
Preface

During the last decade countries in Central and Eastern Europe, the Baltic States, as well as the countries in South Eastern Europe and the Newly Independent States (the so called transition countries) have worked hard to achieve an effective and sustainable public finance system. A substantial number of books has been written on the importance of budgetary reform in this process. Recent Dutch public finance history has pointed out capacity building as an important factor supporting the implementation of budgetary reforms. 
In recent years the Netherlands Ministry of Finance has been requested by transition countries to share our experiences on budgetary reforms implementation and to fulfil an advisory role in this respect. We consider this a great honour. These requests have led to various forms of cooperation, all of them creating many valuable learning moments on both sides. 

Since there are analogies with the kind of budgetary reforms transition countries are facing these days, it appears that transition countries implementing their respective budgetary reforms could benefit from our experiences. Vice versa, we are very much interested in learning from capacity building experiences in transition countries.         

So, “What role is played or can be played by capacity building in transition countries working on budgetary reforms?” has become the leading question for this study. Our primary focus directed towards obtaining knowledge that is applicable in practice, this study reports on the experiences of three transition countries namely Bulgaria, the Czech Republic and Latvia. Consequently, the authors were able to formulate some lessons learned from practice. The inquiries funding the conclusions as well as the writing were performed by ECORYS-NEI, an internationally operating consultancy firm of renown, which takes full responsibility for the contents of this study. We express our gratitude towards them, especially the author John Zevenbergen, for their efforts and the final result.       
The main results of the study were presented at a two-day conference on budgetary reform in transition countries, which took place in The Hague on 10 and 11 November 2004. The conference 'Budget reform in transition countries: sharing experiences' was jointly organised by the OECD and the Netherlands Ministry of Finance. 
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Afterword

This study on the role of capacity building in budgetary reform in transition countries has been based on the theory of budgetary reform and capacity building (as can be found in the literature) as well as on empirical evidence from three selected case studies: the Czech Republic, Latvia and Bulgaria. The work on the case studies started with desk research to document the easily available information on budgetary reforms in these countries. In July 2004, visits were undertaken to Prague, Riga and Sofia to interview key officials that have hands-on experience in dealing with budgetary reforms in the selected countries. 

For each visit a tight program of interviews was established in an effort to speak to as many persons as possible in a short period of time. The list of persons included of course a substantial number of senior policymakers in the Ministry of Finance and (in Latvia) the State Chancellery and the State Treasury. In addition, interviews were held with representatives of other organizations involved in the budget process. Visits were made not only to various line ministries, but also to organizations such as the Office of the Government, the Central Bank, the Supreme Audit Office, the Statistical Office and the Budgetary Committee of Parliament. The visits also included interviews with senior representatives of IMF and World Bank, a Pre-Accession Adviser of the MoF and a Project Director of a project supporting the set-up of a Public Finance School. A list of all persons that were interviewed in the Czech Republic, Latvia and Bulgaria can be found in the annexes. We would like to thank all these people for the time they reserved for us to share relevant information and their knowledge on budgetary reforms in their countries.

The interviews in the Czech Republic would not have been possible without the very helpful support of Ms. Milena Horcicova and Ms. Drahomira Vaskova, Director and Deputy Director of the Financial Policies Department. They not only provided very valuable information and useful documents on budgetary reform in the Czech Republic, but they also took the responsibility for organizing many highly relevant meetings.

The author of the study on Latvia (Ferry Philipsen) would like to thank especially Mrs. Inguna Sudraba for providing clear insights in the PFM reform process and for expressing noteworthy views on the necessary conditions to implement reforms in a politically unstable environment. The program of interviews had not been possible without the helpful support of Mr. Ugis Sics of the State Chancellery who made himself constantly available to explain and discuss the reform process in Latvia.  

The ambitious program of interviews in Bulgaria had not been possible without the very helpful support of Deputy Minister L. Datzov. In addition, the author of this case study (Arthur ten Have) would like to give a special word of thanks to Mrs. A. Mihailova, Head of the Budget Policy Department, who was particularly instrumental and helpful by taking responsibility for organizing all the meetings. Ms. Milena brought very necessary help by translating those interviews that were held in Bulgarian. 

Many thanks also go to Mr. Peter Arnoldus, Mr. Bas Verberne and Mr. Pieter van Uden of the National Academy for Finance and Economy of the Dutch Ministry of Finance and Mr. Dirk-Jan Kraan of the Organisation for Economic Cooperation and Development (OECD) for their valuable comments and suggestions on earlier drafts of this report.

On behalf of ECORYS-NEI,

John Zevenbergen.
