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Public Administration Reform Fund
1 Introduction
The public administration reform in Bosnia and Herzegovina is necessary because of establishment of more efficient, accountable and more cost effective civil service. This kind of reform is a precondition for integration of BiH in the European Union, which considers administrative capacities capable for implementation of the acquis communautaire one of the most important criteria for the membership. In addition to serving the best interest of citizens on the basis of open and transparent procedures, the reformed public administration will be an initiator of continuous and sustainable socio-economic development.
The Public Administration Reform Coordinator’s Office in BiH (hereinafter: the PARCO) coordinates, directs and monitors the public administration reform, and one of the tasks of the PARCO is also the management of the Public Administration Reform Fund. The PARCO is the first institution of Bosnia and Herzegovina which is entrusted with foreign donor funds to manage.
The Public Administration Reform Fund (hereinafter: the PARF) is foreseen as a source of funding of technical and expert assistance in implementation of projects, defined on the basis of activities from the Action Plan 1, after approval by the Joint Management Board of the Fund. The assets of this Fund will serve as a supplement to available budget resources which would finance the public administration reform.
2 Memorandum of Understanding
The Memorandum of Understanding (MoU) for Establishment of the Public Administration Reform Fund is a document which defines conditions and procedures of financial support to the public administration reform and presents a framework for consultations between the donors, the PARCO, the Ministry of Finances and Treasury of BiH, and the public administration reform coordinators of the entities and the Brčko District of BiH.
The Memorandum, in July 2007, was signed on behalf of the BiH authorities by the chairman of the Council of Ministers of BiH, the entity prime ministers and the mayor of the Brčko District of BiH, and on behalf of the donors by the ambassadors of the Netherlands, Great Britain and Sweden, and the head of the European Commission Delegation in BiH. The purpose and manner of functioning of the PARF were harmonised by the Memorandum, and operative management of the PARF was entrusted to the PARCO, and it is legally based on application of BiH regulations on public procurements. Signing of the Memorandum fulfilled the formal conditions for usage of the assets of the PARF amounting 4.5 million Euros, for the purpose of implementation of the reform measures established by the Action Plan 1 (AP 1) of the Strategy of Public Administration Reform in BiH.

3 Functioning of the PARF
The PARF is being managed by the Joint Management Board of the PARF, consisting of the representatives of the signatories of the MoU, on the basis of the Rules of Procedure of the Joint Management Board of the Public Administration Reform Fund, which sets the composition and work of the Joint Management Board of the PARF, especially sessions, competencies and decision making, procedures of approval of the project proposals and the terms of reference, implementation of the tender procedures, and approval, control and usage of the assets of the PARF for implementation of the projects.
Overall coordination of implementation of the projects is carried out by the PARCO, while the function of supervision over operative implementation is carried out by the Supervisory Teams, established by the decisions of the governments and assigned by the reform areas. Practical and operational implementation of respective projects is carried out by implementation teams in the specific reform area, established for implementation of each respective project.
Projects financed by the assets of the Public Administration Reform Fund will be implemented through a partnership with active support and contribution by the administrative bodies of all levels of government. Implementation of these projects will be carried out so that it ensures the highest level of efficiency, which implies the rational use of human and material resources, and responsible and timely execution of planned activities. In order to justify the confidence of donors who have invested their money in the PARF and to efficiently and transparently manage these funds, the PARCO, in addition to filling up their capacities in terms of human resources, established also mechanisms for implementation and mechanisms of management of finances of the Fund.

The PARCO, among other things, prepared, and the Joint Management Board of the PARF adopted the Guidelines for Usage of the Assets of the Public Administration Reform Fund, which serve as an instruction and assistance to all participants in the process of implementation of the PAR Strategy and the AP 1, providing a clear overview of the steps and the roles of individual participants in the process of activation of the assets of the PARF. In accordance with these Guidelines, the PARCO prepares and proposes project proposals and terms of reference that are common to all administrative levels according to the dynamics of the AP 1 and the priorities agreed on all administrative levels. Common project proposals and terms of reference may be prepared and proposed also by the members or deputy members of the Supervisory Teams and the public administration reform coordinators of the entities and the Brčko District of BiH. Individual project proposals are prepared by the representatives of administration of the entities and the BD BiH according to the priorities and needs of each administrative level.

4 Projects of the PARF
By the end of the first quarter of 2009, the Joint Management Board of the PARF approved 11 projects in total, amounting 7.574.278,12 KM (without the VAT). Of this number, 10 projects were prepared by the PARCO, and one project was submitted by the individual originator (the Government of the Brčko District of BiH).

Projects initiated by the PARCO are related to all four levels of government in BiH (state, entity and the Brčko District of Bosnia and Herzegovina), and for their realisation the PARCO received the necessary approvals of all governments.
Table below gives the projects so far approved by the PARF JMB, with the amounts of the reserved assets.

	Projects approved by the PARF JMB
	Reform area from the PAR Strategy
	Framework budget in KM 

(without the VAT)
	Indicative start of realisation
	Phase the projects are in

	Blueprint of Development of Central Bodies of Governments in BiH – implementation of the phase I
	Policy Making and Coordination Capacities
	1.709.401,71
	III quarter 2009.
	Tender documentation being prepared

	Improvement of Rules and Procedures for Legal, Other Regulation and General Acts Drafting in BiH
	Policy Making and Coordination Capacities
	683.760,70
	III quarter 2009.
	Adopted ToR

	Budget Management Information System
	Public Finances
	1. 564. 664,00
	IV quarter 2009. 
	Tender documentation being prepared

	Training of Civil Servants For Application of Information Technologies - ECDL
	Human Resources Management
	705.128,21
	II quarter 2009. 
	Adopted ToR

	Development of Performance Management System in the Structures of Civil Service of BiH
	Human Resources Management
	750.000,00
	III quarter 2009. 
	Tender Procedure Ongoing

	Draft of Administrative Decision Making in BiH Quality Improvement Programme
	Administrative Procedure
	388.000,00
	II quarter 2009. 
	Tender Procedure Ongoing

	Establishment of Network of Info Stands
	Institutional Communication
	133.000,00
	I quarter 2009. 
	Implementation Ongoing

	Training of Information Officers
	Institutional Communication
	64.000,00
	III quarter 2009. 
	ToR being developed

	Strategic Communications
	Institutional Communication
	198.000,00
	II quarter 2009. 
	Tender Procedure Ongoing

	Design and Establishment of Interoperability Framework and Standards for Data Exchange
	Information Technologies
	880.123,50
	II quarter 2009. 
	Tender Procedure Ongoing

	One Stop Shop– Services for Assistance to Citizens
	Information Technologies
	498.200,00
	II quarter 2009. 
	Tender documentation being prepared

	Total amount of assets of the PARF for approved projects (without the VAT):
	
	7.574.278,12
	
	


5 Finances of the PARF
The PARCO and the Ministry of Finances and Treasury of BiH manage financial assets of the PARF as set forth in the Procedures of Finance Management of the Public Administration Reform Fund. Procedures include the entire process of managing the finances of the Fund, from planning and reservation of assets of the PARF, financial transactions and payments to the account of the PARF and payments by individual projects, reporting of the PARCO and reporting of the implementers of the contract, to the audit. MoU set the mechanisms of financial control and audit. The PARCO will submit the prepared annual financial reports to the Parliament, the Joint Management Board of the PARF, the Council of Ministers of BiH and the Governments of the FBiH, the RS and the BD BiH. Audit of the annual financial reports will be done by the Office for Audit of BiH. If the donors request, it is possible to engage the services of independent auditors.
Contributions of the donors are being deposited to the single account held by the Ministry of Finances and Treasury of BiH in the Central Bank of BiH. The money will be a separate budget item for spending only on the approved projects. Financing from the Fund can be increased either through participation of other donors or by increasing participation of the existing donors. Donors will contribute in the currencies of their countries. Funds will be transferred in phases and in determining the amount of the instalments, the donors will take into account the actual progress and the needs of the Fund for maintenance of liquidity (the MoU contains detailed notes on the use of the assets of the Fund).
Regarding the obligation of calculation and payment of the value added tax (VAT) for the projects financed from the assets of the Fund, for the procurements the PARCO carries out within implementation of the projects in the field of public administration reform, there is an obligation of payment of the VAT, but considering that the Memorandum of Understanding has a character of an international agreement, the investor is entitled to a refund of the paid VAT. The Joint Management Board has authorized the PARCO to initiate and maintain the procedures of return of the paid VAT to the account of the PARF – a refund of the VAT.

Initial amount of the assets of the PARF of 4.5 million Euros has been increased by 1 million Euros, and now amounts to 5.5 million Euros.

Total amount of assets of the PARF for the approved projects, without the VAT, is 7.574.278,12 KM. The amount of the VAT, calculated for the whole amount of assets of the PARF for the approved projects is 1.287.627,25 KM and it will be returned to the account of the PARF – VAT return, as assets are spent. Total amount of assets of the PARF for the approved projects, VAT included, is 8.861.905,37 KM.

As it can be seen, significant part of the assets of the Fund is already reserved for the approved projects, so at the moment, there is 1.895.159,63 KM in the PARF at disposal.

6 Requirements for New Projects
By realization of the approved projects so far, they will significantly implement the measures from the AP 1 of the PAR Strategy. However, for full implementation of the AP 1, additional financial resources are required for the projects that are planned for the coming period, which will not be realised without additional participation of donors. The PARCO continuously works on preparation of new projects that will be common to all levels of government, and through partnership cooperation with all levels, directs these activities on the way to their realisation (but whose realisation will not be possible without financial support of donors).

Similarly, ongoing are activities on preparation of the Action Plan 2 (which will cover sector reforms), and its implementation will also require additional funding.
As it could be seen from the previous chapter, a significant portion of the assets of the PARF has already been reserved for the approved projects. In relation to the current requests (assumption is that there will be more of them in the coming period), it is clear that new investments in the FARF are necessary, so this information potential “new” donors could regard as a plea to consider possible involvement in the PARF, thus making their contribution to the public administration reform in BiH.

For more details, interested donors could address the Public Administration Reform Coordinator’s Office in one of the following manners:
Address: Vrazova 9, Sarajevo

Tel:  033 565 760

Fax: 033 565 761

e-mail: parco.office@parco.gov.ba
Additional information is also available at the web addresses:

www.javnauprava.gov.ba
www.parco.gov.ba












Ured koordinatora za reformu javne uprave, Vrazova 9, 71000 Sarajevo, tel: +387 33 565 760; faks: +387 33 565 761

Канцеларија координатора за реформу јавне управе, Вразова 9, 71000 Сарајево, тел: +387 33 565 760; факс: +387 33 565 761; http://www.parco.gov.ba
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