 296 326 589 1175 899
2.2. 6 136 790 542 542 820 4 61 578 67¢ 244 360 10 198 369 218 787 179
2.3. 12 228 639 171 907 298 26 336 916 187 1336969 38 565 555 35§ 2 244 267
2.4. 5 154 673 061 613782 3 48 282 548§ 191597 8 202 955 609 805 379
SUM: 44 3 872 765 555 15 368 117 45 1328 794 3738 5272994 89 5201 559 928 20 641 111
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INTERREG IlIA - CARDS Hungary - Serbia and Crna Gor a Neighbourhood Program 2004-2006

HU-RO-SCG/05/01

HU-RO-SER/06/02

INTERREG 2Bt 2

Measure Db HUF EUR Db| HUF EUR Db | HUF EUR

1.1 3 783 805 00( 31103371 O 0 0| 3 783 805 00( 3110 337
1.2. 4 687 207 091 2727014 10 399 984 97% 1587244 14 1087 192 066 4 314 254
2.1 2 282136 781 1119 59(¢ 94 379 08§ 374520 4 376 515 869 1494 117
2.2. 3 52 642 2772 208898 3 35922 773 142 551 88 565 045 351 449
2.3. 2 131 865 58¢ 52327 4 44 407 125 176 219 6 176 272 711 699 495
2.4. 3 72 810 084 288 929 25994 43¢ 103 153 98 804 52( 392 081
SUM: 17 2 010 466 814 7978 043 22 600 688 397 2383684 39 2611 155 211 10 361 7271

Hungary - Romania and Hungary - Serbia and CrngGora Cross-Border Co-operation Program 2004-2006
HU-RO-SCG/05/01 HU-RO-SER/06/02 INTERREG 2@mB62

Measure Db HUF EUR Db| HUF EUR Db | HUF EUR

1.1. 13 2 600 437 805 10319198 2 56 523 357 224299 15 2 656 961 162 10 543 497
1.2. 14 1926910478 7646 470 20 1225 478 580 4863014 34 3152 389 058 12 509 48(
2.1 3 578 463 37( 2295490 2 94 379 08§ 374520 5 672 842 45§ 2670 01
2.2. 9 189 432 814 751718 7 97 501 449 386911 16 286 934 263 1138 62§
2.3. 14 360 504 757 1430574 30 381 323 312 1513184 44 741 828 069 2943 762
2.4. 8 227 483 145 902 711 6 74 276 984 294750 14 301 760 129 1197 467
SUM: 61 5883 232 369 23 346 160 67 1929482770 7 656 678 128 7812 715 139 31 002 839

Source: HU-RO-SCG/SER Program Document
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Winner applicants by measuresHU-RO INTERREG IIIA 2004-2006

1.2.: 20 dby;
1.1.: 12 db; 7 ;
427 204 £€: 8196 733 £;
35,96% 29,71%
21.:1db;
2.4.: 8 db; 806 1175 899 €;
B72€:381% 23.38db;2 55 1gap: O
245205€ 79333 ¢;
10,88% 3.84%

211 mi2 021 022 m23 m24

Source: HU-RO-SCG/SER Program Document

Winner applicants by measuresHU-SER INTERREG IIIA 2004-2006

12.:14 db;
1.1.:3 db; 4 315 J84E;
3 110 237€; 41,63%
30,00%
2.1.:4 dby;
24.:6 db; 1 484 111€:
382 0B1;

2.3.:6 db, 22.:6db; 14,41%
701 O7BE; 353 J31£;
8.76% J.41%

3,78%

O1.1.01.2.021.02.2. H2.3. 02.4.

Source: HU-RO-SCG/SER Program Document

Winner applicants by measuresHU-RO-SER INTERREG IIIA 2004-2006

1.2.: 34 db;

1.1.: 15 db; 12 512 117€;

33,97%

2
i 2 670 D10£;
387% 2.3.:d4db; 22:16db; T L
2 947 283&; 1145 363{; '

9 51% J.69%

O011.@1.2.021. 022 023, . 024,

Source: HU-RO-SCG/SER Program Document
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5.3 Financial settlement

5.3.1 Measures 1.1. and 1.2.

Regarding the financial settlement aspects, we prdsent the structure of the awarded and
utilised funds along with associated aspects. Wetauch upon the planned and actually
utilised own funds, with special regard to the S%eshold value of own funds stipulated in
the calls. We will then go on to describe the suppaensity and indicate the success or
otherwise of the drawing-down of the funds.

All the applications in both measure 1.1 and meadw’ of call no. 501 were able to produce
the required 5% in own funds, with the supportrisity exceeding 90%.

The support intensity for the Hungarian-Serbian liappons, each able to provide the
required 5% in own funds, was 73%. The drawing-deffunds was more efficient (90%) in
the Hungarian-Romanian programme. The combinecdesbialE U financing and co-financing
was 94.3% in measure 1.2; no data is available easore 1.1.

There was no marked difference between the Hung&@manian and the Hungarian-
Serbian programmes in respect of the extent ofutilsation of funds (94% and 98%,
respectively). The lowest ratios of fund utilisatiovere experienced in call no. 501. Call no.

602 fared better in this regard.

Reallocation and support

The difference between theallocatedfunds and the allocation of the original fundsfeeth

in Programme Supplementation Document was the estath measure 1.1 of the HU-RO
component (98.34%); the most conspicuous differealtxeit a favourable one, was observed
in measure 1.2 of the HU-SER programme compone22.2B%). The largest (favourable)
difference between financial support and reallacatvas seen in measure 1.2 of the HU-SER
programme component (141.92%).

Nearly three-quarters (74.32%) of the EFRA fundsmaaked for the entire programme
period was ‘absorbed’ by priority 1. Of the suppatisorbed’ by it, the largest amount (over
EUR 12 million) was given to the projects fundedienmeasure 1.2 (39.71%)

5 individual projects funded under measure 1.1 @nthirror projects funded under 1.2
received the highest amounts of support in the foal (HUF 1,294 and HUF 1,263
respectively). The support was more evenly allottethe projects funded under measure 1.2

of the second call.
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5.3.2 Measures 2.1. and 2.2.

The programme stipulated a very low proportion (3#@)wn funds. (The only exception was
SME'’s, where the minimum required proportion of ofumds was 50%. Although SME’s
were eligible for participating in both measurestiob@ Hungarian side, none received support
as applicants or partners in either measure.)

The average required proportion of own funds wag8% in measure 2.1. Any proportion
exceeding the minimum proportion by 7 percentagatpavas considered as expressly good
with regard to the beneficiary’s financial commitmen excess of the prescribed value.
However, such relatively high value was attributatd one project which produced nearly
30% in own funds for the implementation of the potj There was another project where
own funds exceeded 5%. The rarity of such a higbpgution of own funds is hardly
surprising, considering the tight liquidity in tpeogramme area. Several projects worth HUF
10-100 million, where the required own funds weireable (close to HUF 20 million on
average), had been implemented in measure 2.1.

The average budget of the high risk projects imeleting large-scale infrastructural capital
investments in the measure was HUF 154 millionhvaverage support intensity reaching
87%. The share of the implementation costs of tpesgcts in the total costs was an average
75%. It was the project aimed at the implementagibtine technological centre in Matészalka
where the construction content was the highest §94f6l whose project budget was the
largest. The projects used nearly 99% of the avehsipport, which can be considered as
good in the case of developments with such a latgiget and support intensity. Contract
modification affecting financial items occurredane project where the re-allocation of funds
led to a high degree of financial implementation.

It was mainly low-budget projects sought to promibte development of SME co-operation.
Own funds had not been used to a higher exterteiset low-budget budget than had been in
projects implementing investments. The proportibrown funds exceeded 8% in one case,
6% in another; only the minimum was provided in thst. The average proportion of own
funds was 5.27% in measure 2.2. There was no &igntf difference between the awarded
and used amount of support. Implementation rate384s6 in a few projects. The worst rate
was 87%, and there were two more projects with% €fte each. The average rate (98%) can
be deemed as good in this measure as well.

The limited amount of funds available for this plagme area forced the beneficiaries to use

the full amount of the awarded funds and in a manthat fully complies with the
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requirements of the call, as only external fundailalale to which they had access were the
financial support offered in calls for applicatiofhis also explains why financial planning
and implementation were among the strengths optbjects.

5.3.3 Measures 2.3. and 2.4.

In this section on financial settlement we will geat the structure of the received and utilised
funds, keeping the following in mind: we will disssiplanned and actually utilised own funds
with special regard to the 5% minimum thresholgidtted in the calls for applications. We
will present, in connection with the actual usdwfds, the degree of support and the success
or otherwise of the financial support drawn down.

In call 501 for applications, planned own funds aotded for 5.00% to 6.12% of the
requested support, with an average 5% relativéagcatvarded support. In this respect, there
was no difference between measure 2.3 and meastird 2 winner applicants (50%) were
able to produce the required minimum of 5% in owmds stipulated by the calls for
applications; a further 7 (32%) planned 5.1% in dwnds at most, i.e. they only strove to
reach the technical minimum.

The actual utilisation ratio depended on the amadirgupport drawn down, which was over
90% in the majority of the projects. We measuredaaerage 91.3% for measure 2.3 and
measure 2.4 alike. Even in the least favourable,casarly the two-thirds of the support
(73.5%) was drawn dowrOf the 5 projects affected, 3 were among the wmié measure
2.3 and 2 among the winners of measure 2.4. A ¢omsps shortfall in the own fund ratio
compared to the average is especially unfavourabkhe case of the 2 projects with the
largest budgets (HUF 60 and 66 million respectiven earlier practice of the utilisation of
EU funds is reflected in the over 99% drawdownos(B projects, 36%).

In these cases, the planned own fund ratio, infithe structure of the utilised financial
support, exceeded 5% (5.6% to 6.8%), which is, aljestill at an acceptable level.

As regards call no. 602 for applications, the pé&thrown fund ratio within the planned
structure of financing remained in the 5% to 5.58age in the majority of the projects;
however, a few (3 projects altogether) had a higB&s) own funds-to-support ratio despite
the fact that the conditions of the call had naraded in this respect. Of the projects affected,
2 (one Hungarian-Romanian project and one Hungs3embian project) were financed under

measure 2.3, and one (a Hungarian-Romanian prajecier measure 2.4. Even the highest

59



HU-RO-SER 2004-2006 Final programme maion

planned own funds-to-support ratio (9.4%) cannotdeemed as high; it meant a shift
compared to earlier practices, however.

There was significant improvement in the ratio sawih down support relative to the
corresponding figures relating to call 501. The EthAncing-to-co-financing ratios were
97.1% and 95.5% under measure 2.3 and measureespéctively. There was no marked
difference between the Hungarian-Romanian projeatsd their Romanian-Serbian
counterparts in terms of the utilisation of finargi namely 96.9% vs. 98.3% and 95.1% vs.
96.0% under measure 2.3 and measure 2.4 respgctied main underlying reason for the
difference is that, regarding the winner Hungafomanian projects, in the case of 3 (all
financed under measure 2.3), the drawdown ratido&bw the 90% threshold level (only by
a mere 1.3% in one case, though). In contrast,hootfall of this type was seen for the
Serbian projects. The worst utilisation ratio (85)7was also identified among the projects
financed under this call. Fortunately, this ratiaswinked to an action with modest financing
needs (HUF 26 million). A general improvement ie tstandard of financial planning was
reflected in the fact that drawdown ratios over 98®e not isolated occurrences. This was
actually the case in one-third (12) of all the v@nprojects.

The share of own funds within the approved finalicure of the utilised financial support
hardly changed. In addition to the 3 projects whbeeshare of own funds was already over
5.5% at the planning stage, a further 2 had a aimprcentage (as a result of the low draw-

down ratio); however, their ratios (5.7% and 7.4%0not be viewed as remarkably high.

5.4 Regional distribution of lead and project partners

Comparing the number of application, winner pragemmbd the sum of support there are two
highly active counties in the Hungarian border zonédungary - Romania and Hungary -
Serbia and Crna Gora Cross-Border Co-operationr&md@004-2006 in both application
circles. Both of active areas have very good gauiucal location to improve the cross-border
connections, building partnerships and develop theékés and Csongrad counties utilised
the opportunities in the Interreg programme andceatrate 7,92 and 8,29 million Euros for
develop cross-border zones. The number of wineggowere the highest in these counties,
too (36 and 35). The remaining counties were lesseg however, Bacs-Kiskun turned into
Hungarian-Serbian relations and applications, ugspcation. The number of projects were
less, but the amount of support was relative hig39 million Euros). Hajdu-Bihar and

Szabolcs-Szatmar-Bereg counties preferred the Ramarnoss-border potentials.
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As a consequence of limited interest, the numbewinéd projects and the sum of support

were lower, comparing the previous counties. Thentirested behaviour of organisations,
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institutions and enterprises from Hajdu-Bihar has wiewing reason. Their role was
significant only in measure 2.4 thanks to the Ursitg of Debrecen and its satellite
organisations. The relative passivity of Szabolzat®ar-Bereg was the consequence of the
deep and wide connections between the county andiigk A majority of application
activity was concentrated in that border area énitivestigated period.

The overall higher activity of the whole South Grédain (Dél-Alfold) Region (NUTS 2
level) went back to the successful work in DanubisHlaros-Tisa Euroregion as an
institutional basis of common thinking, planningdano-operation. The Euroregion was
founded in 1997, and in the last decade a high euna institutional, entrepreneurial,
personal connections were established, which wereetl into common project ideas, plans,

application and later winner projects.
5.4.1 Measures 1.1. and 1.2.

The Hungarian lead partners (LP’s) submitting aggtions for the financing support under
measure 1.1 of the first call cover all four coastthat were eligible for participation in the
call. The registered offices of the beneficiariee @ Békéscsaba and Kdrosnagyharsany
(Békés County), Baja (Bacs-Kiskun County), Szegedl lako (Csongrad County), Almosd
(Hajdu-Bihar County), and Tiborszallas (Szabolcai8@ér-Bereg County). The Romanian
partners were from four eligible counties in Ronaanihe city of Arad (Arad County), Diosig
and Girisu de Cris (Bihor County), Cenad and Siolaic Mare (Timis County), and Berveni
(Satu Mare County). As regards the AutonomousiRce of Vojvodina, the applicants were
from Subotica, Novi Sad, and Zombor. As to the aiom of co-operation, it was the
applicants participating in the Hungarian-Romargartnership who applied for most projects
(6). They were local councils or some state orgdimss on both sides of the border and the
project goalswere mostly cross-border road construction. Excégpt the individual
applications from Maké and Nagyszentmiklés (rivank rehabilitation) and the one for the
development of the airfield in Békéscsaba, all dtiger applications requested support for
road construction. A glance at the type of the oiggions reveals the unmistakeable
dominance of local councils and the the countyceffi of Kézutkezél Kht. (Public Road
Management Non-Profit Organisation) as LP’s. Thenesaholds true for Hungarian
beneficiaries receiving support in measure 1.2:1&wnd Békéscsaba in Békés County, Baja,
Bacsbokod and Kecskemét in Bacs-Kiskun County, &reand Klarafalva in Csongrad
County, Debrecen in Hajdu-Bihar, and Nyiregyhdzeé&mrabolcs-Szatmar-Bereg County. In

contrast to measure 1.1, the number of partnens ¥ojvodina is much higher (Palics, Novi-
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Sad, Zombor, Senta, Nagykanizs, Horgos, and Doroksldrhere were 9 winner projects in
the Hungarian-Romanian partnership and 4 in thegddan-Serbian partnership. In keeping
with the objective of the priority, winner projecigere mainly those intended for water
management (flood prevention and control and serfaater regulation); for this reason,
waterworks directorates operating in the individc@alintries forged partnerships. The themes
of further projects were eco-tourism, renewablergymand waste water management.

Based on the information available to us, the ithistion of the winner projects in measure
1.2 of the second call in terms of the types ofd. B similar to that in the first call, though
the dominance of Szeged (5 projects) and Nyiregyl{dzrojects) was conspicuous. Other
cities/towns and counties were Bacsbokod, Baja kedskemét in Bacs-Kiskun County,
Debrecen in Hajdu-Bihar County, and Gyula and Medggyhaza in Békés County. Foreign
partners were from Szatmar County (SzatmarnémeitiCoroit) and Bihar County (Oradea,
Lazuri) in Romania and Sombor, Novi-Sad, Sental&awiza in Vojvodina. The majority of
the winner projects (6) had flood prevention andtod as their objective; 3 were actions
intended for the protection of natural habitat§pBwater management issues and 2 for the
utilisation of renewable energy.

Regionally, the number of winner projects was thedst in Arad and Szatmar Counties (4
and 3, respectively). The dominance of the two tiesnin Hungary (Csongrad and Bacs-
Counties) was unmistakeable in the second callrefyards the project partnerships forged,
Békés County worked in co-operation with Bihar add Counties, Bacs-Kiskun County
with Bihar County and Vojvodina. The foreign prdjgartners of Csongrad County, where
the number of applications and the number of chusder relationships was the highest, were
also from Bihor County and Vojvodina. Hajdu-BihardaSzabolcs-Szatmar-Bereg Counties

each had their project partners in Bihor CodiityRomania.

5.4.2 Measures 2.1. and 2.2.

As in some cases no closing reports were made, omprehensive evaluation of the
applications submitted to the first call was polesidherefore, we will confine ourselves to
identifying a few common characteristics

As regards measure 2.1, winner applicants (2 p@ricghe Hungarian-Serbian programme

were all from Csongrad County. The beneficiariegsh&f support were all local councils of

% Inconsistent spelling of names!!! Sometimes thedgdwian names of the places are used, at othes tinagr

currently effective Serbian versions.
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places in the proximity of the state frontier (wiitbrder-crossing points in two cases). There

was only one project where the applicant that viss able to involve partners also receiving

financial support; it is true that there were asiwynas 3 in this one project. Most of the

partners were also from Csongrad County.

In the measure the only winner applicant in the Roin-Hungarian programme was from

Szabolcs-Szatmar-Bereg County (Matészalka), watpdirtners also from this county.

To sum up, regarding the Hungarian participantstaed premises, measure 2.1 had yielded

the following results:

Number of applicant organisations: 1 from Szab®&zatmar-Bereg County, 4 from
Csongrad County;

Number of partners receiving financial supportté@i Csongrad County; 1 from Bacs-
Kiskun County, 1 from Szabolcs-Szatmar-Bereg County

Number of partners not receiving any financial sapp3 from Csongrad County, 1
from Szabolcs-Szatmar-Bereg County.

The above reveals that no organisations from Békeéd Hajdu-Bihar Counties
participated as LPs in the implementation of thesasure of the programme in either
call.

In all five projects partners were from townshipsl downs/cities in the vicinity of the
state frontier. The partner of the project hosBaabolcs County was from Satu Mare,
and those of organisations from Csongrad Countyewvtlee local communities in the
townships of Kanjiza, Novi Knezevac, Temerin, Badkgola and Mali Idjos.

Project hosts in measure 2.2 of the Hungarian-R@ngorogramme were from three
from among the counties in the programme areadh B@&s an organisation located in
the county seat of the given county. Of the 10 wirapplications, 3 were implemented
by beneficiaries from Szabolcs-Szatmar-Bereg CquBtpy ones from Hajdu-Bihar
County and 4 by beneficiaries from Békés County.

Szeged’s dominant role in the Hungarian-Serbiagnamme is unmistakeable: of the
6 winner applicants, 4 have its registered sedheéncity. Besides the project hosts in
Szeged, 1 organisation in Kiskunmajsa and 1 wiheagistered seat in Gyula received
financial support.

Most cross-border partners belonged to townshipthén border region. They were

mostly from Satu Mare, Subotica and Kanjiza, anfgéwafrom Becej and Novi Sad.
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5.4.3 Measures 2.3. and 2.4.

As in some cases no closing reports were made, omprehensive evaluation of the
applications submitted to call 501 was possibleeréfore, we will confine ourselves to
identifying a few common characteristics. The numblenational lead partners was rather
limited in both the Hungarian-Romanian and Hungafrbian partnerships. This may be
partly attributed to the low number of winner paig because organisations in Békes
Counties were also allowed to submit applicatiamstly with their Serbian counterparts.
Similarly, applications from Bacs-Kiskun would aldtave qualified for calls inviting
applications from the Romanian border region. Agards the Hungarian-Romanian border
region, Nyiregyhaza (3 applications) and Nyirtel€Bzabolcs-Szatméar-Bereg County),
Debrecen (6 applications) (Hajdu-Bihar County), 8stsaba and Békés (Békés County) and
Szeged (2 applications) (Csongrdd County) emergedhe map of applications. In the
Hungarian-Serbian border region, Kecskemét and &@és (Bacs-Kiskun County), Szeged
(4 applications) and Mako (Csongrad County,) ankéBésaba (Békés County) were among
the winners. Lead partners in measure 2.3 differgg slightly from those in measure 2.4. It
strikes one as strange that neither Kecskemétipimegyhaza submitted any application for
funding under measure 2.4 (R&D and higher educatioro-operation); by contrast,
Bacsalmas and Nyirtelek did. Regarding measureti2edother counties were represented by
their county seats, where most institutions of argleducation and R&D are located.
Unfortunately, only two participants registered latations other than county seats were
among the winners funded under measure 2.3.

The majority of national project partners were @itlocal organisations or a local unit of an
organisation. Remote co-operation proper mateglisnly between Szeged and Szarvas as
well as Debrecen and Békéscsaba. Foreign partrees mainly from cities in the Romanian
border region (Satu Mare, Oradea, Arad, Timisoamna) in Vojvodina (Subotica, Palic).
There were a few project partners from places éartifif in Romania (Cluj) and Serbia (Novi
Sad), the latter being the provincial seat of tlogvddina Autonomous Province. Chelmsford,
UK as Debrecen’s project partner was a rare examepti the pattern of project partners.
Although there were only a few project partnersrfarst of the applications submitted to call
no. 501, there were some projects that involvednasy as 5 to 8 project partners. Such
‘crowded’ projects were less common in call no. ,6@2h the usual number of the project
partner amounting to 3 (the only exception beimpgaect that was funded under measure 2.3

in the township of Kétegyan).
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The closing reports of the applications submittedcall no. 602 were truly detailed and
comprehensive, enabling us to draw some conclusibgeneral relevance. A higher number
of winner projects facilitated the spatial diffusi@f the projects regarding national lead
partners. As regards the Hungarian-Romanian bordgion, Nyiregyhadza (3 projects),
Kisvarda, Méatészalka and Tiszakoréd (Szabolcs-SmaBereg County), Debrecen (3
projects) and Berettydujfalu (Hajdu-Bihar Countggkéscsaba (9 projects), Gyula, Oroshaza,
Battonya, Kotegyan, Szarvas and Békés (Békés Cpanty Szeged (3 projects) and Makéd
(Csongrad County) emerged on the map of applicatifRegarding measure 2.4, 2 projects
from Szeged and 1 from Szarvas were the only agpukc) Relative to call no. 501,
Békéscsaba and Békés County in particular partetgpan call no. 602 actively; the high
number of winning projects was significant compat@dall no. 501. Although there was no
change in the regional delineation in call no. 602 more active participation of Békés
County in the calls aimed at the Hungarian-Romararder region was unmistakeable.
There was hardly any change in the number of wimpmejects from the Hungarian-Serbian
region in call no. 602. The applicants were, howewtrongly differentiated. Winner
applications were from Baja (Bacs-Kiskun Countyze&d (3 projects), Maké and
Hédmesvasarhely (Csongrad County) and Szarvas (HAKI-(RBkés County).

The number of national partners fell significantlympared to the number for call no. 501.
They participated in only 3 projects altogethethwK6tegyan (local project partner), Gyula
(a project partner within the county) and Kecskeam& Hodme&vasarhely (regional project
partners). There was no change in the geograplucation of the foreign project partners,
with cities in the border region having become @asingly dominant. Namely, Arad, Oradea,
Satu Mare, Pecka, Timisoara, Petresti, Gradinamn8olau Mare and Jimbolia in Romania
and Novi Sad, Sombor and Horgos in Serbia. Thembar was higher compared to call no.
501. And there were also a few new participants.

We also identified the most common directions ofoperation. Szabolcs-Szatmar-Bereg
County paired up mainly with Satu Mare and Careijdd-Bihar County with Bihor County
and, within that, Oradea. Békés County mainly fecliss activities on Arad. Its strong role in
establishing relations in the border region issaété by the fact that winner project partners
were from Satu Mare, Oradea, Petresti, GradinatiR@&cka in Romania and Novi Sad and
Subotica in Vojvodina. Csongrad County’s biggestnex in Romania was Timisoara, but
Sannicolau Mare and Jimbolia in the border regidso ahelped Maké to achieve a

breakthrough in forging partnerships. In the ca$eBacs-Kiskun County, co-operation
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between Baja and Sombor and Bacsalmas and Subwegisgarticularly strong. Lukewarm

interest at other places in the county was rattniarsy.

5.5 Cross-border effects and sustainability of projects

The overall goal and major aim of cross-border igpfibns were improving partnership
among neighbouring areas, actors. The realisafigminership should begin in the phase of
planning to the period of implementation and over $ession of project maintenance phase.
This is the core element of the whole Interreg mogne.

This idea was realised in the phases of projeainig and implementation only partly. A
part of connections was not real partnership. Trei§in partners just signed the document,
however, in the planned activities there were mossborder effects, even in the phase of
planning. As a consequence of such ideas, the &xjpbe representatives of partner area did
not move, even they don’'t know, what is happeningtlee other side. In some cases, the
partnership was declared, but there was no idedtifco-operation in the phase of
implementation. (In some educational actions (agirenment protection camps), the number
and rate of participants from partner country waig/\Jow.)

There is a well defined role of Hungarian minolgxperts, decision makers, leaders) in both
partner countries to form and improve partnershipese kind of connections are very useful
in professional institutions (environmental protect water hazards), even in NGOs and civil
organisations. The success of co-operation in icenpaoject hardly based on former
partnerships. The long-lasting personal and irtgiital contacts were the base of the high
level implementation in different phases, and evleay had more-or-less well defined
conceptions and actions for further co-operatisnyall.

There were examples, if the project idea in thst foall was not good enough, the partners
improved their plan, widened the partnership anghhea new circle of application in th& 2

round.
5.5.1 Measures 1.1. and 1.2.

All of the applicants had deep professional backgdy most of them were experts of water
conservancy and/or environment protection instngj with certain knowledge in project
management. These institutions were successfhleratst years for applying EU sources for
such development programmes and actions. Most edettprojects wanted to solve highly

important problems with cross-border effects, ungeghe major problems of water disposal
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for a longer term. The results of these projecty nesult the harmonisation of cross-border
institutions and modernisation of flood-preventgystems.
Below are a few examples of the shortcomings ofideriptions of cross-border effects:

— Even when the subject matter of a given projeciaarly linked to cross-border co-
operation, the rationale for co-operation was fonsly and was confined to foreign
partners’ participation in opening and closing nregs.

— Foreign partners seem to have been expected todatiely opening and closing
meetings. Their participation in the project a¢ikds could not be identified.

— No working relationship could be identified e.g.tween the Hajdu-Bihar County
Rapid Response Directorate and its Bihor Countyntexpart, either.

— The draft budgets of the projects did not incluue ¢xpenses of the project managers’
journeys abroad, their per diems or the travel egps of foreign experts to and inside
Hungary, which suggests ‘sham’ cross-border reiahdps.

— Although the applicants emphasised the importaricend the need for cross-border

co-operation, they never went further than prepggieasibility studies.

Although certain components of projects intendedlémd prevention and control have been
implemented only in the Hungarian border regioeythlso affect the Serbian side as well.
There were only a few projects in the measurevihiere risk about the human and industrial
sewage water was the main reason of application.

There was a project concentrate on alternative wagsergy using (solar and thermal energy
systems) and its presentation were the core aefivithe planned cross-border effect seemed
minimal: the presentation, publicity and popularigtions were concentrated only in
Mérahalom, and the Romanian partner’s role wasdefined clearly. In that case, the cross-
border effect existed namely, but not really.

It is important to see, that in some specific arélas implied projects definitely have cross-

border effect, even in the project plan it wasaedcribed precisely (eg. flood-prevention).

5.5.2 Measures 2.1. and 2.2.

Institutional sustainability of projects
In the case of the development of joint businefastructures and the co-operation between
SME'’s, the institutional sustainability of projecsems to be guaranteed, as project hosts are

generally local governments, the regional orgaimeatof state-owned public institutions or
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other budgetary institutions. Though, for the tin@ng, no conclusive opinion can be offered,
regarding the projects (funded under measure Rat)itnplemented infrastructure for various
business services, the number of the companiehasirg services and the extent to which

they will carry out cross-border activities is Istilserious question.

Financial sustainability of projects

Project hosts paid little attention to presentimg tfinancial sustainability of the new
buildings. Beneficiaries are intending to ensure fimancial sustainability of the projects
from the incomes of offered services realised; hatethey failed to adequately present the
sources of incomes needed for sustainability orsttteeduling of the realisation of incomes.
Generalities give rise to doubts, especially in¢hee of projects with high support intensity
and a high amount of support like the ones impldewrwithin the framework of the
development of business infrastructure serviceghéncase of projects that use a sizeable
portion of the amount available in priority 2 it wid be especially important that decision-
makers assign the same amount of weight to botHethsbility and the sustainability. The
legal status of the beneficiaries also contributesthe financial sustainability of the
developments. The project hosts belong to the gstems of the public finances, which

guarantee some degree of certainty concerning iasom

5.5.3 Measures 2.3. and 2.4.

Measuring cross-border effects should be an esseguart of projects. Unfortunately, the
majority of the closing reports offered little inet way of hard evidence. Cross-border effects
are especially hard to evaluate for the individpedjects implemented in the Hungarian-
Romanian border region, because the Romanian pah@e no funds to rely on in the
implementation stage of the project, which by ftpédced limitations on its activities.
No significant difference was identified in the 8er region, call or measure in terms of the
cross-border effects of the projects.
The key areas identified were as follows:

* Information exchange has become ongoing.

» Parties’ interest in each other’s activity has éaged.

* There is now an active participation in each othenitiatives.

» There is now data collection on both sides of tbedér and a setting-up of similar

databases.

* Now there are training courses and co-operatidherarea of education.
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* There is better preparation of materials aimedagtirg professional standards and
better co-ordination of the planning processes.
 There are now stronger personal and institutiored and better professional co-
operation.
» There is a more efficient transfer of know-how @&xdhange of experience.
* There is better practical co-operation in the ms$eof solving shared problems.
It was mainly in connection with the projects inllc@02 that several closing reports
mentioned that, relative to the level of co-op@mtexperienced in the completed projects,
project partners had moved to a higher level obperation in both community building

(measure 2.3) and higher education and R&D (medsdje

There is hardly any data on the sustainability treowise of the projects in the closing
reports. Most of the closed projects offer nothimghe way of addressing this issue, or only
do so indirectly. In approximately 12 to 15% of hmjects further co-operation is more than
a theoretical prospect: they offer actual ideasweliithought-out topics. Their sustainability

or a higher level of co-operation in these casesatr@ady be assumed.
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6 Best practice projects and experience

6.1 Project maintenance

The major goal of wined projects — and in paralle of the highest priorities of the object of
aims in the EU Interreg programme — the impleméortadf the project successfully, the
started activities belong for a longer term, acta@nnections forming between expert,
decision makers, civil organisations and SMEs fidifferent countries. The maintenance of
finished projects involved widely different needsfects and consequences relations. To
show the different types of results in project nmemance we selected one project per measure
to focus on the long term effects of successfulhsed projects representing the Hungarian-

Romanian and Hungarian-Serbian relations.

Priority 1 Measure 1

Project number:HUROSCG0501/182/M/1.1/HU

Project title: ,Renovation of road between Biharugra — Kérésnagyany — state border”
Project type mirror

Beneficiary:Municipality of Kérosnagyharsany (Hungary)

Amount of funding227 888 802 HUF

Kdérbsnagyharsany is situated in the north-easteart pf Békés county. Concerning
accessibility and transport it falls on the perigh&rom the aspect of regional development it
is among the 48 small areas of the most disadvaategposition, it faces several economic
and social problems.The main reason for this is the collapse of calkectagricultural
production and the loss of eastern mark#isthe past 15 years potential developments to
slow down the process of the continuous lag ofdaifea have not been successful. Oradea lies
20 kms from Kdrésnagyharsany. It has a populatiod16.000 people, and it is the historical
centre and “organizing power” of the area. Duéh only temporarily open state border at
Kordsnagyharsany, the present distance betweetwthéowns is 45 kms, which does not
allow closer economic relations between them. Affter forthcoming accession of Romania
to the European Union and with the continuous cgndown of the state borders, new
possibilities will emerge to develop the traditibeaburbian Oradea-area again, following the

reorganizations of territorial relations.
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The crisis of employment and society has to be lredoin the municipalities of
Kdrbsnagyharsany and Biharugra; the only way tdhiis to return to the Oradea district.
The accession of Romania to the EU, the continumming down of the state borders
provide the chance, but to exploit the situatios iecessary to create a public road system.
The number of population in the settlements hasedsed with 500 people in the past 15
years. This is due to the inclining economic andndgi possibilities. The road under
construction and the reorganization of the areh potvide new employment possibilities for
the population, market for agricultural productsl gobs for commuters.

The Public Company, as the trustee of the publiadran the project, will have an
improvement of its position, since it is freed frome costs of the continuous reparation of the
badly damaged road surface and track. That is Wwaycobmpany can spend its resources on

the renovation of other roads in the same area.

Priority 1 Measure 2

Project number:HUSER0602/086/M/1.2/HU

Project title: ,Planning of Hungarian-Serbian Complex Geotherigiloitation and Thermal
Water Monitoring System”

Project type:mirror

Beneficiary:Geothermal Co-ordinating and Innovation Foundatidnngary)

Amount of funding37 430 103 HUF

These projects could offer a solution to the Huiagarand Serbian) alternative energy
political needs, in addition to which their lackses an acute problem of environmental
protection — water base protection: naturally, eéixtension of thermal water bodies does not
follow the borders, at the same time their protattin respect of the operative observance of
the EU Directive on Water Policy in Hungary, lagshimd the protection of drinking water
base and flood protection — in the lack of finagcin

The present project, which is the first Hungariamb&n joint geothermic energy program,
aims to realize the energetic, technological anastraction planning of a complex
geothermic cascade system (which utilizes the eeti@at range of geothermic energy) to be
implemented in three places (Szeged, MoérahalonPatid in Serbia) — with the simultaneous
setting up of an abstraction and water base proteatonitoring system of the thermal water

under joint abstraction.
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The fields of action was a feasibility study ofeothermic heating system, the energetic, heat
and water engineering planning, the official authetion and an abstraction and
environmental effect study are to be prepared aomug several building in Szeged and
Mérahalom and a 5-hectare automated greenhousensyatlizing residual heat, in addition
to which the geothermal technical development cphisegoing to be prepared for the entire

town.

Priority 2 Measure 1

Project number:HUROSCG0501/230/3/2.1/HU

Project title: ,,Promotion of Hungarian and Serbian entrepren@ar iastitution co-operation
in Bacska area”

Project typejoint

Beneficiary:Municipality of ROszke (Hungary)

Amount of fundingl09 962 632 HUF

One of the results of the realisation of the pripjitat the conference was built on Rdszke,
and training centre, that the most modern it isnislred with technical devices. The
conference interpreter system suitable conferematts an international level and onto the
keeping of programs, similarly to Kanjiza Cnesa t€enof Education, where modern
informatics devices were purchased likewise.

The vocational tasks breast, but we have to drawhepfuture jointly already now. A
cooperation agreement got to a signature betweetetiders of the two settlements which
one may be hoping not exists on priest blush ofthe result of this newer common projects,
cooperations generating it all of them-all of thene are needed between our most important
tasks is the act. Just because of this from a Bdygtiethe vocational training programs begin
beyond the border following the claim surveys andHoingary equally.

The aims set in the application attained the deésefect maximally, present project for
foundation stone can be considered, which one ayytha common past of the two

settlements and the moment defines that futurectlely.
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Priority 2 Measure 2

Project number:HUROSCGO0501/031/3/2.2/HU
Project title: INNOCOOPESS: Innovative border economic co-openaBubotica—Szeged
Project typejoint
Beneficiary:DARFT Regional Development Agency (Hungary)
Amount of funding7 770 981 HUF
The project was started bykack-OFF MEETING both in Szeged and Subotica. These events
facilitated business cooperations in the crossdaoatlea of both countries and contributed to
forming out cross-border activities. Furthermorgvrednnections came up among supporting
institutions — like development institutions, logdvernments and business associations —
helping this way the official linkages of these amgations. The project has had permanent
apperaance at the web pages of both developmeanipagions from Szeged and Subotica
that promotes the business opportunities on bddssf the borderline.
Srupy TRIPS organised for business people played an effeetile in decision making of
investors and spreading information about investnogportunities. In the frame of such a
trip a Hungarian delegation visited to VojvodinaNimvember of 2006. Participants had the
chance to know more about the working circumstantesterprises from different fields and
get more direct information from local enterpriseigganizations, institutions about problems,
barriers they have to face up and surmount stegptogthe local market. At the same time
they have the chance to experience the advantégewking there as a foreign company.
The Serbian delegation visited to Szeged in Janofa2@07. The main topic of this study visit
was about the enterprise opportunities in the BEeanpUnion. Visitors could get practical
details about advantages and disadvantages bejteyar on the EU market, and presented
the opportunities which ones are open for inteteSerbian entrepreneurs. So in the frame of
study visit guests from Vojvodina got acquaintethvihe Hungarian investment and business
opportunities.
Preparation of the curriculum of tlEBUCATIONAL PROGRAM embedded in the project had
already been started at the starting phase. Thike rpassible to hold the original timing in
project management. The curriculum based on pecoaosists of three topics:

— Custom studies, with a review of actual law

— Enterprise development in the EU and in Hungary

— Organization of entreprenurial networks and clsster
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The content of the educational program was puldiske an issue. The booklets reached not
only to the participating business men and entregues, but it is useful help to any of
interested institutions or enterprises. TROSSBORDER EDUCATIONAL PROGRAMWAS built on
three occasions — two days of each. Participanthisfevents were mainly of business men
who already had stepped into the European markebatd have liked to do so. In the two-
day programmes vocational presentations took ptatiee morning and afternoon of the first
days, and one presentation in the morning of tkersk days. In the afternoon of the second
days besides of talking through the topics of tvays] a short test was written to check if
everything was clear for the audience.

The overall aim of the G@NNECTION BUILDING MEETINGS was biulding the partnership in
between the leaders and employees of the orgammzatind institutions of Vojvodina and
South Great Plain connected to economy developnatitepreneur- incentive, territorial
development. A or specific aim was to strengthenditoss border cooperation in between the
different areas of specialities through persona¢tings. This way we have strengthened th
ealready existing information exchange, and havepeeed the working connections in
between the organizations, institutions participgitin the meetings. All in all we have
organized 6 connection building meetings, three Smeged (cross border cooperation
possibilities, meeting of development offices, neetn between organizations interested in
entrepreneurial development), and three in Subo@ganizing the meetings required a very
thight cooperation in between the partners ontthe side of the border. A very long
conciliation preceded the organizations in orddira the organizations requiring this kind of
connection as well as to set up a program for teetimgs that could be the basis of future
cooperatins.

We have providetNFORMATION AND CONSULTATION on the cross border possibilities for the
affected organizations thoroughout the project.wersng the questions of busibnessman has
mainly been connected to the events organizedmiti@d project, where ther was a possibility
of personal information flow. The consultation usethin the project were mainly in themes
concerning the project INNOCOOPESS such as padnfinancial resource search, business
possibilities in Vijvodina (connected to the studwyr). All the information gathered from out
Vojvodina partner has been put at disposal of aeyoterested. The relevant information can
be found and/or downloaded from the websitenfr.darfu.hu— INNOCOOPESS).

The information days organized organized on balkssiof the border have been serving the
purpose of information delivery (one in each coyntiThese information days have been

organized on the basis of preconciliated themes,have been organized connected to some
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kind of season (Palics Harvest Days) or businessatgiBosnhian Serb conference and business
meeting) according to the original plan.

The project ended with two closing conferences ath Isides of the border. On tbeosING
SEMINARS the partners have presented the project, sumrdatiee rsults and achievements,
and based on these have outlined the future pligstbemphasizing the succesful parts of

the project.

Priority 2 Measure 3

Project number:HUSER0602/129/M/2.3/HU
Project title: ,International County-walking Festival’
Project typejoint
Beneficiary:Self-Government of Town Mako (Hungary, Csongrad i@l
Amount of fundingi4 349 50(HUF
The organization of the programmes of Mako (thei¥asand the Conference) were started
to realize by the project management. The preparadialready finished and the participants
are chosen.
Within the confines of the project, the programniethe ‘County-walking Festival' were
materialized in Maké and in Horgos. In august 2abé folkdance group of Mako
performanced in Horgos, so in the festival of Harg® dancer from Maké and 30 dancer
from Horgos took part. In September 2007 the folixldancers of Horgos arrived to Mako,
for the Onion Festival, where 180 Hungarian andda@cers from Horgos took part. The
approach of the two frontier cities and gettingengnces were helped by the Live Panpotic
of Makdé and the performance of the Scenery. Withia confines of that programme the
visitors of Mako could learn in an enjoyable wayoabthe history of Makd. They were
involved in an interactive way, so the foreign pleagould easily understand and enjoyed the
past, the history and the culture of the city.
The Live Panoptic of Maké and the Scenery presetitedhistory of Mako in 5 scenes, with 6
actors and a 3-membered choir. The scenes weredlay young actors and local people in
period dresses. The players were organized 10.times
The following activities did the main applicantetAutonomy of Mako:

1. Stage, light and sound technology renting and teerablage at the place of the

festival.
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2. The supply of mobile tents for changing costumegié2es) and microports (4 pieces)
with the view of the repetitive co-operations ie fiuture.

3. The publication of an issue in 3 languages (50@&gs), the publicity of placards
(1000 pieces), the publication of the invitationrcc&or the conference (300 pieces)
and the publication of the invitation card for flestival (500 pieces).

4. They ensured the performances of the Panoptic aadStenery. They ensured the
remuneration of the participants, the costs ofrtlagionetts, dummies, set-ups and the
expansion of the costumes.

5. They ensured the costs of the travelling, food ancbmmodation for the participants
of the festival.

6. They ensured the costs of the food for the pa#itip of the conference, the printing

costs of the invitation cards and the issues.

Priority 2 Measure 4

Project number:HUSER0602/155/M/2.4/HU

Project title:, Sustainable use of living water sterlet livestaand development of sterlet
breeding”

Project typejoint

Beneficiary:Fishing and Aquaculture Research Institute, Szafidasgary, Békés County)
Amount of funding® 369 48HUF

In the 4" project period the partners finished the evalmatand data analisys of the
experiments and they finalised the common deligeoiethe project. The Hungarian partner
finished the manual/handbook of sterlet protectiod this document was sent to the Serbian
partners too, to support the sterlet aquacultukeldpment in Serbia. The Serbian collegues
prepared a draft of the common action plan, whisb aill be used in Hungary to support
environmental policy initiatives.

The main activity of the period was the 2 days wbdp about natural population of sterlet
and aquaculture possibilities of this species. ideof the international speakers the
Hungarian and Serbian project staff held lectutesuathe experimental and research worlk
achieved. The Serbian partner also announced herenain points of the common action
plan. Because the one of the main goal of the vihmksvas to increase sterlet aquaculture in

both country, the second day focused on practiaalibgs presented on sterlet farms. During
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the evening discussion the project partners agrette following project activities should be

achieved in Serbia.
The partners agreed that the final meeting of tiogept will be postponed to the last week of

June 2008. The Hungarian project activities wilfineshed by 31. May 2008.
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7 Description of the 2007-2013 period

7.1 Background

The European Territorial Co-operationObjective provides(formerly the INTERREG
Community Initiative) assistance in the border regions mainly for theeligpment of
cross-border economic, social, environmental a@iwithrough joint strategies for sustainable
territorial development. European territorial crbssder cooperation is designed to make a
significant contribution to the renewed Lisbon &gy. The assistance will be concentrated
on the main priorities in support of sustainablevgh and job creation.
In the new financial perspective covering the pefimm 2007 to 2013 the cross-border co-
operation programmes at the EU external borderheillupgraded from the Neighbourhood
Programmes based on two financial instruments aifféreht legislation bases to the
integrated IPA programmes which, if successful, Mqermit to overcome the key obstacles
to financing joint cross-border initiatives whickigted so far.
In comparison to the programming period 2000-200ér¢ are three major changes in
programmes for cross-border cooperation:

» the trilateral programme system will be convert&d iwo bilateral programmes;

* Romania became a full member of the European Umiokit January 2007;

* in October 2005 begun negotiations between CraatiaEU for EU accession.

Changes in programme system (2004-2006; 2007-2013)

2004-2006 2007-2013
INTERREG IIIA European Territorial Cooperation
Cross-border cooperation programme Hungary-Romania
HUNGARY-ROMANIA ¥ Serbi
HUNGARY-SERBIA MONTENEGRO ungary-serbia

Instrument for Pre-Accession Assistence (IPA)

_ Hungary-Slovakia
Cross-border cooperation programme

HUNGARY-SLOVAKIA-UKRAINE Hungary-Romania-Slovakia-Ukraine
European Neighbourhood and Partnership Instrument

Cross-border cooperation programme Hungary-Slovenia
SLOVENIA-HUNGARY-CROATIA

Hungary-Croatia

Source: own construction.
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The European Territorial Cooperation Objective fioced by ERDF aims at strengthening
cross-border cooperation through joint local andiamal initiatives and strengthening
transnational cooperation. It will support actiomenducive to integrating territorial
development linked to Community priorities, strdregting interregional cooperation and
promoting the exchange of experience at the apjateprerritorial level. The ultimate
objective of cross-border cooperation in Europdoisntegrate areas divided by national

borders that face common problems requiring comsautions.

Eligible areas

A HU-RO-SK-UA

Source: Programme Document

Hungary-Romania-Serbia Neighbourhood Programme

The eligible areas of the Hungary-Romania-SerbigN®urhood Programme in the new
period will participate in two new programmes: im& Hungary-Romania Cross-border Co-
operation Programme 2007-2013 and the Hungary&d®A Cross-border Cooperation

Programme 2007-2013 on the external border withi&er
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