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1. INTRODUCTION

This Evaluation covers a two-year period from January 2018 to December 2019 and provides an overall
independent assessment of the performance of the PEGASE Direct Financial Support (DFS) paying particular
attention to its results measured against expected objectives and the reasons underpinning such results. It
provides key lessons learned, conclusions and related recommendations within this Final Report in order to
improve current and future PEGASE programmes.

The Evaluation focuses on:

(a) Reviewing the results and political benefits of funding provided (2019: EUR 182.3M; 2018: EUR
185.8M), associated transaction costs and fiduciary risks;

(b)
1.05M);

(c) Assessing t
(d) -Based reform related to Public

Finance Management (PFM) and Water sector, as well as shedding light on related reform in the
Energy sector for 2020;

(e) Providing a specific assessment on the newly introduced Incentives-Based tranche;
(f) Considering whether gender and social inclusion, and cross-cutting issues of environment and climate

change were addressed and/or mainstreamed during the design and programme implementation,
including an explicit focus on Sustainable Development Goals (SDGs) and their development agendas

- -Based Approach (RBA);
(g) Assessing the contribution to effectiveness of policy dialogue;
(h) Reviewing complementarities of the PEGASE DFS mechanism and synergies/disconnects between it

(i) Visibility of PEGASE DFS programmes particularly in relation to the PEGASE DFS (2019: indicative
allocation: EUR 0.3M).

2. KEY METHODOLOGICAL ELEMENTS

Overall evaluation approach

The scope of the evaluation covers the three windows of the PEGASE DFS: CSP, Cash Transfer programme
(CTP) and East Jerusalem Hospitals (EJH), along with the related six sectors associated with the PEGASE
programme, (including those sectors (marked *) subject to the Incentives-Based tranche): (1) Public Finance
Management (PFM); (2) Public Administration Reform (PAR); (3) Social Protection (SP); (4) Health
Referrals; (5) *Water (consolidated); and (6) *Energy (consolidated).

The PEGASE Biennial Evaluation commenced in February 2021 and the Inception Phase was completed in
June 2021 with the approval of the Inception Report. A combined Phase 2 (Desk) and 3 (Field) commenced
with an extensive document review of over 150 documents (Annex 5) and consultation with key stakeholders
(see Annex 4 for list of institutions interviewed, and Section 4 for details on the methodology adopted). This
Final Report was produced during Phase 4: Synthesis and Phase 5: Dissemination was completed with the
Dissemination workshop to discuss findings held in Ramallah with various stakeholders (16 March 2022).

Challenges and limitations

Due to the breadth and complexity of the scope of the PEGASE programme, with its six associated reform

of documents (Annex 5) and during the Field Phase a wide range of around 75 stakeholders were interviewed
(Annex 4). Cognisant of the need to produce emerging findings as soon as possible, due to the aforementioned
delays during and after the Inception Phase, it was decided to merge Phases 2 (Desk) with 3 (Field). This
resulted in a compressed period to undertake this detailed evaluation and tenacity was required to secure KIIs
and FG meetings with the stakeholders, their cooperation and availability is much appreciated.

The voluminous list of indicators that was developed to underpin the JCs, required a vast amount of data, most
of which was collected successfully. During the finalisation of this Desk-Field Report and in preparation of
this Final Report, the findings have been triangulated to develop sound conclusions and carefully considered
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recommendations. The Report also addresses some forward-looking recommendations in relation to the 2022
PEGASE programme.

3. EU SUPPORT AND ITS EVOLUTION IN THE OCCUPIED PALESTINIAN TERRITORIES AND EVOLUTION
(INTENDED & REALISED INTERVENTION LOGIC)

Political and socioeconomic context in the Occupied Palestinian Territories

During 2018-19, there was increased uncertainty about future donor flows and risk of tensions spilling into
unrest painted
the subsequent withdrawal of funding from the United Nations Relief and Works Agency (UNRWA), one of
the main providers of jobs and service delivery in Gaza, resulted in increased levels of anxiety and unrest on
the ground1. President Donald Trump withdrew more than US$200 million in aid to the Palestinians in 2018,
including US$25 million earmarked for East Jerusalem Hospitals (EJH). It is noteworthy that the Biden
administration has decided to resume aid to UNRWA2.

In March 2019, a new Palestinian government was formed headed by Mohammad Shtayyeh. The new
government took initial steps to revise its development plan  the Palestinian National Policy Agenda (PNPA)
Putting Citizens First (2017 22). During its first Cabinet meeting, the government emphasised a number of
priorities including: the importance of increased productivity and competitiveness of the Palestinian private
sector; the adoption of a geog
delivery, with a focus on health and education; and reduced reliance on Israel3. However, such plans and the
budgets for 2020 and 2021 were superseded by a State of Emergency due to the outbreak of the Covid-19
pandemic and the fiscal crisis. Palestinian law states that presidential and legislative council terms are for four
years but there has not been a general election since 2006. The last local elections were held in the West Bank
in 2017, with Hamas and other Palestinian factions abstaining. The 22 May 2021 Parliamentary and 31 July
2021 Presidential elections were postponed amid a dispute over voting in Israeli-annexed East Jerusalem (and
divisions in the Fatah party).

Violence broke out between the Israeli Government and Hamas, mostly in the Gaza Strip for a period of 11
days during 10  21 May 2021, which resulted in the deaths of 232 Palestinians, including 65 children, and
displacement of 75,000 people in Gaza due to the destruction of 1,500 residential apartments (and 50 schools);
and the deaths of 12 Israelis, including 2 children4. A statement issued by the European Council on 24 May
2021 informed5 We welcome the ceasefire that should bring an end to the violence. The EU will continue to
work with international partners to restart a political process. The EU reiterates its firm commitment to the
two- - party to both the Rome Statute and the Apartheid
Convention. In March 2021, the International Criminal Court (ICC) Office of Prosecutor announced the
opening of a formal investigation into the situation in Palestine6.  The situation within Palestine is extremely
unstable and presents increased risks to the achievement of both sustainable reforms towards state-building,
and the ultimate goal of the 2-SS.

Whilst this Evaluation covers the period 2018-2019, the current macro-economic context of Palestine in 2021
requires mentioning since it presents a much-deteriorated situation compared with the previous three years.

-
the Covid-19 pandemic, with its associated severe economic downturn, and during 2020 and 2019, separate
and repeated political standoffs between the PA the Government of Israel (GoI) over Clearance Revenues
(CR)7 which determines a bleak macro-economic trajectory. World Bank projections8 based on GDP per capita
growth suggest that the poverty rate has been increasing since 2016, reaching 28.9 percent in 2020, a significant

1  20
March 2018; 27 September 2018
2 https://www.al-monitor.com/originals/2021/03/intel-us-announces-15-million-aid-west-bank-gaza#ixzz6qUKJEP2
3 UNSCO AHLC Report  September 2019.
4 UN GENERAL ASSEMBLY, PLENARY, Seventy-Fifth Session, 67th & 68th Meetings (AM & PM), 19th May 2021
5 European Council conclusions on Russia, UK, Middle East and Mali, 24 May 2021
6 Statement of ICC Prosecutor, Fatou Bensouda, respecting an investigation of the Situation in Palestine, 3 March 2021,
https://www.icc-cpi.int/Pages/item.aspx?name=210303-prosecutor-statement-investigation-palestine
7 AHLC Report, The World Bank, 30 April 2019
8 AHLC Report, The World Bank, 23 February 2021
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increase of 7 per cent over the last four years  with nearly one-third (approximately 1.4 million) of people in
Palestine living in poverty in 2020.  However, whilst GDP in 2020 is expected to have contracted by 11.5 per
cent, a modest recovery was projected during 2021 with growth returning to around 3.5 per cent.

Due to CR issues, the PA adopted austerity measures during 2018, including cutting the current wage bill by
30 percent, and curtailing other expenditures including social assistance payments. In 2019, the PA

practice of accumulating expenditure arrears and increased local borrowing. Gross arrears accumulated in 2019
exceeded US$900 million, with net arrears, after the receipt of CR, amounting to US$490 million. At the end

pending increased by
5.4 percent in 2019, year-on-year, on a commitment basis.
US$1.4 billion in 2019 while aid received amounted to US$590 million resulting in a financing gap exceeding
US$800 million.

Whilst the Covid-19 pandemic occurred after the Evaluation period of 2018  19, it is such a significant
occurrence with ongoing impacts on the PA and the Palestinian people, that it requires a brief overview as part

pertinent to the health and social protection sectors. During 2020 to date, the PA has proactively responded to
the pandemic, in collaboration with development partners during the initial onset. The PA declared a State of
Emergency and developed a Covid-19 Response Plan in March 20209. The pandemic has disrupted health
system financing and service delivery for other essential health and other social services.

Relevant national development strategies

-2022) sector reforms  the three-year Strategic
Results Framework (SRF) and the annual Results and Action Plans (RAPs). The SRF and RAPs are used by
PA institutions to report to the Cabinet Secretariat on a regular basis. Each sector should prepare an annual
report of progress (although this has not always produced).

Public Administration Reform (PAR): In addition to Pillar 2 of the PNPA which focuses on government
reform, two key nati
government.  There has not been a PAR Strategy in place. The priorities of PAR - reform of the civil service,
are encapsulated in the National Strategic Plan of Civil Service (2017  2022).

-2022) was set to provide the PA with a
framework for reforms contributing to enhanced fiscal discipline, improved allocative functions of the
government and efficiency in the provision of essential public services. It was also expected to support the
achievement of
policies and processes. A revised PFM Strategy for 2021-2023 was approved in September 2020, building on
the key constraints and weaknesses identified in the Public Expenditure and Financial Accountability (PEFA)
assessment10.

Social Protection (SP): The Ministry of Social Development (MoSD) has emphasised that the right to SP for
the most vulnerable is respected and protected, in their strategy11, which seeks to adhere to a rights-based
concept of social development. MoSD through the strategy is working towards poverty eradication, removing
all forms of marginalisation and social exclusion, as well as promoting social cohesion. Right holders, the
marginalised and vulnerable groups include: the poor, women, children, youth, elderly, PWD, and those living
in marginalised localities.

Health: The National Health Strategy (2017-2022) is Comprehensive,
quality and affordable health care for all rovide
comprehensive health care services for all and e -being, by contributing to
reforming the public health insurance system, enhancing the financial sustainability of the health care system
(improving the system of purchasing medical services and referrals), advancing the level and quality of health
services, increasing equality in accessing health care services, as well as promoting preventive health services
and enhancing public awareness and healthy behaviours, introducing the family health approach, and

9 -19 Response Plan, PA, 5 March 2020
10 PEFA, World Bank, June 2019
11 Social Development Sector Strategy (SDSS) 2017-2022, MoSD. Ramallah, Palestine, 2016
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enhancing programs for the management of non-communicable diseases and implementing related national
policies.

Overview of PEGASE Direct Financial Support

The overall objective of PEGASE DFS to recurrent expenditures of the PA 2018 and 2019 Actions is to build
effective and accountable institutions ready for statehood and enable inclusive social development (leaving
no-one behind). The specific objective is improved public services responding to citizens' needs, including
those of marginalised groups.

Box 1: Overview of PEGASE DFS components

	

	

	

	

	

	

	

	

	

	

	

	

The Results addressed by the Evaluation* include:

Result 2. Timely and regular payment of salaries and pensions are made by the PA.
Civil Servants and Pensioners (CSP) - (EUR 85 million for 2018, EUR 85 million for 2019).
The annual allocations of EUR 85 million are disbursed according to a timetable agreed upon with the PA and taking into
consideration the results of the incentive tranche indicators. There normally are about 4-5 payments per year to contribute to
the salaries and pensions of around 55,000 PA civil servants and pensioners (about half of the total). A mechanism of incentives
was introduced in 2018, solely for the CSP component (EUR 20 million yearly). The mechanism aims to underpin the reform
process within the PA by creating incentives for greater ownership of reforms.

Result 3. Timely and regular payments of social allowances are made by the PA.
Cash Transfer Programme (CTP) - (EUR 50 million for 2018, EUR 50 million for 2019).
PEGASE contributes to quarterly CTP payments to an average of 70,000 families (80% of which in Gaza).
The CTP aims to ensure the continued assistance to Palestinian families living in extreme poverty, who are dependent on
additional financial aid from the PA. It also reinforces the reform of the social protection system and the social cohesion among
Palestinians.

Result 4. People in need of medical referrals have access to East Jerusalem Hospitals.
East Jerusalem Hospitals (EJHs) - (EUR 13 million for 2018, EUR 13 million for 2019).
EJHs serve as the main centres for specialised care within the Palestinian health system where patients needing
services/procedures that are not available in the West Bank and Gaza are referred. The financial difficulties of the PA have
resulted in unpaid hospital bills, generating arrears despite ongoing reforms. PEGASE support to the Ministry of Health (MoH)
aims to ensure access to quality health services to the entire Palestinian population by covering part of the arrears for referrals.

Safeguarding measures: audit, verification, monitoring, evaluation, screening and IT support of PEGASE DFS programmes
(EUR 1.05 million for 2018, EUR 1.25 million for 2019).
Results-based monitoring and reporting for policy dialogue (EUR 0.7 million in 2020/2021)
Visibility of PEGASE DFS programmes (Indicative allocation: EUR 0.3 million for 2019).

Source: Terms of Reference, PEGASE 2018-2019 Biennial Evaluation, EU
*Result 1. Selected institutions deliver efficient and needs based services, is not covered by this Evaluation.
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The different levels of the reconstructed intervention logic

This Evaluation Terms of Reference (ToR) requires the reconstruction of the Intervention Logic (IL) of
PEGASE, including the construction of the Theory of Change (ToC) (below). The review of the existing
IL and ToC from 2016-201712 sought to assess whether it has remained valid over the 2018-2019 period
and whether it should be adjusted to enhance its relevance and responsiveness. It was informed by: (a)
the IL within the 2018-2020 PEGASE Action Document, (b) updated information provided by this

 ToR, and (c) the ToC constructed by the 2016-2017 biennial evaluation report13. This
exercise has informed the development of the EQs and JCs within the Evaluation Matrix (Annex 3).

Table 1: PEGASE Reconstructed Intervention Logic 2018  2020

Level 2018-2020
IL

Revised IL EQ Comments Alignment
with ROF

5:  Impact O.O.: Build
effective and
accountable
institutions
ready for
statehood
and enable
inclusive

social
development
(leaving no-
one behind)

O.O.1 A
democratic and

accountable
Palestinian state
within the two
State Solution

1 The OO within the
Logframe is an

Outcome rather than
an Impact

statement. It is
proposed that the

Two-State Solution
is reinstated as the

Vision for the
PEGASE.

ROF does not
include Impact
Statement or

OO

O.O.2 Self-
determination and
well-being of the
Palestinian people

1 -one

this Evaluation will
assess whether the

PA as the Duty
Bearer addresses

inclusive
development - the
requirements of

Rights Holders in
specific

geographical areas,
as well as

vulnerable groups
(including women,
and Persons with

Disabilities
(PwD))14.

ROF does not
include Impact
Statement or

OO

12 A ToC for 2018-2020 PEGASE programme  was not adopted by the EUREP, although a reconstructed ToC was developed
as part of the 2016-2017 PEGASE biennial evaluation.

13 Evaluation of 2016/2017 PEGASE Direct Financial Support to the Palestinian Authority (PEGASE DFS), A.R.S. Progetti,
October 2018

14 The UN Common Country Analysis identified 20 vulnerable groups within the Occupied Palestinian Territory (oPt),
Common Country Analysis, Leave No One Behind: A Perspective on Vulnerability and Structural Disadvantage in Palestine
UN Country Team, 2016
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Level 2018-2020
IL

Revised IL EQ Comments Alignment
with ROF

4:
Outcomes

S.O.1  Build
effective

institutions
accountable to their
citizens ready for

statehood

1,3 Moved from Impact
level 5 to Outcomes
level 4 and linked to
accountability and

participation to
reflect the PFM-

PAR reforms

Addresses inclusive
social development
as part of the Duty-

reform agenda

IO1: Effective
and efficient

legal
framework
developed,

implemented
and monitoring

on law
enforcement

enhanced
(PAR)

IO2: Developed
water and

wastewater
institutions to
reinforce good

governance
bases within an
integrated legal

and
institutional
framework

(Water)

IO3: Protective
legislations,
policies and
framework

enhanced (SD)

S.O.:
Improved

public
services

responding
to citizens'

needs,
including
those of

marginalised
groups

S.O.2 Improved
public social

services by Duty
Bearer (PA)

responding to

requirements
(including those of

marginalised
groups (leaving no-

one behind)

1,3 Responsiveness of
the Duty Bearer to
the Right Holders

demonstrated
through improved
public services and
increased Rights

voice.

OC1: Living
standards of
poorest and

most vulnerable
Palestinians are

maintained
(SP);

OC2:Vulnerabl
e Palestinians
have increased

access to
specialised

social services
(SP)

3: Induced
Outputs

IO.1 Responsive &
improved Rights-

4 Induced outputs are
not included in the
Logframe but are a

IOC2.1: Pilot
case

management
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Level 2018-2020
IL

Revised IL EQ Comments Alignment
with ROF

based public social
services

requirement of the
Evaluation ToR.

have been specified
to reflect the nature
of support to CTP

and EJH in
particular.

system is
institutionalised
and rolled out

at regional
directorate
level  (SP)

IOC2.2: Joint
Planning

Groups are
established in
all directorates
and implement
action plans for
the benefit of

elderly, persons
with disability,

women and
children at risk

(SP)

IOC2.3:
Financial

allocations for
activities of

Joint Planning
Groups (JPGs)
are reflected in
MoSD budget

(SD)

IOC2.5:
Number of

women victim
of violence
(and their
children),

benefiting from
social workers

services in
Westbank

Directorates
(out of which

number
referred to the

Mehwar center)
(SP)

DO.1:
Selected

Institutions

IO.2 Increased
capacity of PA

institutions to plan

2 Rephrasing of DO
and use of RBA

language adopted.

II2.1: SDG
1.3.1

Proportion of
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Level 2018-2020
IL

Revised IL EQ Comments Alignment
with ROF

deliver
efficient and
needs- based

services

and implement
Rights-based social

services

Was previously a
DO (from 2018-

2020 IL) and now
correctly reassigned

as IO

population
covered by

social
protection

floors/systems,
by sex, age and

persons with
disabilities (SP)

IO.3 Increased
transparency of
public finances

4
been expanded to
include planning

and expenditure to
reflect the budget-
expenditure cycle

OC2: Improved
transparency of
public finances

(PFM)

IO.4 Modern
efficient &

transparent public
administration

systems in place

4 PAR is included and
provides the effect

into S.O.2.

This output is based
on OC2 from the
PAR ROF matrix

I1: Improve
public

administration
and

government
effectiveness

that respond to
citizens' needs

(PAR)

IO.5 Predictable
financing for public

social services
(salaries of civil
servants, social
allowances for

vulnerable families;
contribution to

referral system for
EJH)

4 Predictability of
funds is crucial to
enable the PA to

deliver basic
services and

reforms.

This IO emphasises
the core functions of
the MoSD and MoH

to deliver
responsive social

services

OC5: Improved
predictability
and control in

budget
execution

(PFM)

IO.6 Increased PA
commitment to

achieving global
and sector reforms

4 This includes the IO
of the PFM

Incentives-Based
Tranche

No direct
linkages

IOC2.1:
Effective

implementation
and monitoring

of progress
against NPA

(PAR)
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Level 2018-2020
IL

Revised IL EQ Comments Alignment
with ROF

2: Direct
Outputs

DO.1 Increased
capacity of PA to
plan and execute
transparent  PAR-

PFM systems
towards complying
with international

standards

2 New DO to
emphasise

importance of
building institutions
through democratic,

participative
systems and

processes
(addressing both
PAR and PFM)
based on path

towards
international

standards

II3.1: World
governance
index for

government
effectiveness

(PFM)

II1.1: Effective,
transparent and

accountable
civil service

systems
operated

efficiently in
line with

national and
international

quality
standards and
responded to

 needs
(PAR)

O.2: Timely
and regular
payment of
salaries and
pensions are
made by the

PA in the
West Bank

DO.2 PEGASE
CSP enables

increased
predictability
(depending on

reform progress) of
funds for PA to
make timely and

regular payment of
salaries and

pensions in the
West Bank

2 Numbering of
Output changed and
rephrasing of DO to

emphasise Duty

responsibility

No direct
linkages

I1: Improve
domestic
resource

mobilization
(PFM)

OC5: Improved
predictability
and control in

budget
execution

(PFM)

O.3: Timely
and regular
payments of

social
allowances
are made by

the PA

DO.3 PEGASE
CTP enables fiscal

space for PA to
make timely and
regular payments

of social
allowances

2 Numbering of
Output changed and
rephrasing of DO to

emphasise Duty

responsibility

II2.1: SDG
1.3.1

Proportion of
population
covered by

social
protection

floors/systems,
by sex, age and

persons with
disabilities (SP)
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Level 2018-2020
IL

Revised IL EQ Comments Alignment
with ROF

IOC1.1:
Number of

families in deep
poverty

receiving social
allowances

under the Cash
Transfer

Programme (in
West Bank and

Gaza) (SP)

O.4: People
in need of
medical
referrals

have access
to East

Jerusalem
Hospitals

DO.4 PEGASE
EJH enables PA to
reduce arrears and
provide access for
people in need of

medical referrals to
EJH

2 Numbering of
Output changed and
rephrasing of DO to

emphasise Duty

responsibility

OC2.1:
Number and
actual cost of

medical
referrals to

Israeli hospitals
from West

Bank and Gaza
(Health);

DO.5 Improved
coordination
between PA,

EUREP, EDPs,
CSOs and the

private sector for
enhanced PEGASE

and sector policy
dialogue &

monitoring of PA
reforms

2 New DO that
addresses the

PEGASE
Incentives-Based
Tranche and ROF
mechanisms for
promoting PA

reforms through
policy dialogue and

monitoring both
within the PA and

between the PA and
EDPs. The ROF
approach aims to
guide/formalise a
more structured,
coherent results-
oriented policy
dialogue and

monitoring between
the EDPs and the

PA

1: Inputs Funding, policy
dialogue, Incentive

Mechanism,

2 The specific inputs
are

comprehensively
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Level 2018-2020
IL

Revised IL EQ Comments Alignment
with ROF

monitoring,
complementary

support measures,
institutional

capacity
development

listed in the
reconstructed IL-

ToC

As shown in the diagram (above), the IL has four main components:

1. the development results (levels 4 and 5);
2. the government policies and spending actions (level 3);
3. the various inputs to the government policies and spending actions, namely budget support, and

their direct effects (levels 1 and 2); and
4. the context, including country and sectoral level political economy, various political, economic

and social factors intervening in the process (the context interacts with all the levels overall

Risks

The following risks are noted in the PEGASE Action Document (2018  2020)15: worsening of the PA
fiscal situation; weak PA cooperation; insufficient capacity of PA to implement the reforms causing
delays; and failure of the reconciliation process. Other risks, inter-alia, that may be added include:

Political: lack of progress towards the Two-State Solution; high risk of violence and failure of
cease-fire resulting in continuation of recent 11-day conflict with impact on political stability
and humanitarian needs; ongoing lack of PA elections and Palestinian Legislative Council
(PLC); frequent PA-GoI CR stand-
Technical:  decreasing capacity for reforms due to high risk of violence and political conflict
eliminating change space; weak oversight and anti-corruption institutions; insufficient focus on
equity and equality issues; and lack of meaningful consultation with civil society on sector
reforms, and
Financial: increasing fiscal gap; weak and absent controls and escalating PA debt and arrears;
lack of budget transparency.

Assumptions

The following assumptions are noted in the PEGASE Action Document. However, assumption (b) does
not reflect the downward political and economic trajectory; and assumption (f) is no longer valid due
to the arbitrary withholding of CR by the GoI in 2019 which reignited the CR issue.

(a) The Two-State solution remains the political aim supported by international peace building
initiatives;

(b) No further significant deterioration of the current political and security context;
(c) The PA continues to be committed to its statehood agenda and the reconciliation process;
(d) The PA remains committed to implementing the PNPA strategy and related sector reforms;
(e) Human resources and technical capacity to implement reforms are available, and
(f) The Government of Israel respects its Oslo/Paris agreements' commitments, notably in terms

of transfer of clearance revenues, and does not impose further restrictions.

15 ANNEX 1 to Commission Implementing Decision on the Multi-annual Action Programme for 2018, 2019 and 2020 in
favour of Palestine from the general budget of the Union, Multi-annual Action Document for "PEGASE: Direct Financial
Support to Recurrent Expenditures of the Palestinian Authority 2018, 2019 and 2020"
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4. ANSWERS TO THE EVALUATION QUESTIONS

Introduction

Five EQs (Table 2) and JCs along with Indicators and the identification of information sources and
methods were approved by EUREP during the Inception Phase and shared with the
Reference Group (RG).

Table 2: Key Evaluation Questions

EQ1. To what extent was the design of PEGASE DFS relevant to the policy priorities of the PA and
EDPs considering the changing circumstances during 2018-2019?

EQ2. To what extent have the financial and non-financial inputs of PEGASE DFS and the ROF
contributed to the establishment of an improved aid management framework?

EQ3. To what extent have the development outcomes supported by PEGASE enabled the Duty
Bearer to build effective institutions accountable to their citizens ready for statehood and achieve

those of marginalised groups (leaving no-one behind)?

EQ4. To what extent and through which mechanisms (funds, dialogue, incentive tranche) has
PEGASE contributed to improvements in the policy formulation and implementation processes?

EQ5. To what extent have PEGASE visibility and communication activities contributed to an
increased awareness by the public to the EDPs support to its expected outcomes and achievements?

These EQs and JCs form the basis of the evaluation and have guided the focus of consultations and the
structuring of findings. Annex 3 provides the Evaluation Matrix. The data collected and analysed per
indicator is provided as part of the Evaluation Matrix (Annex 3) supporting the answers to the JCs
(Annex 2).

The methodology and approach adopted is based on five of the six16 standard Development Assistance
Committee (DAC) evaluation criteria, namely: relevance, coherence, effectiveness, efficiency and
sustainability, with an additional criterion i.e. the extent to which the PEGASE
DFS through the European Joint Strategy (EJS) brings additional benefits over and Member States'

although, information on relevant policy changes that may have been achieved by the PA have been
presented, where possible.

Information to inform the findings were gathered through the following methods as follows:
1:1/Group Key Informant Interviews (KII) with EUREP, EDPs, other DPs, and CSOs;
1:1/Group KII with the PA Line Ministries: Ministry of Health; Ministry of Social
Development (SD);
Focus Groups with CTP beneficiaries/potential beneficiaries and EJH referral patients;

General Secretariat Cabinet (GS); General Personnel Council (GPC); and Ministry of
Finance (MoF);  and
1:1/KII with public sector agencies, including: as the High Commission for Public
Procurement Policy (HCPPP); State Audit and Administrative Control Bureau (SAACB);

16 Impact is the sixth of the DAC evaluation criteria and as mentioned is beyond the scope of this Evaluation.
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Palestinian Water Authority (PWA); and Palestinian Energy & Natural Resources
Authority (PENRA).

The answers of each of the five EQs are presented below, with answers to each of their supporting JCs
included in Annex 2.

EQ1. To what extent was the design of PEGASE DFS relevant to the policy priorities of the PA
and EDPs considering the changing circumstances during 2018-2019?

The design of PEGASE objectives, indicators and results remained stable throughout the

within a changing economic and political context, although cross-cutting themes and

Change has not been used a tool for policy dialogue.

An explicit link between PEGASE, and the Palestine National Policy Agenda (PNPA) (2017 - 2022),
through the ROF and EJS instruments was introduced for the first time in the 2018-2020 programme
and therefore PEGASE addressed fundamental reforms and its indicators and targets remained
applicable at all levels of the logframe. PEGASE encompasses three Pillars and four sectors of the EJS

institutions ready for statehood and enable inclusive social development (leaving no-
this links with all four PEGASE outcomes in respect to its sectoral indicators (JC 1.3). However, cross-
cutting themes and targeting of marginalized groups are inadequately mainstreamed or monitored in
PEGASE which reduces EDPs abilities to support the PA as Duty Bearer to ensure no one is left behind
and the changing needs of Rights Holders are met (JC 1.4). Whilst an IL and logframe were developed
during programme formulation, and remained intact throughout 2018-2019, it was not accompanied by
a comprehensive ToC since it was based only on a problem analysis and description of its IL, and so
was not used as a tool for policy dialogue between EDPs and the PA. Although the IL remains valid,
some of its underlying assumptions are no longer applicable, particularly in relation to the increasingly
grave political and economic context, where the Government of Israel (GoI) withheld CR for example,
and this risk remains (see IL assumptions in Section 3) (JC 1.1).

The PEGASE indicators (and the Incentives-Based indicators in particular) are relevant to the
PNPA and accurately reflect the reform priorities of the six sectors relevant to PEGASE and
their focus has evolved during 2018-2020 to address the changing context.

ns. Evolution has
been seen in the Incentives-Based tranche with the inclusion of the Water and Energy sectors in 2019
and 2020 respectively; as well as in the increase of scope of PFM reforms to include Public Procurement
in 2019. In March 2019, a new Palestinian government was formed headed by Mohammad Shtayyeh.
The new government took initial steps to revise the PNPA but its priorities remained applicable to the
objectives of PEGASE including the need for improved service delivery, with a focus on health and
education; and reduced reliance on Israel. However, such plans and the budgets for 2020 and 2021 were
superseded by a State of Emergency due to the outbreak of the Covid-19 pandemic, the increasing fiscal
crisis and 11-day war (JC 1.2). In the light of a deteriorating political situation, EUREP and other
stakeholders sought to address the Triple Nexus, within the framework of the EJS, in response to the
increasing importance of greater alignment of humanitarian, development and peacebuilding planning
and programming in Palestine. This applies particularly to the SP sector, mainly through cash transfers,
but some Triple Nexus stakeholders cautioned that PEGASE will not achieve the level of scalability
required due to a lack of funds and that the PA would need to prioritise SP spending, which has not
been evidenced to date (JC 1.1).
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PEGASE funding has remained stable but sectors suffer from under-funding and a lack of
joint programming modalities (particularly for the SP and Health sectors) which has resulted
in poor coherence.

In 2018, EUR 178.77 million was committed through PEGASE DFS by the EU and EDPs and in 2019

are supported by a range of EDPs and non-EDPs including the World Bank, who administer Multi
Donor Trust Funds that already provide mechanisms for collaboration between EDPs and non-EDPs,
although the SP and Health sectors do not currently benefit from joint programming. EUREP has made
credible efforts to ensure that the PEGASE indicators are coherent in relation to support provided by a
range of DPs and avoided duplication and differentiated the support by donors (e.g. PFM reform) but
all sectors suffer from under-funding and often fragmented coordination has resulted in weak coherence
(JC 1.3).

EQ2. To what extent have the financial and non-financial inputs of PEGASE DFS and the ROF
contributed to the establishment of an improved aid management framework?

Both PEGASE funds and the ROF have contributed to effective aid cooperation and added
value for EDPs but leverage of PEGASE in promoting coordination and supporting ROF
policy dialogue processes, including monitoring, remains insufficiently realised due to absence
of coherent policy dialogue fora, and ineffective inter-governmental mechanisms, and
fragmentation amongst EDPs. PEGASE funds have remained stable during 2018 and 2019
(Table 5, Annex 2).

In 2018 (EUR 157.7 million) and 2019 (EUR 166.6 million) PEGASE funds were broadly disbursed to
schedule, although some frontloading to CSP took place in 2019 due to the CR-related fiscal crisis
(Figures 1 and 2; and Tables 6 and 7, Annex 2).

Figure 1: (EQ2 JC2.1) 2018 PEGASE DFS Planned  Figure 2: (EQ2 JC2.1) 2019 PEGASE
DFS Planned and Actual Disbursements and Actual Disbursements

However, more recently in 2021 due to delayed disbursement of CTP funds, the MoSD questioned
predictability of these funds, and this raises broader concerns about the dependency of the PA on
PEGASE funds (JC 2.1).  As an instrument, PEGASE DFS enables the channelling of donor
contributions to the PA in vital sectors without multiple administrative-transaction costs when funding

  PEGASE  its
safeguarding measures reassure the contributing EDPs and target funds to three PEGASE components
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to support associated sectoral reform. These are the key reasons why EDPS continue to fund PEGASE,
The commitment to financially sustaining its basic SP country-system was questioned by many
local stakeholders and DPs interviewed. (JC 2.3). Nevertheless, during 2018-2019 eight EDPs
continued to contribute to the PEGASE DFS, which is broadly similar to the 2016-2017 period
(although the EU was the only donor to EJH in 2019).
salaries through CSP in 2020 and have confirmed that they will no longer be contributing to PEGASE,
but
budget was cut (Table 5, Annex 2), (JC 2.1, JC 2.4). EUREP-led discussions on priorities for the 2021
PEGASE programme took place in 2020 with most institutions (namely PMO, MoF, MoSD, MoH,
EJH) and in line with their revised relevant sector strategies. Discussions have also taken place with the
EJS Sector Leads or active EDPs in the sector in addition to other DPs and CSOs.

The ROF was recognised by most stakeholders as enabling structured discussions on results
and indicators amongst partners. However, leverage of PEGASE in promoting coordination
and supporting ROF policy dialogue processes remain insufficiently realised. While there
appears to be a general common understanding between the PA and EDPs and interest to foster
policy dialogue, the instruments and structures to enable such dialogue have been insufficient
and lacked coherence to promote conducive sector reform processes.

Aid cooperation has been enhanced through PEGASE DFS and the ROF has helped build closer
partnerships, avoided duplication, and sought to promote joint monitoring and accountability, as well
as alignment to national priorities. However, this has been achieved in the absence of coherent policy
dialogue fora, and inter-governmental mechanisms, and despite some misalignment between the ROF
and PEGASE, and fragmentation amongst EDPs. In some sectors, (such as Health and SP), ROF and
its policy dialogue processes have acted as the main, if not only formal framework for policy dialogue
between the PA and EDPs17. The Incentives-Based Indicators do enable targeted policy dialogue in
relation to specific aspects of sector reforms, although bilaterally, without coordinated policy dialogue
meetings involving CoG and LMA stakeholders. This bilateral approach has contributed to insufficient
synergies/implementation of joint programming approach in sectors that are linked to PEGASE thus
having limited impact on improved harmonisation and complementarity (JC 2.3).

proach (through the introduction of a multi-
annual approach and incentives mechanism) has not been accompanied by adequate
monitoring and reporting mechanisms (with the exception of the DFS safeguarding measures
and the Incentives-Based tranche). (JC 2.2, JC 2.3).

As such, ROF has acted as the main tool for joint monitoring at general and sectoral levels, although
DPs Interviewed report that the impact of ROF reporting would have benefited from wider
dissemination of ROF and PEGASE meeting report outputs particularly at the political level.
Nonetheless, PEGASE DFS has neither presented any significant issues in relation to costs of controls
nor witnessed any new fiduciary risks during the period, due to the well-established nature of PEGASE
DFS and its safeguarding measures. For the Incentives-Based tranche, the MoF has submitted the
progress reports to verify progress made against Incentive-Based indicator targets as required by the
EC HQ although these reports lack detail in relation to steps taken and challenges faced. Nevertheless,
the EU has demonstrated a flexible approach in response to these challenges by carrying forward and
waiving indicators for example, in line with the provisions established in the Financing Agreement as
far as waivers are concerned (JC 2.1).

17 ROF is supported by Sector Policy Dialogue on progress under the ROF of the EJS 2017-2020. These contain clear
objectives, and mechanisms for recording decisions and key issues to be discussed in High-Level Policy Dialogue between
EUREP and PMO where progress and challenges on the ROF are discussed
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Whilst the principle of incentives has been accepted by EDPs, and to some extent by the PA
itself, there are mixed views on the effectiveness of the Incentives-Based tranche for
accelerating reform. EDPs believe that care needs to be taken to minimise the reputational risk
of EDPs by only adopting indicators that reflect the priorities of the PA and are politically
acceptable to the government.

The EC Headquarters (HQ) and EUREP consider that the incentives mechanism has been a success.
The PA and DPs also acknowledge that the incentives mechanism has speeded up the reform progress
and are not averse to some increase in the coverage of the Incentives-Based tranche to other sectors per
se. Those DPs who do not fund the CSP component lack information about the performance of the

. Some believe that the mechanism has deficiencies in practice due for example to
indicators being carried over to the following year with no perceived consequence in

terms of loss of funds; although this is in line with EU Budget Support rules. In addition, in 2019 EUR
1.9 million was not disbursed to the PA due to under-performance against the Incentives-Based
Indicators. This could possibly be explained by the existence of some misperceptions about the
governance of the Incentives-Based tranche by some stakeholders, primarily due to a lack of
information. (JC 2.4).

EQ3. To what extent have the development outcomes supported by PEGASE enabled the Duty
Bearer to build effective institutions accountable to their citizens ready for statehood and achieve

s
(including those of marginalised groups (leaving no-one behind)?

Development outcomes supported by PEGASE enabled the PA as a duty bearer to maintain
public social services in CTP and health including reaching marginalised groups whose needs
were compounded during Covid-19.

Since 2017, while the percentage of households living in extreme poverty and covered by social
allowances slightly improved (Table 3), CTP beneficiaries only received 75 per cent of their annual

the country-system of SP. Also,
services has declined since 2016.

The main SP system is provided through the national CTP with cash assistance to 108,844 poor and
vulnerable families as well as free health insurance, food assistance and school fee waivers. Since the
previous reporting period (2016-2017), the percentage of households living in extreme poverty and
covered by social allowance slightly improved and contributed to help meet basic needs. However, only
three out of four annual payments were made by MoF. So, the CTP beneficiaries received 75 per cent
of their ann commitment, and
it weakens the country- escalated in 2019 led to an increased
reliance on PEGASE to help meet the basic needs of vulnerable groups which was compounded during
Covid-19. PEGASE contributions accounted for 40-

per cent. round two t
delivery of health services is supported by PEGASE through CSP and contribution to health referral
arrears to EJHs (JC 3.1).
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Table 3: (EQ3. JC 3.1) Number and profile of recipients of CTP 2017-2019

INDICATOR YEARS

2017 2018 2019

Deep Poor Families (PCBS) 158,000 127,048 127,048

Families Registered in CTP Database 110,701 108,844 105,373

Registered in CTP Database from Gaza Strip 72,287 71,659 69,908

Registered in CTP Database from West Bank 38,414 37,185 35,124

Registered in CTP Database with deep
poverty scores
(6.3939 score with the proxy-means-testing)

94,166 92,570 90,000

% Percentage of total deep poor families
targeted by CTP

59.60% 72.86% 70.84%

Female Headed Families 45,851 45,400 45,017

Families headed by People with Disabilities 19,588 19,000 18,109

Elderly Headed Households 33,370 37,099 37,432

MOF Budget (NIS) 480,000,000 500,000,000

Total Actual  Annual Payment 369,645,424 370,752,136

PEGASE Contribution 185,004,102 198,191,207

PA Budget Contribution 184,641,322 172,560,929

Source: ROF Sector Matrices, EUREP, 2019, 2018

Whilst MoH estimates that 85 percent of people in need of medical referral were able to access and
receive the service, Gaza citizens had difficulties in access due Israeli permit requirements not being
granted which has negatively affected their health outcomes. Within the context of the accelerating
fiscal crisis, Palestinians continue to report low satisfaction with government performance, and public
services, along with low trust in the government. Citizen satisfaction with the health care system has
al
strengthening public social services and building effective institutions accountable to their citizens, has
lagged (JC 3.2).

EQ4. To what extent and through which mechanisms (funds, dialogue, incentive tranche) have
PEGASE contributed to improvements in the policy formulation and implementation processes?

During 2018-2019, PEGASE DFS provided an effective vehicle to the PA to continue to deliver
public services, and free up PA funds for the PA to handle the pandemic in 2020, though not
necessarily to improve services in a meaningful (or evidenced) way, especially in relation to the
health sector. However, the challenges encountered in channelling EU funds in 2021 created
missed opportunities to further support much needed services and marginalised groups amidst

investing in the development of the national
healthcare system is questioned.

Most stakeholders still see PEGASE - as helping keep services afloat rather than a vehicle for reform,
with the exception of the Incentives-Based mechanism. EUREP's leadership and coordination of the SP

imensional poverty
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analysis supports the Social Development Sector Strategy 2017-2022 (and the revised strategy 2021-
2023) through its approach to comprehensive social development, ensuring that the right to SP for the
most vulnerable is respected and protected. However, the perceived lack of improved services
especially by CTP and EJHs beneficiaries is reflected in the increased criticism by citizens and civil
society over the PA's failure to meet its SP obligations. Relatedly, EJHs are experiencing a significant
reduction in their ability to meet health service needs. PEGASE disbursement delays in 2021 (due to

EDPs to consider other funding mechanisms (although no specific alternate mechanism was named by
these stakeholders) to assist Palestinians during Covid-19. However, the PA decreased its health
expenditure in 2019 to below 2017 levels. This is one possible reason why the Civil Society and DPs
have quest
system (JC 4.1).

-Based has been satisfactory
with the indicators reflecting their own reform priorities, which are at a relatively early stage
in the reform process (Table 9).

The specific areas of PFM reform subject to the Incentives-Based mechanism are key priorities for MoF
and are incorporated within their PFM Strategy (2017-2022) and their good performance in relation to
these indicators (2018:  80% of indicators were Met/Partially Met; 2019: 75% were Met) demonstrates
their commitment to these reforms, although the overall PFM reform agenda is extensive, and progress
remains at a fundamental stage in the overall PFM reform process. For the Water Sector Reform and

to the PWA to undertake the establishment of Bylaws and institutional reforms and whilst the indicators

of stakeholders involved, along with the pandemic which has resulted in delays in legislative reform.
Accordingly, during 2019 and 2020, the PWA achieved half of its Incentives-Based indicators. For the

-Based Indicators were drawn from its
Energy strategy. The sector faces political, financial, and technical challenges and PENRA

and the transfer of the energy sector from Israel, although whilst reforms started with attention on
technical and commercial topics, political issues impeded progress. Thus, PENRA achieved half of its
indicators in 2020. Lessons identified by state sector stakeholders include: the need to gain senior level
(including Ministerial) ownership; multi-stakeholder buy-in; early and timely negotiation of indicators
between EUREP and the state actors; more frequent policy dialogue; increased funding; increased
visibility for reforms achieved through PEGASE; and consistent flexibility across EUREP in relation
to the setting of performance indicators and technical policy dialogue in relation to assessment of
indicator compliance (JC 4.2).

The lack of progress in adoption of PEGASE related reform areas (outside of the Incentives -
Based tranche) indicates the lack of policy-driven budgeting by the PA as well as poor capacity
across the PA and state agencies to implement reforms.

The lack of realisation of policy reforms and progress is largely caused by weak links between the
PNPA, sector strategies and the budgeting process, as well as a slow legislative promulgation process,

existing and new legal mandates (Table 10, Annex
2). In addition, it indicates a lack of impact of ROF or PEGASE policy dialogue on the associated
sectoral reforms This has resulted in a lack of sustainable change within these PEGASE-linked sectors
(particularly PAR, Health and SP) and is of serious concern. MoH has continued to reform and
strengthen the existing Health Referral system, but some reforms stopped due to Covid-19 (Table 11,
Annex 2) (JC 4.3, JC 4.4).
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Despite the national CTP seeking to support the recovery and resilience of vulnerable
populations, concerns about implications of non-execution of budget/resources remain amidst
worrying signs that the PA sees it as less of a priority.

The CTP is not sufficiently shock-responsive and there are insufficient linkages between social
assistance with resilience programming. Beneficiaries opined that the CTP payments are too low to help

beneficiary
who are considered

to be - CTP execution is reliant on MoF disbursements
commitment to the national system remain. During the period of evaluation, MoF did not execute the
full budget for the national system (Table 3, page 26) and beneficiaries only received 3 out of 4 quarterly
payments. In 2020, only half a quarterly payment was disbursed. This concern is compounded in times
of crisis, such as Covid-19 most recently, where CTP families were not paid their social allowances and

funding to address the needs of families in crisis.

For Health, the National Health Sector strategy aims to nationalise the health system. Despite the
volume of referrals reducing in 2019 as a result of PA policy to stop referrals to Israeli hospitals, costs
of referrals to Israeli hospitals during 2018-2019 have not been proportionately reduced and remain
unexplained by MoH18. However, according to the ministry, costs have been controlled by 85 to 90
percent due to the e-referral system which has unified prices and helped reduce costs (JC 4.4).

The nexus of the EJS, its ROF and the PEGASE ToC/IL has enabled a coherent and a more
(but not fully) coordinated approach to results-based reforms and policy dialogue but aid
harmonisation as well as monitoring of gender and social inclusion is sub-optimal. Whilst the
PEGASE IL is well-aligned with Effective Development Cooperation Principles, the PA and
some DPs wish the EU to reinstate an overarching political objective - the maintenance of the 2-
SS, as the overarching objective of the programme (as per pre-2016).

This is in recognition of the constraints that the PA faces at both political and technical levels due to
not being in control of their own resources due to Israeli Occupation, which is one of the causes
affecting their ability to realise ambitious reforms. In terms of aid harmonisation, the PA commented
that the DPs still continue to emphasise their own bi-lateral policy dialogue; this, along with a PEGASE
SC not having been in place during the 2018-2020 period has prevented coherent coordination and
monitoring. The EJS reflects the principles of an RBA and PEGASE underpins such an approach in its
support to the CTP and EJH. The PEGASE programme is also relevant to Agenda 2030 and its IL
identifies linkages with SDG 16, SDG 16.6.1, SDG 1.b.1, and SDG 1.4.1, and at the sectoral level both
the PAR and SD strategies address, inter-alia, gender and PWD. Whilst the PEGASE logframe includes
indicators in relation to gender social inclusion, Incentives-Based indicators are neither disaggregated
in terms of gender and social inclusion nor focus on equalities issues (JC 4.5).

EQ5. To what extent have PEGASE visibility and communication activities contributed to an
increased awareness by the public to the EDPs support to its expected outcomes and
achievements?

PEGASE communications and visibility activities have not raised awareness of the public to
EDPs support. Awareness-raising activities with the public (Iftah dinners for CTP beneficiaries) are
limited; and EDPs consider communications to be inadequate with an absence of focus on outcomes.

18 The data reveals an insignificant and non- proportionate reduction in the cost of referrals to Israeli hospitals. MoH reports
on the number and costs of referral but their reporting does not provide an explanation as to why that is. During the interviews,
none of the interviewees could explain this when they were asked and this could not be triangulated/ validated from other
reports.
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The PEGASE Communications and Visibility Strategy was not implemented. EUREP considered their
commissioning of the Visibility Strategy and Communications Plan to be an unsuccessful engagement
as the strategy and plan appeared not to be useful, having been produced in June 2019 - 18 months into
the 2018 - 2020 PEGASE programme. The Iftah dinners, aimed at CTP beneficiaries were the only

 them, these dinners are a narrow form of
communications-visibility. Safad (a local media company) successfully delivered 16 Iftah dinners (8
per annum) during 2018 and 2019, with cultural events and entertainment for 3,000 CTP beneficiaries
in 16 different localities across the Occupied Palestinian Territories (OPTs). Safad noted the need to
encourage more women to attend (some did not attend for cultural reasons) and to increase accessibility
for PWD (JC 5.2, JC 5.3).

Formal feedback loops are not in place and EUREP PEGASE-related programme managers have not
been involved in developing key messages (JC 5.1). EUREP organises a range of communications and
visibility activities of modes and channels, that (inter-alia) allow for PEGASE-related bilateral and
group discussions with DPs. Whilst meetings were found to be generally useful and informative,
however, EDPs were more critical, informing the evaluation that communications are problematic and
tend to focus on outputs rather than achievements, outcomes and challenges. EDPs are concerned about

effectiveness. The PA is less clear about the communications and visibility actions that EUREP has
undertaken in relation to PEGASE; although they are aware of sector policy dialogue at the technical
and political levels in relation to budget support and TA, as well as the ROF (JC 5.2).
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5. OVERALL ASSESSMENT

It is important to be cognisant of the increasingly unstable context within which the PA has been
operating since 2018, characterised by a deteriorating political and socioeconomic situation.

of US$200 million in aid to the Palestinians in 2018 (including US$25 million earmarked for EJH); the
repeated withholding of CR by the GoI in regard to Palestinian political prisoners and so-called martyrs;
cancellation of planned Parliamentary and Presidential elections in 2019 and 2021; and ultimately the
11- -
due to the combined effects of the Covid-19 pandemic, with its associated severe economic downturn,

by the PA in 2020 and 2021. The PA had already begun adopting austerity measures during 2018,
including cutting the current wage bill by 30 percent, and curtailing other expenditures including social

amounted to US$590 million (reducing each year) resulting in a financing gap exceeding US$800
million.  The poverty rate, which has been rising since 2016, reached 28.9 percent in 2020, with nearly
one-third (approximately 1.4 million) of people in Palestine living in poverty.

The deteriorating political and socioeconomic context increases the reliance of the PA as Duty
Bearer and its Rights Holders on DP support, including PEGASE DFS. The PA confirmed that it
appreciates the PEGASE support, and this proved to be increasingly essential to the payment of wages
and pensions through the CSP, particularly during the CR standoffs as well as supporting the welfare
of vulnerable people through the CTP and EJH, especially during the pandemic. Whilst PEGASE is
concerned with supporting the viability of the PA through reforms ultimately leading to
strengthened institutions and improved, inclusive, service delivery, the political dimension is
missed.  It is therefore understandable that the wish of the PA and many EDPs is to reinstate an
overall political objective of PEGA

more ambitious national and sectoral reform agendas. This increasing multidimensional instability
suggests that now is not the time to make fundamental amendments to the composition of the three

incremental changes to the design of the 2021 PEGASE programme are considered to be
appropriate, including: increasing the proportion of the Incentives-Based tranche to stimulate reforms;
strengthening the governance system, including monitoring and reporting, and enhancing policy
dialogue; and bolstering PEGASE with complementary capacity development activities. On the other
hand, it is advised that any fundamental change to PEGASE should be informed by a full Political
Economy Analysis (including a conflict analysis) to assess the political impact of such options.

In 2018 (EUR 178.77) and 2019 (EUR 175.88) PEGASE funds have remained constant and were
broadly disbursed as planned, although some frontloading to CSP took place in 2019 due to the CR-
related fiscal crisis. About 5-6 payments per year contribute to the salaries of around 55,000 PA CSP.
The CSP funders during 2018-19 were the EU, Netherlands, and UK. The UK completed its funding to

this is not a reflection of dissat
cut. PEGASE also contributes to quarterly CTP payments to an average of 70,000 families (80%
of which in Gaza).  The CTP funders during 2018-19 were: the EU, Austria, Spain, Ireland, and Finland.
More recently in 2021 due to delayed disbursement of CTP funds, the MoSD questioned ownership and
predictability of these funds, and this raises broader concerns about the dependency of the PA on
PEGASE funds. EJH arrears payments were funded during the period by the EU, Italy and Finland;
although in 2019, the EU was the sole funder. Nevertheless, during 2018-2019 eight EDPs continued
to contribute to the PEGASE DFS, which is broadly similar to the 2016-2017 period.

It is of concern that Pale
services has declined since 2016. This has led some EDPs to question supporting unsustainable
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country systems. Meanwhile, EDPs continue to fund PEGASE in recognition of the added value
that it provides  through safeguarding measures and along low administration costs, which enable
support across more than one PEGASE component without additional costs.

PEGASE has evolved over the evaluation period, with the introduction of multi-year programming and
the introduction of the Incentives-Based tranche, which has been found to accelerate the reform focus.

reforms, accompanied by Technical Assistance (TA). Lessons learned in relation to the Incentives-
Based tranche include the importance of the selection of indicators to be politically acceptable to the
PA  which is crucial to increasing their ownership of these reforms. EUREP has been praised by the
state actors involved in the current Incentives-Based tranche for its flexibility in its assessment of
indicator compliance (the EUREP and EC HQ have applied provisions of the relevant Financing
Agreements as well as established practice in Budget Support operations, although stakeholders may
not be aware of them), but this kind of flexible, sensitive approach (in setting performance indicators
and assessing compliance with these indicators) needs to be consistently applied by all management
levels of EUREP.

The lack of monitoring and reporting of PEGASE progress, with a Steering Committee only having
been set up recently in 2021, has meant that there is a lack of documented lessons learned. There has
not been sufficient or coherent policy dialogue to allow space for reflection by stakeholders on the

that PEGASE has supported keeping PA services afloat but there is a lack of evidence that it has
supported the improvement of services. There has also been little demonstrable progress in achieving
sector-wide reforms. Many reforms remain in their infancy or not endorsed by the Cabinet. Stronger
engagement is required at the political (ministerial) level to inspire reform processes.  Reforms
take time, and this is demonstrated by the fact that, in justified circumstances, a few Incentives-Based
indicators that were deferred year on year, due to the complexity and challenges of promulgating
legislation which would likely result in unfunded mandates for example. Therefore, EDPs
expectations need to be realistic, mindful of the context and associated challenges facing the PA.
Policy dialogue is an important tool for PEGASE EDPs to engage with the PA on its priorities and
challenges, however such mechanisms are either moribund or institutional arrangements within the PA
are not in place. It is high time that PEGASE and the ROF facilitates the establishment and
strengthening of robust, comprehensive, and regular institutional arrangements for policy
dialogue with formally agreed governance procedures.

A key challenge for the PA is its chronic underfunding. Whilst PEGASE funding has remained
stable, PEGASE-related sectors suffer from under-funding by the PA and DPs and lack of joint
implementation modalities (particularly for the SP and Health sectors) which has resulted in poor
coherence. Consequently, EDPs have questioned the commitment of the PA to fund CTP as well
its plans to implement a national health service. Aid coordination will need to be strengthened
through joint implementation. TA to support sector reforms will also need to accompany this
process.

Cross-cutting themes and marginalised groups have not been adequately addressed within the
design of PEGASE, and monitoring of PEGASE-related reform progress has been weak, due to a
lack of a monitoring and reporting framework. However, it is anticipated that with the opportunity
presented by the 2021 PEGASE programme to increase the public oversight and engagement of the
civil society in monitoring the reform process including the Incentives-Based tranche, that gender and
social inclusion issues are more likely to be addressed and monitored by PEGASE. It is therefore
important that civil society are also involved in any reviews/redesign of PEGASE going forward.
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There have been limited examples of innovations and best practices identified during the 2018-2020
PEGASE programme, due mainly to it being a long-established mechanism. However, the Incentives-
Based Indicators are a good example of introducing a change in approach which has not only
contributed to accelerated reform results but also increased coherence, transparency and accountability
between the PA and EDPs.
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6. CONCLUSIONS

Brief intro presenting the clusters of the Conclusions

Clusters have been deduced logically from a review of the Conclusions and address aspects of the
evaluation criteria, as well as reform processes and results, and include:

Cluster 1: Design of PEGASE
Cluster 2: Policy Reform progress
Cluster 3: Service Delivery
Cluster 4: Cross cutting issues
Cluster 5: Policy dialogue
Cluster 6: Incentives-Based tranche
Cluster 7: PEGASE monitoring and reporting

Cluster 1: Design of PEGASE

Conclusion 1: The design of PEGASE continued to be relevant to the priorities of the PA and EDPs.
The design of PEGASE (objectives, indicators, and results) remained stable during 2018-2019 and

onomic
and political context. Building effective and accountable institutions ready for statehood and enable
inclusive social development remained relevant for the PA over the period 2018-2019. Improved

d a key priority for the PA;
current Overall Objective does not reflect the political context of the OPTs.

This conclusion is based mainly on EQ1: JC 1.1, JC 1.2, JC 1.3; and JC4: JC 4.5

An explicit link between PEGASE, and the PNPA (2017 - 2022), through the ROF and EJS
instruments was introduced for the first time in the 2018-2020 programme and therefore PEGASE
addressed fundamental reforms and its indicators and targets remained applicable at all levels of the
logframe. PEGASE encompasses three Pillars and four sectors of the EJS and related ROF. The

statehood and enable inclusive social development (leaving no- with all
four PEGASE outcomes in respect to its sectoral indicators. However, this OO is more of an

Maintain Viability
of The Two- is presented as an input  a Key Driver of Change. The reinstatement of
an overarching political objective - the maintenance of the 2-SS, as the OO of the programme would
confirm EDPs recognition of the constraints that the PA faces at both political and technical levels,
which affects their ability to realise ambitious reforms. The PEGASE logframe indicators have been

and generally are found to be
eform.

Conclusion 2: PEGASE DFS funds and mechanism has provided added value to EDPs.

PEGASE DFS is providing EDPs with a robust mechanism to channel joint funding to the PA
Treasury, however the sustainability of the country-systems is not ensured.

This conclusion is based mainly on EQ2: JC 2.1, JC 2.3, JC2.4

During 2018-2019 eight EDPs continued to contribute to the PEGASE DFS, which is broadly similar
to the 2016-2017 period, where 14 MoUs were signed with seven EDPs (the same EDPs as in 2018-
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2019). PEGASE funds have remained stable during 2018 and 2019. The channelling of donor
contributions to the PA in vital sectors without multiple administrative-transaction costs when
funding across more than one component, along with the well-established safeguarding measures,
provides
of controls nor witnessed any new fiduciary risks during the period. It contributed to effective aid
cooperation (but has not strengthened coordination to any significant extent). PEGASE DFS and the
ROF have helped build closer partnerships, avoided duplication, and sought to promote joint
monitoring and accountability, as well as alignment to national priorities. Inhibiting factors to the
effectiveness of PEGASE support include: the lack of full alignment with sectoral priorities;
questions about the acceptability of the Incentives-Based Tranche in the context of Occupation-
related constraints on PA resources; poor progress in sector reforms; and concerns about commitment
from the PA to address fundamental reforms required, particularly in relation to the SP and Health
sectors.

Cluster 2: Policy Reform progress

Conclusion 3: PEGASE influence on Health referral reform is very limited but much needed.

of health civil servants through CSP, the health sector reform in relation to nationalising the
healthcare system and rationalising referrals outside MoH is not addressed adequately by PEGASE
in the framework of the European Joint Strategy.

This conclusion is based mainly on EQ2-JC2.2, JC 2.3 and EQ4; JC4.3

Health reforms indicators in ROF and PEGASE are not comprehensive. PEGASE contribution to
EJH component and for salaries under CSP was not accompanied by support to reforms in the health
sector despite including reform-related indicators being included in the PEGASE logframe (such as
referral costs to Israeli hospitals, MoUs with EJHs to control the costs, etc.). The sector is severely
underfunded and ROF and its policy dialogue processes which have acted as the main, if not only
formal framework for policy dialogue between the PA and DPs, is seen as insufficient for conducive
a

are stakeholders in health financing reforms related to nationalisation of the healthcare system, but
the prioritisation and specification of these reforms (and related indicators) remains unclear in both
PEGASE and the ROF and are very much needed.
relatively low and misses dedicated TA support required to strengthen it.

Cluster 3: Service Delivery

Conclusion 4: PEGASE remained crucial to keep service afloat but has not leveraged improved
public services by the PA.

PEGASE has created fiscal space for the PA
performance in achieving reforms, improving public services, and accountability to its citizens has
lagged.

This conclusion is based mainly on EQ3 JC3.1, JC3.2 and EQ4:JC4.1

 Since 2017, the percentage of households living in extreme poverty and covered by social allowances
improved. However only three out of the four annual payments were honoured by the PA since 2018,
providing families with 75 per cent of their annual entitlements. The level of payments is often
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described as too low to help families out of poverty and the partial payments make them even more
insufficient to cover basic needs. The
on PEGASE to help meet the basic needs of vulnerable groups which was compounded during Covid-
19. Despite the crisis, the PA only made three payments in 2020. PEGASE also helped free up PA

improving services, along with accountability to its citizens has contributed to declining citizen
satisfaction with the PA performance and public social services since 2016. The perceived lack of
improved services especially by CTP and EJHs beneficiaries is reflected in the increased criticism
during 2021 by citizens and civil society over the PA's failure to meet its SP obligations.

Conclusion 5 Lack of funding and coherent funding coordination in SP and Health sectors.
Unreliable financing of social sectors and low budget execution by the PA coupled by inefficiencies
in the healthcare system has curtailed improvement of quality of service delivery. PEGASE could
have been used more efficiently as leverage in the EU-PA policy dialogue.

This conclusion is based mainly on EQ1: JC1.3; EQ2: JC 2.3;  EQ4: JC4.1, JC4.5

Whilst all sectors suffer from under-funding, the SP sector is especially affected by inadequate
budgets. Whereas in addition to limited donors and funding, the health sector suffers from
inefficiency in the system and an absence of a clear health financing strategy, along with fragmented
coordination that has resulted in weak coherence. The PA decreased its health expenditure in 2019
to below 2017 levels and
commitment to investing in the development of the national healthcare system. PEGASE and its

approach has resulted in the Health sector not benefiting currently from joint programming.

Conclusion 6: PEGASE support is increasingly vital to the Social Protection of Palestinians and
help meet basic needs of vulnerable groups, but CTP cannot function without international
funding.

PEGASE support to the PA in the social protection sector, in particular through the national Cash
Transfer Programme has been crucial to ensure regular payment of social allowances. However, the
reliability and sustainability of the country system is of concern as it cannot function without
international funding.

This conclusion is based mainly on EQ2 JC2.1; EQ3: JC3.1, JC3.2; and EQ4: JC4.4

CTP enables the channelling of (additional funds) support to vulnerable groups. Considering the
deteriorating socio-economic situation and worsening poverty in Gaza, an additional EUR 10 million
were allocated for cash injection to the poorest families in Gaza targeting an additional 7,811 families
who were on the CTP waiting list, most of them with refugee status. Despite the national CTP seeking
to support the recovery and resilience of vulnerable populations, the long-term funding of the CTP
fails EGASE to fund it. CTP is also not
sufficiently shock-responsive and there are insufficient linkages between social assistance with
resilience programming. There is a lack of clarity as to expected outcomes of the social assistance.
Collaboration between MoSD and humanitarian actors remains mostly on technical issues and suffers
from limited harmonisation of approaches and strategic coordination towards a shared objective
which is compounded by lack of regular and structured exchange between humanitarian clusters and
LACS SP SWG. EUREP, DG ECHO and EDPs have agreed a roadmap 2021-2024 to operationalise
the Triple Nexus for greater alignment of humanitarian, development and peacebuilding planning and
programming in Palestine in relation to the SP sector, with a focus on cash transfer programmes.
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However, CTP may not achieve the level of scalability required for effective SP due to a lack of funds
which would require the PA to prioritise SP spending, which has not been evidenced to date.

Conclusion 7: The EJH component in PEGASE remains vital to the six EJHs and the OPT

service needs was constrained by delays encountered in
channelling EUREP funds in 2021.

This conclusion is based mainly on EQ2: JC2.1; EQ3: JC3.1; and EQ4: JC4.1, JC4.2, and JC4.4.

spitals in East Jerusalem.
EJHs serve as the main centres for specialised care within the Palestinian Health system. Patients
needing services and procedures that are not available in the West Bank and Gaza are referred by MoH
for treatment in EJHs whereas PEGASE supports the PA with financial contribution to partially cover
the outstanding invoices of medical referrals to EJS. However, the challenges encountered in
channelling EUR funds in 2021 constrained their ability to meet health service needs.

Cluster 4: Cross cutting issues

Conclusion 8: Inadequate mainstreaming of gender and social inclusion within PEGASE and the

Inadequate consideration of cross-cutting issues (gender and social inclusion in particular) within

no One behind.

This conclusion is based mainly on EQ1: JC1.4; EQ2: JC2.3; and EQ4: JC4.5

PEGASE supports the PA as a Duty Bearer in pursuing SDGs and its development agenda including its
RBA and responsibility to Leave no One Behind. PEGASE support to the PA for ensuring RBA, is evident
in availing services (via maintaining civil servants) and access of marginalised groups to their rights to
public services, especially SP and EJH components.
and RBA data and analysis inhibit their effective integration/mainstreaming in PEGASE and ROF within
sector reform programmes. This also negatively affects the EDPs abilities to carry out significant policy
dialogue with the PA and support the Duty Bearer in assuring it is meeting the needs of different
marginalised groups.

Conclusion 9: PEGASE visibility and communications have been minimal.
PEGASE visibility and communications efforts have been minimal and consequently awareness by
DPs and the public is low.

This conclusion is based mainly on EQ5

All stakeholders acknowledge that communications about PEGASE need to be increased and
improved to maximise impact. Whilst visibility is also an EU requirement, this Evaluation
acknowledges that undertaking visibility activities in relation to Budget Support operations is
challenging. The Visibility Strategy and Communications Plan commissioned by EUREP was not
implemented, having been produced 18 months into the 2018-2020 programme. EDPs consider
communications to have been inadequate with an absence of focus on outcomes; and awareness-
raising activities with the public (Iftah dinners for CTP beneficiaries) have been limited.
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Cluster 5: Policy dialogue

Conclusion 10: Fragmented and ineffective Policy Dialogue mechanisms have reduced the
effectiveness and efficiency of PEGASE reform processes.

Fragmented Development Partners-PA policy dialogue processes have affected the coordination,
frequency, and effectiveness thereof and did not allow PEGASE to play its role as leverage for
reform. This has also reduced opportunities for synergies and collaboration between Development
Partners.

This conclusion is based mainly on EQ1: JC 1.3; EQ2: JC2.2, JC2.3; and EQ4: JC4.5

While there appears to be a general common understanding between the PA and EDPs and interest
to foster policy dialogue, the structures to enable such dialogue has been insufficient, ineffective  and
lacked coherence to promote conducive sector reform processes. This has prevented coherent
coordination and monitoring. Excluding the SP WW,
regularly during 2018-2019 and has resulted in informal DP-only meetings being held to exchange
information which may have hampered the potential for increased synergies. Other contributory
factors include: a lack of effective leadership and engagement of CoG, failing intra-governmental

and ROF regarding PA reforms in relation to relevant PEGASE sectors (notably Health), and EDP
fragmentation.

mechanisms by EDPs rather than a joint programme, with multiple stakeholders from the PA side.
therefore, the leverage for reform is weak, compared to a traditional sector-wide approach
programme like the Education Joint Financing Agreement (JFA) between EDPs and MoE, for which
LACS/ROF and JFA policy dialogue are aligned, reinforcing each other.

Conclusion 11: A comprehensive Theory of Change for PEGASE was not adopted during the
programme and some assumptions underlying the Intervention Logic are no longer valid.

Whilst an Intervention logic was established, a comprehensive Theory of Change was not explicitly
developed for the 2018-2020 PEGASE programme. Some of its underlying assumptions are no longer

which does not reflect downward political and economic
Oslo/Paris agreements' commitments, notably in terms of transfer of Clearance Revenue, and does

This conclusion is based mainly on EQs 1, JC 1.1

Whilst an IL and logframe were developed during programme formulation, and remained intact
throughout 2018-2019, a comprehensive ToC was neither developed for the 2018-2020 PEGASE
programme (although a ToC was constructed as part of the 2016-2017 PEGASE biennial evaluation)
nor used as an explicit tool for policy dialogue between EDPs and the PA. Later, the IL was further
elaborated and refined as part of the 2021 PEGASE programme including a multi-annual reform
agenda for key sectors. A ToC was also constructed based on a reconstructed IL as part of this
PEGASE Biennial Evaluation (Section 3. of this report). Some of its underlying assumptions are no
longer applicable, particularly in relation to the increasingly grave political and economic context,
where the GoI withheld CR for example, and this risk remains.
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Cluster 6: Incentives-Based tranche

Conclusion 12: The Incentives-Based tranche has evolved during 2018-2020 and performance has
provided positive results.

The introduction of an Incentive-Based approach for the CSP window (where funds are disbursed
on the condition that certain performance indicators are achieved) with the inclusion of new sectors,
such as energy and water in the performance indicators has provided positive results. Targeted
Incentives-Based Indicators have speeded up the pace of some reforms.

This conclusion is based mainly on EQs 1, JC 1.1; and EQ4: JC4.2

Evolution has been seen in the Incentives-Based tranche with the inclusion of the Water and Energy
sectors in 2019 and 2020 respectively; as well as in the increase of scope of PFM reforms to include
Public Procurement in 2019. These indicators reflect the fundamental nature of the reforms required

he 2018-2019,
and the Water and Energy sectors achieved half of their indicators during 2019 and 2020 respectively.
Whilst there is a lack of documented lessons learned, those lessons identified by state sector
stakeholders include: the need to gain senior level (including Ministerial) ownership; multi-
stakeholder buy-in; early and timely negotiation of indicators between EUREP and the state actors;
more frequent policy dialogue; increased funding; increased visibility for reforms achieved through
PEGASE; and a consistent approach across EUREP in relation to the setting of performance
indicators in discussion with the PA and assessing indicator compliance.

Conclusion 13: The appropriate choice of Incentives-Based Indicators minimises the reputational
risk of EDPs.

Care needs to be taken to minimise the reputational risk of EDPs by only adopting indicators that
reflect the priorities of the PA and are politically acceptable to the government.

This conclusion is based mainly on EQ2: JC2.4

Overall, the Incentives-Based mechanism has been a success in terms of increasing PA ownership
and speed of progress and provides the opportunity to increase its coverage to other sectors.
However, care needs to be taken to select indicators that are politically acceptable to the PA, in order
to continue to harness PA buy-in, thereby reducing the potential reputational risk to EDPs (which
may result from the adoption of indicators that are considered politically unacceptable to the PA).

Conclusion 14: Targeted policy dialogue for Incentives-Based Indicators has speeded up the pace of
reform.

Whilst there are mixed views on the effectiveness of the Incentives-Based tranche, targeted policy
dialogue for Incentives-Based Indicators has speeded up the pace of reform.

This conclusion is based mainly on EQ2: JC 2.3, JC2.4

Whilst the principle of incentives has been accepted by EDPs, and to some extent by the PA itself,
there are mixed views on the effectiveness of the Incentives-Based tranche but this is mainly related
to issues of communication. The Incentives-Based Indicators do enable targeted policy dialogue in
relation to specific aspects of sector reforms and have speeded up the pace of reform compared with
other sectors not subject to Incentives. Those DPs who do not fund the CSP component lack

has
deficiencies
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following year with no perceived consequence in terms of loss of funds (although disbursement
decisions taken are in line with EU Budget Support operations and Financing Agreement provisions).

Cluster 7: PEGASE monitoring and reporting

Conclusion 15: Inadequate monitoring and reporting of PEGASE and the ROF.
Monitoring and reporting of PEGASE and ROF achievements should be enhanced.

This conclusion is based mainly on EQ1: JC1.4; and EQ2: JC2.1

(through the introduction of a multi-annual
approach and incentives mechanisms) has not been accompanied by adequate monitoring and
reporting mechanisms (with the exception of the DFS safeguarding measures and the Incentives-
Based tranche). As such, ROF has acted as the main tool for joint monitoring at general and sectoral

framework.

Conclusion 16: The EJH component of PEGASE does not monitor equitable access to tertiary care.
Lack of disaggregated data on Health referrals in PEGASE logframe and ROF indicators inhibits

vulnerable groups in Gaza, and limits EDPs engagement with the PA and Government of Israel in

This conclusion is based mainly on EQ1: JC 1.4

In PEGASE DFS log frame, the few disaggregated performance and process indicators by gender and
marginalized groups primarily concern CTP whereas disaggregation is largely lacking in Health

equitable access between the West Bank and Gaza.

Conclusion 17 -Based progress reports are not comprehensive which prevents
issues being resolved in a timely manner.

-Based progress reports lack detail in relation reform steps taken and challenges
faced which prevents issues being resolved in a timely manner.

This conclusion is based mainly on EQ2: JC2.1

For the Incentives-Based tranche, the MoF has submitted progress reports to verify progress made
against Incentive-Based indicator targets as required by the PEGASE DFS mechanism (aligned with
EC Budget Support processes) although these reports lack detail in relation to steps taken and
challenges faced.
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7. RECOMMENDATIONS

Figure 3 provides an overview of the level of priority in terms of importance of the recommendations
and the urgency (agenda) of their realisation. They are presented according to the five EQs and seven
Clusters of conclusions within the context of a programme management lifecycle.

Figure 3: Major links between EQs, conclusions and recommendations

Table 4 provides an overview of the level of priority in terms of importance of the recommendations and
the urgency (agenda) of their realisation.
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Table 4: Prioritisation of recommendations

No. Recommendation Importance* Urgency*

1 Revise the Overall Objective and Specific
Objectives for 2022 PEGASE programme. 4 4

2
Hold policy dialogue with current PEGASE
stakeholders about the forthcoming PEGASE
programme and future funding options.

3 4

3 Promote PA accountability to Palestinians about
PEGASE-related policy reforms. 3 3

4 Consider supporting reforms in the Health sector
including Health referrals. 4 3

5
Increased financing and joint programming in the
SP and Health sectors, accompanied by coherent
policy dialogue is required.

4 3

6 Clear and effectively coordinated roadmap for
Social Protection and Development is required. 2 2

7 access to essential SP and Health services is
required.

3 2

8 Improve mainstreaming of gender and social
inclusion. 2 1

9
A new Visibility and Communications Strategy
should be developed and implemented for the 2022
PEGASE programme.

2 1

10
Coherent PEGASE-related policy dialogue
networks should be established between all key
stakeholders.

4 3

11 Prepare a Theory of Change for the 2022 PEGASE
programme. 2 3

12

The Incentives-Based tranche should be expanded
to cover the other two PEGASE
components/sectors: CTP-SD, and EJH-Health
sector referrals.

3 2

13
Introduce regular monitoring and reporting of
PEGASE reform progress and increase its
frequency in relation to the ROF.

4 3

14 Improve monitoring of equitable access to health
referrals 3 2

* 1 = low, 4 = high
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Figure 4: Prioritisation of recommendations, schematic overview

Cluster 1: Design of PEGASE

Recommendation 1: Revise the Overall Objective and Specific Objectives for 2022 PEGASE
programme.

accountable
-determination and well-being of

more properly located at the Specific Objective outcome level. Accordingly, the outcome level

respondin
(leaving no- -based indicators relating to steps required to recommence the
peace process would also need to be developed in discussion with the PA leadership, within the
context of the PEGASE ToC. Now is not the time to make fundamental amendments to the

.

This recommendation is linked to:

Conclusion 1: The design of PEGASE (objectives, indicators, and results) remained stable during
2018-
changing economic and political context. Building effective and accountable institutions ready
for statehood and enable inclusive social development remained relevant for the PA over the
period 2018-
priority for the PA; not reflect the political
context of the OPTs.

Conclusion 11: Whilst an Intervention logic was established, a comprehensive Theory of Change
was not explicitly developed for the 2018-2020 PEGASE programme. Some of its underlying

current
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transfer of Clearance Revenue, and does not impose further restri

Main implementation responsibility: EUREP
Main associated actors: EC HQ, PMO, Ad-Hoc Liaison Committee (AHLC)

What works and should continue?

The PEGASE programme-based approach, with its multi-annual programming and Incentives-based
tranche introduced for the 2018-2020 programme should continue.

What should be strengthened (or discontinued)? How should this be done?

The indicators associated with the current OO
remain applicable to the proposed revised OO,
but additional process-based indicators relating
to the recommencement of the peace process
would be required.

The revision of the PEGASE OO would require
political engagement with the PA leadership
including discussions at the AHLC about the
recommencement of the peace process. This
would be followed by discussions with the PMO
and MoF regarding changes to the Specific
Objectives and their indicators, within the
context of the PEGASE ToC.

Recommendation 2: Hold policy dialogue with current PEGASE stakeholders about the forthcoming
PEGASE programme and future funding options.

Seek to improve the understanding of and participation in PEGASE in preparation for the launch of
PEGASE 2022, by holding a series of policy dialogue meetings with current EDPs, non-EDPs, the
PA, and Civil Society to (a) present an overview of the outcomes and benefits of PEGASE, the
proposed programme and its DFS mechanism, its Intervention Logic Theory of Change, and
indicators (including the Incentives-Based tranche), (b) the associated challenges and reforms
required in support of the three components and PEGASE-related sectors and its linkages to the
PNPA, and ROF, (c) a schedule of policy dialogue, monitoring and reporting arrangements (d)
Identification of synergies and opportunities for collaboration, including integrated national
financing frameworks, and joint programming.

This recommendation is linked to:

Conclusion 2: PEGASE DFS is providing EDPs with a robust mechanism to channel joint
funding to the PA Treasury, however the sustainability of the country-systems is not ensured..
Conclusion 9: PEGASE visibility and communications efforts have been minimal and
consequently awareness by DPs and the public is low.

Conclusion 10: Fragmented Development Partners-PA policy dialogue processes have affected
the coordination, frequency, and effectiveness thereof and did not allow PEGASE to play its role
as leverage for reform. This has also reduced opportunities for synergies and collaboration
between Development Partners.

Conclusion 11: Whilst an Intervention logic was established, a comprehensive Theory of Change
was not explicitly developed for the 2018-2020 PEGASE programme. Some of its underlying

further significant deterioration of the current

transfer of Clearance R

Main implementation responsibility: EUREP
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Main associated actors: current PEGASE EDPs (Netherlands, Austria, Spain, Ireland, Finland,
Italy), non-EDPs, PA (Centre of Government (CoG), Line Ministries and Agencies), and CSOs.

What works and should continue?

The PEGASE programme and DFS mechanism should continue with support to the three
components.

What should be strengthened (or discontinued)? How should this be done?

The approach, results, and benefits of PEGASE
should be strengthened through unified
(involving all key stakeholders) as well as
bilateral policy dialogue, monitoring and

activities to publicise PEGASE outcomes should
be increase to target current and potential
additional EDP/non-EDP funders, as well as

newly established PEGASE Steering Committee.

A series of PEGASE 2022 workshops should be
held with EDPs/non-EDPs/PA/CSOs. A schedule
of policy dialogue, monitoring, and reporting
arrangements should be prepared. A new
Visibility and Communications Plan should be
developed with the involvement of EUREP
PEGASE-related sector programme managers.
Share a strategy paper identifying funding
options for the medium-long term vision for
PEGASE/its progression in relation to
opportunities for collaboration, including
integrated national financing frameworks, and
joint implementation arrangements, including
discussions concerning results.

Cluster 2: Policy Reform progress

Recommendation 3: PEGASE should be further leveraged to support and incentivise the PA to
enhance its accountability to its citizens.

PEGASE should be further leveraged to support and incentivise the PA to enhance its accountability
to its citizens (including Civil Society) within reform processes. CSOs focusing on governance

budgeting processes, and PEGASE and related ROF policy dialogue and consultation processes

This recommendation is linked to:

Conclusion 4: PEGASE has created fiscal space for the PA delivery of essential public services,
nd accountability to

its citizens has lagged.

Main implementation responsibility: EUREP and PA: PMO and MoF
Main associated actors: PA (CoG, Line Ministries and Agencies), Cabinet Secretariat, and CSOs;
current PEGASE EDPs (Netherlands, Austria, Spain, Ireland, Finland, Italy); ROF Leads; and non-
EDPs,

What works and should continue?

ROF policy dialogue arrangements that are already in place and its inclusion of engagement with
Civil Society demonstrate EDPs commitment to the importance to the role of civil society in policy
development and in monitoring the implementation of laws and policies.
The 2021 PEGASE programme has set up a Steering Committee including the PMO, and relevant
Line Ministries and Agencies involved in reforms.

What should be strengthened (or discontinued)? How should this be done?



Biennial evaluation of 2018-2019 PEGASE Direct Financial Support ("PEGASE DFS") to the Palestinian Authority
Final Report  March 2022

44

Ongoing improved development cooperation
including PEGASE-related reforms is dependent
and strongly intertwined with political progress
towards the 2-SS and the continued perceived
legitimacy of the PA as Duty Bearer.

priorities linked with a transparent and
participative sector planning and budgeting
process within a Medium-Term Budget
Framework, require comprehensive
implementation.
Strengthen Civil Society role in in holding PA to
account over PEGASE related reforms,
including transparency in budgeting and
decision making by the PA (PFM-budgeting
processes-(already initiated in 2021 PEGASE
Action Document).
Increase coherence between ROF and PEGASE
in policy dialogue meetings; and when planning
complementary measures

by
financial support is essential to promote the
perspective elections and reintegration of Gaza
in the PA policies and programmes (especially

). Whilst
they are unlikely to be achieved until the
medium-longer term, a roadmap towards these
goals would need to be prepared in the short-
term.
Inclusion of CSOs focusing on governance
transparency, accountability, and human rights

and
in PEGASE and related ROF policy dialogue
and consultation processes
Include an update on ROF reform progress as a
standing agenda item for the PEGASE Steering
Committee, and vice-versa for PEGASE within
the agenda of the relevant ROF sector policy
dia
referencing within reports, to increase
coherence between PEGASE and relevant
sectors within the ROF.
Address ROF and PEGASE reform priorities

and support required when planning
complementary measures for related sectors
including TA and twinnings.
Consider supporting a joint council on anti-
corruption (combining the Palestinian Anti-
Corruption Commission and relevant Civil
Society organizations).

Recommendation 4: Consider directly linking PEGASE with support to Health sector reforms
including health referrals.

Consider directly linking PEGASE with support to Health sector reforms including health referrals.
Accordingly, define the potential future focus and role of PEGASE and the ROF in strengthening the
Health referrals. EDPs should advocate for increased support to fund the health sector and support
reforms needed to nationalise health services. Inclusion of Health reforms in the Incentives-Based
Tranche at a proportionate level should also be considered.

This recommendation is linked to:

Conclusion 3:
payment of salaries of health civil servants through CSP, the health sector reform in relation to
nationalising the healthcare system and rationalising referrals outside MoH is not addressed
adequately by PEGASE in the framework of the European Joint Strategy.

Conclusion 4: PEGASE has created fiscal space for the PA delivery of essential public services,
performance in achieving reforms, improving public services, and accountability to

its citizens has lagged.

Conclusion 12: The introduction of an Incentive-Based approach for the CSP window (where
funds are disbursed on the condition that certain performance indicators are achieved) with the
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inclusion of new sectors, such as energy and water in the performance indicators has provided
positive results. Targeted Incentives-Based Indicators have speeded up the pace of some reforms.

Main implementation responsibility: Italy as Sector Lead, MoH, and EUREP
Main associated actors: EDPs, CSOs

What works and should continue?

tertiary health services and should continue.

What should be strengthened (or discontinued)? How should this be done?

Coherent policy dialogue in health sector should
be strengthened and supported through PEGASE
SC and joint programming in the sector to
strengthen a multi-stakeholder sector-wide
approach (whilst PEGASE provides joint
funding it does not relate to joint programming).

Clarify and jointly de
and role in supporting the PA to increase access
to quality national tertiary health services and
reflect healthcare system and health financing
reforms and their indicators in PEGASE and the
ROF.
EDPs should advocate for increased support to
fund the health sector and support needed
reforms to nationalise health services through
joint programming, TA, etc.
Consider inclusion of health-related reforms in
the Incentives-Based Tranche at a proportionate
level.

Cluster 3: Service Delivery

Recommendation 5: Increased financing and joint programming in the SP and Health sectors,
accompanied by coherent policy dialogue is required.

Increased financing and joint programming in the Social Protection and Health sectors,
accompanied by well-coordinated policy dialogue is required to support the Duty Bearers to deliver
improved and inclusive social services  

This recommendation is linked to:

Conclusion 5: Unreliable financing of social sectors and low budget execution by the PA coupled
by inefficiencies in the healthcare system has curtailed improvement of quality of service
delivery. PEGASE could have been used more efficiently as leverage in the EU-PA policy
dialogue.

Conclusion 6: PEGASE support to the PA in the social protection sector, in particular through
the national Cash Transfer Programme has been crucial to ensure regular payment of social
allowances. However, the reliability and sustainability of the country system is of concern as it
cannot function without international funding.

Conclusion 4: PEGASE has created fiscal space for the PA delivery of essential public services,

its citizens has lagged.

Conclusion 10: Fragmented Development Partners-PA policy dialogue processes have affected
the coordination, frequency, and effectiveness thereof and did not allow PEGASE to play its role
as leverage for reform. This has also reduced opportunities for synergies and collaboration
between Development Partners.

Main implementation responsibility: EUREP and Italy
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Main associated actors: COG, MOSD, and MOH; and other EDPs.

What works and should continue?

CTP and EJHs components of PEGASE use of national mechanisms and to provide-joint funding
support to the PA.

What should be strengthened (or discontinued)? How should this be done?

Joint programming in supporting MoSD to build
shock-responsive social assistance system linked
to nexus approach to SD and nationalised quality
health care for all Palestinians.
Policy dialogue mechanisms for SP and Health
should be reviewed.

EDPs are encouraged to promote delegated
cooperation through pool funding/ joint
programming in SP & health linked to policy-
related reforms,
Consider increased EU other DPs support to
resource health reforms based on clearly defined
roadmap that explains specific reforms to
nationalise the health services and referrals and
cost of services, and one that is linked to a clear
and transparent health financing strategy with
qualitative engagement of CSOs.

Support the PA/MoSD in identifying medium
term financing needs and sustainability of the
policy reforms pertaining to new Law for the
protection of PWD and the Elderly.
Policy dialogue mechanisms for SP and Health
should be reviewed (in relation to
PEGASE/ROF/LACS/PA) to identify gaps in
institutional arrangements, clearly differentiated

in focus and remit

Recommendation 6: Clear and effectively coordinated roadmap and respective action plan for
operationalising social development sustainable service delivery is required.

PEGASE should support MoSD to develop a clear roadmap and  action plan to operationalise the
SDSS. PEGASE should also continue its support to MoSD to build a shock-responsive social
assistance system under a formal Nexus coordination mechanism. PEGASE should consider
contingency planning and inclusion of SP-related reforms in the Incentives-Based Tranche at a
proportionate level. TA support should be provided  to increase gender and conflict sensitive CTP.
Further, policy dialogue with CoG to prioritise SP funding is required to ensure continued access to
SP by beneficiaries, including Gaza. MoSD also requires support to identify its medium-term
financing needs. EDPs are encouraged to practice delegated cooperation through pool funding/ joint
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This recommendation is linked to:

Conclusion 6: PEGASE support to the PA in the social protection sector, in particular through
the national Cash Transfer Programme has been crucial to ensure regular payment of social
allowances. However, the reliability and sustainability of the country system is of concern as it
cannot function without international funding.

Conclusion 4: PEGASE has created fiscal space for the PA delivery of essential public services,

its citizens has lagged.

Conclusion 5: Unreliable financing of social sectors and low budget execution by the PA coupled
by inefficiencies in the healthcare system has curtailed improvement of quality of service
delivery. PEGASE could have been used more efficiently as leverage in the EU-PA policy
dialogue.

Conclusion 12: The introduction of an Incentive-Based approach for the CSP window (where
funds are disbursed on the condition that certain performance indicators are achieved) with the
inclusion of new sectors, such as energy and water in the performance indicators has provided
positive results. Targeted Incentives-Based Indicators have speeded up the pace of some reforms.

Main implementation responsibility: EUREP, ECHO, and MoSD.
Main associated actors: current PEGASE EDPs, non-EDPs, and CSOs.

What works and should continue?

PEGASE support to CTP should continue.

SP coordination platforms amongst DPs and PA should continue.
Work on the implementation of the roadmap 2021-2024 to operationalise the Triple Nexus for
greater alignment of humanitarian, development and peacebuilding planning and programming in
Palestine in relation to the SP sector, should also continue.
Ongoing nexus coherence project implemented by ILO/UNICEF/OXFAM funded under the PEGASE
decision (start date 1 July 2021 - Implement
nationally appropriate social protection systems and measures for all, including floors, and by 2030
achieve substantial coverage of the poor and the vulnerable. SO 1: Rights-based and nexus
programmatic coherence of social protection is enhanced and SO 2: Responsiveness of the social
protection system is enhanced .

What should be strengthened (or discontinued)? How should this be done?

Support to MoSD to build a shock-responsive
social assistance system.
Formalise a Nexus coordination mechanism for
social assistance.
Consider expanding the CTP component
considering the new developments triggered by
Covid-19 in terms of new families and inflation
in line with the revised SD strategy 2021-2023
that addresses the social impacts of Covid-19.
PEGASE should support MoSD in improving its
targeting of CTP beneficiaries, especially its

The SD roadmap should be developed including
a ToC that reflects the shared responsibility of

and responsibilities.
Consider contingency planning as CTP/
marginalised groups/households rely on
PEGASE support.

Consider increasing PEGASE DFS support to
support the Duty Bearer in reaching more Rights
Holders.
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analysis of individual vulnerabilities within
households and in terms of gender.

Consider inclusion of SP-related reforms in the
Incentives-Based Tranche at a proportionate
level.

PEGASE complimentary support should include
TA support to MoSD through gender and conflict
sensitive risk analysis of the current social
assistance system to identify gaps and determine

Support MOSD carry out CTP impact
assessment. Engage in high level policy dialogue
with the CoG to prioritise SP and continued
access to social services by vulnerable groups
(notably; keep Gaza on the table).

Support the PA/MoSD in identifying medium
term financing needs and sustainability of the
policy reforms pertaining to new Law for the
protection of PWD and the Elderly.
EDPs are encouraged to practice delegated
cooperation through pool funding/ joint
programming
operationalisation of nexus approach to SD.

services is required.

essential Health services in EJH
through the EJH component is required. PEGASE should provide TA support to MoH to undertake

continued delivery of Health services. DPs are encouraged to practice delegated cooperation

nationalising the Health care system and rationalising referral system.

This recommendation is linked to:

Conclusion 7: The EJH component in PEGASE remains vital to the six EJHs and the OPT

constrained by delays encountered in channelling EUREP funds in 2021.

Conclusion 4: PEGASE has created fiscal space for the PA delivery of essential public services,

its citizens has lagged.

Main implementation responsibility:  Italy and other EDPs
Main associated actors: MoH; EJHs; COG; EUREP; non EDPs including the World Bank and
possibly USAID; and CSOs.

What works and should continue?

PEGASE to continue supporting EJHs through contributing to the payment of outstanding invoices

What should be strengthened (or discontinued)? How should this be done?



Biennial evaluation of 2018-2019 PEGASE Direct Financial Support ("PEGASE DFS") to the Palestinian Authority
Final Report  March 2022

49

Support MoH to undertake contingency planning

delivery of Health services.

PEGASE should provide TA support to enable
MoH to undertake contingency planning.
DPs are encouraged to practice delegated
cooperation through pool funding/ joint
programming in health sector reforms and
nationalising the Health care system and
rationalising referral system as part of the
PEGASE Incentives-Based tranche.

Cluster 4: Cross cutting issues

Recommendation 8: Improve mainstreaming of gender, RBA and social inclusion in PEGASE by
supporting PA capacities.

In coordination with Italy, the EU through PEGASE should provide TA support to the PA, including

reform strategies, especially in relation to Health and SP and help institutionalise the process in
planning, policy formulation and development processes. Gender and RBA should also be more
thoroughly mainstreamed within PEGASE and the ROF. EUREP should consider including PCBS
in the PEGASE SC to support efficient generation and utilisation of data needed to support
mainstreaming. Cross-cutting issues should also be addressed in policy dialogue for a and through
potentially tying some reforms to the Incentives-Based tranche.

This recommendation is linked to:

Conclusion 8: Inadequate mainstreaming of gender and social inclusion within PEGASE and the
.

Conclusion 7: The EJH component in PEGASE remains vital to the six EJHs and the OPT

constrained by delays encountered in channelling EUREP funds in 2021.

Main implementation responsibility: Italy,
Main associated actors: EUREP, other DPs, COG and LMAs; and CSOs.

What works and should continue?

Gender Lead (Italy) supporting mainstreaming of gender equality in EJS and ROF processes and its
funding many gender specific and gender mainstreaming programmes with MoSD, MoWA, PCBS
should continue.

What should be strengthened (or discontinued)? How should this be done?

to RBA and mainstreaming of gender through
PEGASE and ROF.

In coordination with Italy, the EU through
PEGASE should support the PA in
mainstreaming gender and cross cutting issues
through TA to undertake proper gender and RBA
analysis especially in Health and SP and help
institutionalise the process in planning, policy
formulation and development processes.
Consider including PCBS in PEGASE DFS
Steering Committee to support efficient
generation and utilisation of needed data to
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support mainstreaming. Cross-cutting issues
should also be addressed in policy dialogue fora.

Recommendation 9: A new Visibility and Communications Strategy should be developed and
implemented for the 2022 PEGASE programme.

A new Visibility and Communications Strategy should be developed and implemented for the 2022
programme, with regular communications and events about PEGASE outcomes.

This recommendation is linked to:

Conclusion 9: PEGASE visibility and communications efforts have been minimal and
consequently awareness by DPs and the public is low.
Conclusion 2: PEGASE DFS is providing EDPs with a robust mechanism to channel joint
funding to the PA Treasury, however the sustainability of the country-systems is not ensured.

Main implementation responsibility: EUREP including PEGASE-related sector programme
managers
Main associated actors: Targeting: EDPs, non-EDPs, PA, CSOs, PEGASE beneficiaries, and the
general public

What works and should continue?

The Iftah dinners for CTP beneficiaries have been well-received and should continue but should seek
to include women as well as men, and include patient beneficiaries from EJH as well as the current
CTP.

What should be strengthened (or discontinued)? How should this be done?

publicise PEGASE outcomes should be
increased to target current and potential
additional EDP/non-EDP funders.

A new Visibility and Communications Plan
should be developed with the involvement of
EUREP PEGASE-related sector programme
managers. Visibility activities should also target:
the PA, CSOs, PEGASE beneficiaries, and the
general public.  Baselines in relation to public
awareness about PEGASE support should be
established. Feedback loops about PEGASE
should be put in place and utilised to inform the
content and targeting of
visibility/communications. A range of PEGASE
promotional materials should be produced and
distributed at EUREP and EDP events.

Cluster 5: Policy dialogue

Recommendation 10: Coherent PEGASE-related policy dialogue networks should be established
between all key stakeholders.

PEGASE-related policy dialogue networks should be established/reviewed involving all key
stakeholders. The policy dialogue mechanisms for each of the PEGASE-related sectors should be
mapped against other existing policy dialogue fora to identify and address gaps in these institutional
arrangements (in terms of their mandates, membership and frequency of meetings) so that their
coherence can be strengthened.
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This recommendation is linked to:

Conclusion 10: Fragmented Development Partners-PA policy dialogue processes have affected
the coordination, frequency, and effectiveness thereof and did not allow PEGASE to play its role
as leverage for reform. This has also reduced opportunities for synergies and collaboration
between Development Partners.

Conclusion 2: PEGASE DFS is providing EDPs with a robust mechanism to channel joint
funding to the PA Treasury, however the sustainability of the country-systems is not ensured.
Conclusion 14: Whilst there are mixed views on the effectiveness of the Incentives-Based
tranche, targeted policy dialogue for Incentives-Based Indicators have speeded up the pace of
reform.

Main implementation responsibility: PMO/Cabinet Secretariat/MoF Main associated actors: EJS-
ROF Sector Leads, EDPs, Non-EDPs, LACS Chairpersons, PA: CoG, Line Ministries and Agencies,
and CSOs

What works and should continue?

Existing PEGASE-related policy dialogue meetings (including the newly established PEGASE SC),
ROF sector meetings and LACS SWGs should continue.

What should be strengthened (or discontinued)? How should this be done?

Existing policy dialogue arrangements should be
reviewed to identify and address weaknesses, in
terms of governance, membership, and
frequency etc. so that they can be streamlined
and strengthened.

Existing policy dialogue arrangements for
PEGASE, ROF, LACS SWG, intra-PA
committee
etc. should be reviewed and revised, coherent,
institutional arrangements introduced to ensure
that all PEGASE-related sectors are covered.
This should include the revision of ToRs
including monitoring and reporting
requirements, and the issuance of meeting
schedules etc. for each sector.

Recommendation 11: Prepare a Theory of Change for the 2022 PEGASE programme.
Prepare a Theory of Change for the 2022 PEGASE programme to be used as the basis for policy
dialogue with the PA in consultation with them and the EDPs. Ideally each PEGASE-related sector
supported should also develop their own ToC and this could be undertaken as part of the PEGASE-
ROF mechanisms.

This recommendation is linked to:

Conclusion 11: Whilst an Intervention logic was established, a comprehensive Theory of Change
was not explicitly developed for the 2018-2020 PEGASE programme. Some of its underlying

po

 not happening.
Conclusion 1: The design of PEGASE remained stable during 2018-2019 and continued to be

context. Building effective and accountable institutions ready for statehood and enable inclusive
social development remained relevant for the PA over the period 2018-2019. Improved public
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; a
current Overall Objective does not reflect the political context of the OPTs.

Main implementation responsibility: EUREP
Main associated actors: PA: CoG and Line Ministries and Agencies, EDPs

What works and should continue?

The 2021 PEGASE programme includes a well-developed IL which provides a good starting point
for the development of a fully-fledged ToC for 2022.

What should be strengthened (or discontinued)? How should this be done?

review
(as per Recommendation 1) and its underlying
assumptions and risks need to be updated.

To be an effective tool for policy dialogue, the
ToC should be developed with the PA and EDPs
in a participatory manner and used to inform the
agendas of PEGASE policy dialogue meetings.
Ideally each PEGASE-related sector supported
should also develop their own ToC and this could
be undertaken as part of the PEGASE-ROF
mechanisms.

Cluster 6: Incentives-Based tranche

Recommendation 12: The Incentives-Based tranche should be expanded to cover the other two
PEGASE components/sectors: CTP-SP, and EJH-Health sector referrals.

The Incentives-Based Tranche has increased the commitment to and pace of these reforms and
should continue for the PFM/Water/Energy sectors, and be expanded to cover CTP - SP and EJH
Health Referrals reforms. The proportion of funds subject to Incentives should remain a small
proportion of overall funds. Indicators should be drawn directly from sector strategies and be
coherent with the ROF and should be politically acceptable to the PA in order to continue to harness

-in to the Incentives-Based tranche. However, considering that the UK no longer funds
the CSP, the EUREP should identify other possible donors (including other non-EDPs) to fund the
component. Ideally, sectors subject to Incentives-Based Indicators should be supported by TA.
Lessons learned from experience in the PFM/Water/Energy sectors should be heeded.

This recommendation is linked to:

Conclusion 12: The introduction of an Incentive-Based approach for the CSP window (where
funds are disbursed on the condition that certain performance indicators are achieved) with the
inclusion of new sectors, such as energy and water in the performance indicators has provided
positive results. Targeted Incentives-Based Indicators have speeded up the pace of some reforms.

Conclusion 13: Overall, the Incentives-Based mechanism has been a success in terms of
increasing PA ownership and speed of progress and provides the opportunity to increase its
coverage to other sectors. However, care needs to be taken to select indicators that are politically
acceptable to the PA, in order to continue to harness PA buy-in, thereby reducing the potential
reputational risk to EDPs  (which may result from the adoption of indicators that are considered
politically unacceptable to the PA).
Conclusion 14: Whilst there are mixed views on the effectiveness of the Incentives-Based
tranche, targeted policy dialogue for Incentives-Based Indicators have speeded up the pace of
reform.

Conclusion 10: Fragmented Development Partners-PA policy dialogue processes have affected
the coordination, frequency, and effectiveness thereof and did not allow PEGASE to play its role
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as leverage for reform. This has also reduced opportunities for synergies and collaboration
between Development Partners.

Conclusion 9: PEGASE visibility and communications efforts have been minimal and
consequently awareness by DPs and the public is low.

Main implementation responsibility: EUREP
Main associated actors: MoSD, MoH, MoF, and ROF Leads.

What works and should continue?

The Incentives-Based Indicators for the PFM/Water/Energy sectors should continue.

What should be strengthened or discontinued? How should this be done?

TA support should be provided to all sectors
subject top Incentives-Based Indicators.

TA support should be introduced for all sectors
subject top Incentives-Based Indicators. The
process for introducing the Incentives-Based
Indicators for PFM/Water/Energy should be
adopted whilst taking into account lessons
learned, including: the need to gain senior level
(including Ministerial) ownership; multi-
stakeholder buy-in; early and timely negotiation
of indicators between EUREP and the state
actors; more frequent policy dialogue; increased
funding; increased visibility for reforms
achieved through PEGASE; and consistent
flexibility across EUREP in relation to the
assessment of indicator compliance.

Cluster 7: PEGASE monitoring and reporting

Recommendation 13: Introduce regular monitoring and reporting of PEGASE reform progress and
increase its frequency in relation to the ROF.

Introduce regular monitoring and reporting of PEGASE reform progress. Reporting should identify
progress, issues, and risks to seek to proactively tackle anticipated delays in meeting targets for
example. The frequency of monitoring and reporting in relation to the ROF should also increase. All
monitoring and reporting should be accompanied by policy dialogue.

This recommendation is linked to:

Conclusion 15: Monitoring and reporting of PEGASE and ROF achievements should be
enhanced.
Conclusion 17 -Based progress reports lack detail in relation reform steps
taken and challenges faced which prevents issues being resolved in a timely manner.

Conclusion 10: Fragmented Development Partners-PA policy dialogue processes have affected
the coordination, frequency, and effectiveness thereof and did not allow PEGASE to play its role
as leverage for reform. This has also reduced opportunities for synergies and collaboration
between Development Partners.

Main implementation responsibility: EUREP
Main associated actors: PA: MoF, PWA, PENRA, MoSD, MoH, PMO; ROF Leads; EDPs.

What works and should continue?
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ROF monitoring and reporting should continue.

What should be strengthened (or discontinued)? How should this be done?

The frequency of ROF monitoring and reporting
should increase to biannual. Likewise, a
biannual monitoring and reporting system
should be introduced for the PEGASE-related
sectors. The Incentives-
progress reports should be revised to become
more comprehensive.

Discuss the proposed increase of frequency of
ROF monitoring and reporting with the ROF
Leads (EDPs/PA). Develop a simple a biannual
PEGASE monitoring and reporting system
(including progress to identify progress, issues,
and risks) for the PEGASE-related sectors in
consultation with the PA stakeholders and EDPs.
The format for the MoF-led Incentives-Based

include qualitative detail in relation to steps
taken and challenges faced. Reporting should be
accompanied by policy dialogue.

Recommendation 14: Improve monitoring of equitable access to health referrals.
The PEGASE logframe and monitoring should include necessary disaggregation, including
geographically, to ensure vulnerable groups have equal rights to accessing health referrals outside
MOH.

This recommendation is linked to:

Conclusion 16: Lack of disaggregated data on Health referrals in PEGASE log frame and ROF

and especially vulnerable groups in Gaza, and limits EDPs engagement with the PA and

Conclusion 15: Monitoring and reporting of PEGASE and ROF achievements should be
enhanced.

Conclusion 4: PEGASE has created fiscal space for the PA delivery of essential public services,
but t
its citizens has lagged.

Main implementation responsibility: EUREP
Main associated actors: MoH, Italy and other EDPs; and DPs.

What works and should continue?

health, this should continue (as planned within 2021 PEGASE programme) and be linked to PEGASE
monitoring and its continuous engagement with duty bearers from the PA and GOI as an occupying
power

What should be strengthened (or discontinued)? How should this be done?

Health referral services should be improved in
PEGASE and ROF indicators.

Include necessary disaggregation, including
geographically, in PEGASE and ROF logframes.
PEGASE should provide TA support MoH to
conduct rights-based analysis of its Health

Such
analysis should also reflect on associated costs.
EDPs should utilize PEGASE monitoring data
and analysis in messaging about accountability,
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through existing channels with GOI in order to

need for increased access for Gaza Rights

permits).
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ANNEXES (ANOTHER VOLUME)
ANNEX 1: TERMS OF REFERENCE
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ANNEX 2: FINDINGS AT JUDGEMENT CRITERIA LEVEL PER EVALUATION
QUESTION

EQ1. To what extent was the design of PEGASE DFS relevant to the policy priorities of the PA
and EDPs considering the changing circumstances during 2018-2019?

JC 1.1: The Intervention Logic-Theory of Change and the results chain of the PEGASE was
sound and relevant in light of clearly identified assumptions and risks and were adapted to
changes in circumstances and lessons learned during 2018-19

The PEGASE Action Document19 included a logframe for 2018-2020 but a comprehensive Theory
of Change was not developed for the programme and was based only on a problem analysis and
description of its IL. Therefore, the ToC was not explicitly used as a tool by EUREP and PA
stakeholders to guide policy dialogue.  Later, the ToC was further elaborated and refined as part of
the 2021 PEGASE programme20 including a multi-annual reform agenda for key sectors. A revised ToC

diagrammatic ToC, constructed from the reconstructed IL will be presented and explained within this
Eval  (I.1.1.1.).

The IL as described within the 2018-2020 Financing Agreement (FA)21 remains intact, although
some assumptions underpinning the logframe have not remained applicable and a number of
risks continue. An accompanying assumption:

was seriously undermined by the GoI in 2019 with the
introduction of legislation to withhold PA tax revenues equivalent to the sum given by the PA to
prisoners and their families in the previous year, and resulted in deductions from CR of approximately
$140 million in 201922. Consequently, the PA decided to reject any such revenue altogether and the
standoff continued until November 2019, and whilst it was resolved temporarily by the PA accepting
reduced CR, the risk remains (I.1.1.2., I.1.1.3.).

Only two evaluations related to PEGASE were undertaken during 2018-2020, their findings
reflected lessons learned and the implementation of their recommendations has commenced.
Firstly, the Mid Term Review (MTR) of the EJS23  which was delivered in mid-2020, and an assessment

-term
recommendations in relation to support to the Two State Solution (2-SS); process-based
recommendations focusing on strengthening the triple nexus, which EUREP has commenced
addressing through policy dialogue between the development and humanitarian actors in 2020;
improved support and guidelines to strengthen the following sectors: SP, governance, justice, security
and civil society in their support to gender and social inclusion; and strengthening the capacities of CoG

which contributed to a ToR for M&E support to the MoSD, planned to commence in January 2021 with
a duration of 18 months24  (I.1.1.4.).

Incentives-Based tranche indicators are relevant to PNPA and sectoral priorities and reflect the
fundamental nature of the reforms required within the early stages of the reform processes.
Evolution has been seen in the Incentives-Based tranche with the inclusion of the Water and

19 Multi-annual Action Document for "PEGASE: Direct Financial Support to Recurrent Expenditures of the Palestinian
Authority 2018, 2019 and 2020", European Commission
20 Annex 1 of the Commission Implementing Decision on the Special Measure for 2021 in favour of Palestine from the general
budget of the Union, Action Document for PEGASE Direct Financial Support to Recurrent Expenditures of the Palestinian
Authority (PA) 2021; and 1.2 PEGASE IL diagram 16 02 2021
21 a2. Financing Agreement Special Conditions, European Commission, 14 May 2018
22 UNSCO report to AHLC, April 2019, p. 9
23 Mid-term Review of European Joint Strategy in support of Palestine 2017-2020, Final Report, EUREP, June 2020
24 ToR, M&E MoSD, EU, 10 July 2020
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Energy sectors in 2019 and 2020 respectively; as well as in the increase of scope of PFM reforms
to include Public Procurement in 2019:

PFM reform: Both the 2018 and 2019 objectives and indicators are highly relevant to the weak
aspects of the 2019 Public Expenditure and Financial Accountability25 (PEFA) assessment and

long term objectives26.
Water sector reform and sustainability: Whilst not explicitly linked to objectives of PEGASE,
the two indicators for the water sector are considered by PWA to have been the correct priorities
to address in 2019.
Energy sector reform and sustainability: Again, whilst specific objectives have not been set,
PENRA considers that the selected indicators are highly relevant.

The Incentives-Based Indicators tend to be process-based (in terms of reports, data, systems, functional
roles, and legislative milestones)  (I.1.1.5.).

The Council of the EU27 recommended that the establishment of a Development-Humanitarian
nexus would strengthen Palestinian resilience to shocks due to vulnerability, fragility and conflict
through multi-annual programming by development and humanitarian actors but the current
National Cash Transfer Programme (NCTP) is currently not sufficiently shock-responsive to be
a scalable mechanism across the Nexus due to a lack of funding. EUREP, DG ECHO, and EDPs
have agreed a roadmap 2021-2024 to operationalise the Triple Nexus for greater alignment of
humanitarian, development and peacebuilding planning and programming in Palestine in relation to the
SP sector, mainly through cash transfers. This was undertaken within the framework of the EJS in
support of Palestine 2021-2024 with a focus on three sectors  health, water/water, sanitation, and
hygiene (WaSH) and SP. EUREP is also due to undertake a conflict analysis as part of its 2021-2027
programming, including addressing nexus-related issues. At the same time, EUREP funded a

ening cross-
implemented by ILO/UNICEF/OXFAM that started in July 2021. However, some EPDs involved
informed this PEGASE Biennial Evaluation that whilst during Covid-19 PEGASE demonstrated its
adaptability as a DFS mechanism for supporting vulnerable groups, others cautioned that PEGASE will
not achieve the level of scalability required due to a lack of funds and that the PA would need to
prioritise SP spending, which has not been evidenced to date  (I.1.1.6.).

JC 1.2: The objectives and expected results of PEGASE respond(ed) to evolving PA priorities and
context (economic, political, and institutional context)

The PEGASE objectives, results and indicators have remained stable throughout the evaluation
period and continued to be relevant even within a changing economic and political context.
During 2018-2019, increased uncertainty about future donor flows and risk of tensions spilling into
unrest painted a bleak picture of politi
Israel and the subsequent withdrawal of funding from the United Nations Relief and Works Agency
(UNRWA), one of the main providers of jobs and service delivery in Gaza, resulted in increased levels
of anxiety and unrest on the ground28. President Donald Trump withdrew more than US$200 million in
aid to the Palestinians in 2018, including US$25 million earmarked for EJH. In March 2019, a new
Palestinian government was formed headed by Mohammad Shtayyeh. The new government took initial
steps to revise its PNPA but its priorities remained applicable to the objectives of PEGASE including

25 West Bank and Gaza Public Expenditure and Financial Accountability (PEFA) Assessment, Final report, MoF-World Bank,
2018
26 TAPS  Appendix 7, N° ENI/2018/040-179 Long Term Objectives, MoFP / EUREP Incentives/Conditionalities System
PEGASE CSP, 17 April 2018
27 Operationalising the Humanitarian-Development Nexus - General Secretariat of the Council - Council Conclusions, Council
of the EU, 2017
28
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the need for improved service delivery, with a focus on health and education; and reduced reliance on
Israel29. However, such plans and the budgets for 2020 and 2021 were superseded by a State of
Emergency due to the outbreak of the Covid-19 pandemic, the increasing fiscal crisis and the 11-day
war (I.1.2.1.).

The PEGASE indicators in relation to the six relevant sectors have been selected in discussion
with the CoG and Line Ministries and Agencies (LMA). An explicit link between PEGASE, and
the PNPA, through the ROF and EJS instruments was introduced for the first time in the 2018-
2020 and therefore PEGASE addresses fundamental reforms in most of the relevant sectors and
its indicators and targets remain applicable at all levels of the logframe. EUREP has made credible
efforts to ensure that the PEGASE indicators are coherent in relation to support provided by a range of
DPs and avoided duplication and differentiated the support by donors (e.g. PFM reform) (I.1.2.2.).

In 2018 (EUR 157.7 million) and 2019 (EUR 166.6 million) PEGASE funds were broadly
disbursed as planned, although some frontloading to CSP took place in 2019 due to the CR-
related fiscal crisis. Actual allocations were broadly disbursed according to Plan in terms of schedule
and indicative funds originally committed by the EU and EDPs, although some frontloading took place
(see EQ 2.1 and Tables 6 and 7) (I.1.2.3., I.1.2.4.).

JC 1.3: The objectives and areas of focus of the PEGASE DFS have been defined - and have
evolved  in line with the development goals and results outlined in the EJS and ROF, and other
relevant EDP programmes

The EJS and its ROF have informed the focus of the PEGASE 2018  2020 programme. PEGASE
encompasses three Pillars and four sectors of the EJS and its related ROF (Pillar I, sectors 1.1, 1.2, and

institutions ready for statehood and enable inclusive social development (leaving no-
this links with all four PEGASE outcomes through its sectoral indicators. PEGASE reinforces the ROF

are actually outputs, for example in relation to SP) and there is compatibility between the outcome level
within PEGASE and the ROF.  In the Health sector however, some DPs and EJH questioned whether
health- aim to
nationalise the health care (referral) system and promote its efficiency30 (I.1.3.1., I.1.3.2.).

gard to PAR including legislative reform and
institutional strengthening contributing to the sector ROF of PAR, Water and SP.

well as the World Bank, who administer Multi Donor Trust Funds that already provide
mechanisms for collaboration between EDPs and non-EDPs, although the SP and Health sectors
do not currently benefit from joint programming. Whilst the EUREP is the EJS lead for the PFM
sector as per its division of labour (DoL), the lack of an active Local Aid Coordination Secretariat (LACS)
Fiscal Sector Working Group (SWG) has resulted in informal development partner meetings being held
to exchange information on budget support and TA within the sector and this informal approach,
without the involvement of the PA, may have hampered the potential for increased synergies. The UK
and the World Bank each provide capacity building Technical Assistance (TA) programmes in the PFM
sector to the MoF (amongst others) but rather than focusing on synergies, they have taken care to ensure
that duplication of support to specific areas of reform in the sector is avoided through an informally
agreed TA DoL; although the World Bank and EUREP do collaborate through the EU-funded PFM
Reform Trust Fund. The PAR sector is under-funded and under-supported by EDPs with only the UK

29 UNSCO AHLC Report  September 2019
30 ROF 2019 Health Matrix i



Biennial evaluation of 2018-2019 PEGASE Direct Financial Support ("PEGASE DFS") to the Palestinian Authority
Final Report  March 2022

99

and Denmark supporting these reforms. The PA is also supported by Sigma and TAIEX. So, whilst
there are only a few European collaborations in play already, collaboration between the EDPs has also
not been fully maximised in relation to PAR. For PEGASE CTP and SP reforms, there are several DPs
(although mainly UN and World Bank) involved in the sector. The EDPs channel their funding through
PEGASE CTP but are not involved in the policy reforms apart from EUREP (as Sector Lead for SP
under the EJS and deputy chair of LACS SP SWG) and Italy (as Gender Lead). There are no joint
programmes (apart from PEGASE EJH) in the Health sector and this has resulted in a fragmented
approach that is ripe for collaboration I.1.3.3.).

JC 1.4: Cross-cutting themes (including gender, environment, and climate change), targeting of
marginalised groups (People with Disabilities, children, women, elderly) and Rights Based
Approach have been adequately mainstreamed/addressed in the design of PEGASE DFS 2018-19

Cross-cutting themes are mainstreamed differently in PEGASE compared with the ROF31. Cross-
cutting themes and targeting of marginalized groups are inadequately mainstreamed32 or
monitored in PEGASE which reduces EDPs abilities to support the PA as Duty Bearer to ensure
no one is left behind and the changing needs of Rights Holders are met33. The insufficient
availability, quality, and access to disaggregated data by the PA, including geographical disaggregation
(Gaza, East Jerusalem, etc.) constrain PEGASE and ROF monitoring and reporting and weaken EDPs
abilities to carry out significant policy dialogue with the PA on these issues34.The deteriorating context
in recent years, with data being tied to political issues, has had significant implications on ensuring
rights to health and social entitlements by vulnerable groups, especially in Gaza (I.1.4.1.). PEGASE is
supporting the development of the M&E system at MoSD35, however, accompanying support measures
to the PA via proper gender analysis especially in relation to Health and CTP and improving PA
monitoring and reporting of the health referrals, are lacking but still needed (I.1.4.2.). PEGASE support
to the PA for ensuring RBA, is evident in availing services (via maintaining civil servants) and access
of marginalised groups to their rights to public services, especially SP and EJH components.
Nevertheless, accompanying measures to help the PA institutionalise RBA through proper RBA
analysis and response mechanisms are lacking. For example, civil society has not been involved in
policy making and they, as well as EDPs, have not been able to effectively engage with the PA on
important rights issues that could have ensured increased prominence of RBA in PEGASE design and
implementation (I.1.4.3.).

EQ2. To what extent have the financial and non-financial inputs of PEGASE DFS and the ROF
contributed to the establishment of an improved aid management framework?

JC 2.1: PEGASE DFS is efficiently contributing to filling the fiscal gaps incurred by the PA for
salaries & pensions, health referrals and social protection

PEGASE funds remained stable during 2018-2019. PEGASE funds disbursed during 2019 (total:
EUR 166.6 million) increased by EUR 8.9 million compared with 2018 (total: EUR 157.7 million);
with CSP having received slightly increased funds during 2019, whilst funds to CTP having received
slightly decreased funds, and EJH having received a decrease of EUR 3.9 million (Table 5) (I.2.1.2.).

31

cutting theme in ROF. Youth and Environmental issues as considered cross cutting sectors in ROF but they are not present in
PEGASE
32 In PEGASE DFS log frame, the few disaggregated performance and process/output indicators by Gender and marginalised
groups primarily concern CTP whereas disaggregation is largely lacking in health referrals and training human resources on
new legislations. Disability inclusion disaggregation is also generally lacking in PEGASE (as well as ROF).
33 European Commission, Applying the Human Rights Based Approach to international partnerships: An updated Toolbox for
placing rights-
34 ROF Sector Policy Dialogue Summary and Conclusions, October 14-15
35 Terms of Reference, ToRs of the MoSD M&E system TA support, July 2019
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Table 5: (EQ2. JC 2.1) PEGASE DFS 2018 19 EU and ED
components (I.2.1.4) (see Tables 6 and 7 for confirmed Actual Disbursements)

Sources: PEGASE DFS 2018-19 Evaluation ToR; PEGASE DFS of the Recurrent Costs of the PA Budget,
Implementation Progress, 31 December 2018; PEGASE DFS of the Recurrent Costs of the PA Budget,
Implementation Progress, 31 December 2019

Actual payments during both 2018 and 2019 were disbursed broadly according to Plan but delays
in CTP disbursement in 2021 raises concerns about dependency of the PA on PEGASE funds.
PEGASE funds were disbursed as per the 2018-2019 schedule and funds originally committed (as per
MoUs) by EDPs; although some frontloading to CSP took place in 2019, and in 2018 a planned payment
for EJH in August was not disbursed until November. MoSD has recently raised concerns about CTP
disbursements being delayed in 2021 (Tables 6 and 7) (I.2.1.6.). The MoSD questioned the d
predictability of the CTP funds -
Decision not having been taken yet. Further, CTP execution is also reliant on MoF disbursements, with
only half a quarterly payment having been disbursed that year due to lack of funds transferred to MoF

In terms of the level of quality/completeness of supporting documents provided by the PA for the
Incentives-Based tranche, the MoF has submitted progress reports to verify progress made
against Incentive-Based indicator targets as required by the EC HQ, although these reports lack
detail, and the EU has demonstrated a flexible approach. The MoF submits tabular reports of
progress against indicators, although they tend to lack detail about the steps taken and challenges faced,
and for 2018 this tabular report was followed by a letter to EUREP explaining the context, progress and
challenges36. The EU has demonstrated sensitive consideration of the complex and challenging political

lity to affect reform, by
carrying forward and waiving indicators for example (I.2.1.5.).

36 2018 Report on indicators for the PEGASE Incentives/Conditionalities Tranche to EUREP, from MoFP,, 28 February 2019
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JC 2.2: Frameworks for policy dialogue between the PA and EDPs have been established at overall and
sectoral levels and are conducive for sector reform processes.

While there appears to be a general common understanding between the PA and EDPs and interest to
foster policy dialogue, the instruments and structures to enable such dialogue have been insufficient and
lacked coherence to promote conducive sector reform processes. This is due to an absence of coherent
policy dialogue fora with proper governance involving all the concerned public stakeholders in relation to the
six sectors directly related to PEGASE. Other contributory factors include a lack of effective leadership and
engagement of CoG, failing intra-
in relation to relevant PEGASE sector reform (I.2.2.4.), and lack of clear policy linkages between PEGASE
and ROF in some sectors - notably Health, and EDP fragmentation (I.2.2.1., I.2.2.2.).

Policy dialogue tended to be ad-hoc and bi-lateral, although the ROF (particularly in the absence of
LACS) and Incentives-Based Indicators did enable targeted policy dialogue . With the exception of
SPWW, most LACS SWG did not convene during the period of the evaluation (the Fiscal Working Group for
PFM for example has not met since July 2018 and the Health sector working group only starting meeting in
late 2019) and when they did meet, they remained as platforms for information-sharing, rather than policy
dialogue or enabling decision making37. EUREP observed that policy dialogue, which is an important channel
of communication, is often ad-hoc and fragmented in relation to PEGASE (although a PEGASE Steering
Committee has been set up recently in 2021). Nevertheless, opportunities for meeting-based dialogue and
feedback on PEGASE and associated sector reform are provided to DPs, the PA, and CSOs through the
following modes of communication: (a) Formal and informal DP meetings; (b) Technical meetings with the
PA and state agencies in relation to the Incentives-Based Indicators, for example; (c) High-level political policy
dialogue meetings with the PA; and (d) Consultation meetings with CSOs. EUREP seeks to hold structured
dialogue and consult stakeholders in their structure and agendas  (I.2.2.1., I.2.2.2.).

ROF was recognised by most stakeholders interviewed for enabling structured discussions on results
and indicators amongst partners. In some sectors, (such as Health and SP), ROF and its policy dialogue
processes have acted as the main, if not only formal framework for policy dialogue between the PA and
EDPs38. Within the ROF, each Sector Lead organises their communications and coordination with the aim of
presenting a unified voice to the LACS, PA, etc. However, the ROF is criticised for its lack of active monitoring

reporting framework39. Furthermore, the integration of cross
cutting issues in policy dialogue discussions/processes has been challenged by a lack of data and insufficient
capacity of ministries to analyse to inform planning and respond effectively, including through the provision
of resources to implement reforms40 (I.2.2.3., I.2.2.4.). The Incentives-Based Indicators did enable targeted
policy dialogue in relation to specific aspects of sector reforms, although bi-laterally, without coordinated
policy dialogue meetings involving CoG and LMA stakeholders (PFM/Water/Energy) to discuss the Incentives
mechanism per se.

JC 2.3: PEGASE DFS and the ROF have promoted coordination and complementarity between EDPs
interventions leading to reductions in transaction costs for both the PA and the EDPs

-annual
approach and incentives mechanism) has not been accompanied by adequate monitoring and reporting
mechanisms, but EDPs view PEGASE   ROF has acted as the main tool
for joint monitoring at general and sectoral levels. DPs Interviewed report that the impact of ROF reporting
would have benefited from wider dissemination of ROF and PEGASE meeting report outputs particularly at

37 The Health Sector working Group had only carried its first meeting in two years in Sept and again in Dec 2019 (Source MoM Sept
10 2019, HSWG); both meetings are documented but not well structured and there is not a defined work plan, an area that some
participants have raised during the Dec HSWG 2019 to enhance coordination and tackle specific issues.
38 ROF is supported by Sector Policy Dialogue on progress under the ROF of the EJS2017-2020. These contain clear objectives, and
mechanisms for recording decisions and key issues to be discussed in High-Level Policy Dialogue between EUREP and PMO where
progress and challenges on the ROF are discussed
39 EJS Midterm Report and according to interviews with EDPs.
40 Integration of cross cutting issues in policy dialogue processes was reportedly hindered by several factors ; i) necessity to include
crosscutting indicators and/or disaggregated data in the sector milestones and in the sector matrixes 2)  Lack of disaggregated data  and
analysis, 3) identification of crosscutting dimensions in the sectoral matrixes and 4) Difficulties in mainstreaming during the ROF
process/EJS implementation. Source:(annual report EJS ROF, 2018)
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the political level (I.2.3.3.).  Nevertheless, PEGASE has not presented any significant issues on costs of
controls nor witnessed any new fiduciary risks during the period, due to well-established nature of PEGASE
DFS41 (I.2.3.5., I.2.3.6.). As an instrument, PEGASE DFS enables the channelling of donor contributions to
the PA in vital sectors without multiple administrative-transaction costs when funding across more than one
component, although EUREP has explained that transaction costs are higher in practice since inputs for
safeguarding and responding to criticism about funding the PA are not fully factored into the DFS costs
(I.2.3.4.
value  its safeguarding measures reassure the contributing EDPs and target funds to three
PEGASE components to support associated sectoral reform. While PEGASE is seen as a viable option to
support the PA, many actors raised concerns about the lack of full alignment with sectoral priorities, and the
acceptability of the Incentives-Based Tranche in the context of Occupation-related constraints on PA
resources, poor progress in sector reforms, and the commitment from the PA to fundamental reforms. EUREP-
led discussions on priorities for the 2021 PEGASE programme took place in 2020 with most institutions
(namely PMO, MoF, MoSD, MoH, EJH) and in line with their revised relevant sector strategies. Discussions
have also taken place with the EJS Sector Leads or active EDPs in the sector in addition to other DPs (World
Bank, IMF, UK FCDO, Denmark in the area of PFM; ILO, UNICEF, World Bank, FAO, WFP, and Italy in
the area of SP; MoH, World Bank, WHO, Italy, Finland in the area of Health); and some consultations with
civil society (AMAN, MAS, PNGO)(I. 2.3.1., I.2.3.2.).

JC 2.4: EDPs and other non-European DPs consider that PEGASE DFS is a trustworthy, reliable system
to channel their funds.

Whilst the principle of incentives has been accepted by EDPs, and to some extent by the PA itself, there
are mixed views on the effectiveness of the Incentives-Based tranche for accelerating reform. EDPs
believe that care needs to be taken to minimise the reputational risk of EDPs by only adopting indicators
that reflect the priorities of the PA and are politically acceptable to government. The EC HQ and EUREP
consider that the incentives mechanism has been a success and will likely be expanded within the current
sectors and possibly to the Education sector; although this is not a view shared by the PA or other DPs (but
they do acknowledge that the Incentives mechanism has speeded up reform progress and are not averse to
some increase in the coverage of the Incentives-Based tranche to other sectors per sae). Those EDPs and other

and consider that the mechanism has deficiencies
to the following year with no perceived consequence in terms of loss of funds (and detailed information on the
reasons for such EU decisions not having been explained to other DPs who are not involved directly) (I.2.4.1.).

Despite these challenges to PEGASE, support by EDPs has remained stable during 2018-2019. Thirteen
MoUs were signed between EUREP and the EDPs during 2018-2019 with eight EDPs having contributed to
the PEGASE DFS over the two-year period (Table 8) which is broadly similar to the 2016-2017 period, where
14 MoUs were signed with seven EDPs (the same EDPs as in 2018-2019)42 (I.2.4.2.). However, the UK

longer be contributing to PEGASE, but this is
international development budget was cut. The 2018 Expenditure Verification Report43 presents a thorough
overview of all ex-ante and ex-post verification checks undertaken by the audit (Deloitte) and confirmed that
no significant issues were identified. Likewise, in 2019, the Expenditure Verification Report44 found no
significant issues (I.2.4.3.).

41 Ex-ante verifications for PEGASE eligible beneficiaries and/or invoices are performed before every disbursement on the basis of
eligibility criteria defined by the EU. Ex- post activities include confirming that the funds have been duly disbursed to the eligible
beneficiaries. Moreover, to ensure verification of each recipient of funds, and in order to avert any risk of misuse of funds, all PEGASE
beneficiaries are encoded in PEGASE IT system and screened against international sanctions lists and other ad-hoc lists through
specialised software
42 Evaluation of 2016/2017 PEGASE Direct Financial Support to the Palestinian Authority (PEGASE DFS), A.R.S. Progetti, October
2018
43 PEGASE Direct Financial Support to Recurrent Expenditures of the Palestinian Authority (PDFS)  for the year ended December

44 PEGASE Direct Financial Support To Recurrent Expenditure Of The Palestinian Authority (Pdfs), Final Expenditure Verification
Report, Year Ended 31 December 2019, BDO, 13 August 2021
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Table 8: (EQ2 JC2.4) PEGASE MoUs between EUREP and EDPs

DPS MOUs SIGNED 2018 MOUs SIGNED
2019

NOTES

CSP

UK (GBP)20,000,000/
(EUR) 22,590,000

(GBP) 20,000,000/

(EUR) 23,380,000

The
Netherlands

(EUR) 1,500,000 This entry may need to be removed from
report if The Netherlands requires no
publicity and report is to be published

CTP

Finland (EUR) 1,600,000 (EUR) 900,000

Ireland (EUR) 275,000

Austria (EUR) 2,000,000

Spain (EUR) 2,000,000 (EUR) 1,000,000 3 MoUs

EJH

Finland (EUR) 900,000

Italy (EUR) 1,000,000 (EUR) 1,000,000 Italy signed one MoU in 2018 covering EUR
1 M. per annum for 3 years: 2017-2019

Totals (EUR) 28,090,000 (EUR) 30,550,000

EQ3. To what extent have the development outcomes supported by PEGASE enabled the Duty Bearer
to build effective institutions accountable to their citizens ready for statehood and achieve improved

marginalised groups (leaving no-one behind)?

JC 3.1: Marginalised groups benefited from PEGASE support to health referrals and social allowances

In 2018-2019, PEGASE support to health referrals and social allowances supported the PA as the Duty
Bearer to uphold the delivery of public social services thereby responding to Rights Holders'
entitlements and SDG Leaving No one Behind
increased reliance on PEGASE to help meet the basic needs of vulnerable groups which was
compounded during Covid-19. The main SP system is provided through the national CTP with cash
assistance to 108,844 poor and vulnerable families as well as free health insurance, food assistance and school
fee waivers. PEGASE contributions accounted for 40-
percentage has however increased to comprise almost 60 p
only three of the four quarterly payments in 2018 and 2019. Considering the deteriorating socio-economic

 approach
towards UNRWA, an additional EUR 10 million were allocated for cash injection to the poorest families in
Gaza targeting an additional 7,811 families who were on the CTP waiting list, most of them with refugee
status. The amount was to be distributed over four payments including MoF contribution. Three payments
(EUR 8.5 million) were made in 2020  one payment pending: foreseen in 1st quarter 2022 (I.3.1.1.).

Since the previous reporting period (2016-2017), the percentage of households living in extreme poverty
and covered by social allowances improved and the funding contributed to helping meet basic needs.  As
illustrated in Table 5, around two thirds of the families are from Gaza and their numbers have not changed
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whereas in the West Bank they showed a slight reduction consistent with better living conditions during the
period. CTP beneficiaries also encompass marginalised groups (I 3.3.3.).

arrears to EJHs.  The original indicator in ROF "Percentage of patients actually referred out of those in need
(average of 102,000 per year  source UNCT common country analysis)" was a one-time analysis and no
recent data indicating access to health services through referrals could be identified by this PEGASE Biennial
Evaluation (I.3.1.2).  According to data provided by the Referral Department directory, around 85 percent of
people in need of medical referral were able to access and receive the service. However, the World Health
Organisation45 (WHO) highlighted discrepancies in referrals for the West Bank compared to Gaza. Referrals
from the West Bank, including East Jerusalem, accounted for 72 percent of total referrals. The Israeli permit
regime continu
medical services (including children) resulting in negative recovery outcomes46 (I.3.1.5.).

JC 3.2: The degree of citizen satisfaction with public services increased during the evaluation period

Echoing the negative trend in the Worldwide Governance Indicator47 (I.3.2.1.) the Palestinian
 (I.3.2.3.) and satisfaction with the

healthcare system showed a negative trend since 2016 including during the period of the
pandemic(I.3.2.2.).  Focus Group Discussions (FGDs), regional and local surveys of Rights Holders found a

ndling of the pandemic.
FGDs with CTP and EJH referral beneficiaries for this PEGASE Biennial Evaluation, almost unanimously

economic impact of the pandemic. While there is no data to measure Gaza citizen satisfaction with the PA
handling of the pandemic, according to a local REFORM48 study (that only surveyed the West Bank), less than
two-thirds (57%) of citizens surveyed said that they were satisfied with the performance of the Palestinian
government headed by Dr. Muhammad Shtayyeh in dealing with the spread of the Corona virus; further, 78
percent were not satisfied with support (material and in kind) provided to poor families during the pandemic
(I.3.2.4.). This is consistent with the 2019 Arab Barometer49 2019 findings which revealed that less than half
(41.9%) of Palestinians were satisfied with public services.
the healthcare system also showed a negative trend - only 38.8 percent were satisfied/completely satisfied
in 2019 compared to 50.9 percent in 2016.  In 2018, only around 38.9 percent of the population agreed that
the government does all it can to provide its citizens with necessary services

continued to have little trust in the government (33% total - West Bank: 27%, Gaza: 42%). In the West Bank,
trust in government has been witnessing a declining trend.  Corruption at state agencies also remained a
concern across the country with more than 80 percent stating that there was corruption in government agencies
to a large or medium extent (West Bank: 84%, Gaza: 81%).
EQ4. To what extent and through which mechanisms (funds, dialogue, incentive tranche) have PEGASE
contributed to improvements in the policy formulation and implementation processes?

JC 4.1: PEGASE DFS has provided an effective vehicle to the PA for the delivery of improved public
services

During 2018-2019, PEGASE DFS provided an effective vehicle to the PA to continue to deliver public
services, and free up PA funds for the PA to handle the pandemic in 2020 (I.4.1.3.) though not necessarily
to improve services in a meaningful (or evidenced) way, especially in relation to the health sector. Most
stakeholders still see PEGASE merely as helping keep services afloat (as per the early objective of the
original PEGASE mechanism when it was introduced in 2008), rather than a vehicle for reform, with
the exception of the Incentives-Based mechanism. However, the challenges encountered in channelling

45 WHO Right to health report 2019-2020 is in draft and will be published by end of November 2021
46 Ibid
47 WGI Government Effectiveness measures perceptions around the quality of public services, the quality of the civil service and the
degree of its independence from political pressures, the quality of policy formulation and implementation, and the credibility of the
government's commitment to such policies
48 REFORM.ps (NB: Link is broken)
49 https://www.arabbarometer.org/survey-data/data-analysis-tool/
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EUREP funds in 2021 created missed opportunities to further support much needed services and
marginalised groups amidst the pandemic (I.4.1.3., I.4.1.5.). This applies especially to CTP beneficiaries
and EJHs and contributed to increased criticism by citizens and civil society over the PA's failure to meet its
SP obligations, and relatedly, EJHs are experiencing a significant reduction in their ability to meet health

der other funding mechanisms
(although no specific alternate mechanism was named by these stakeholders) to assist Palestinians during
Covid-19.

EUREP's leadership and coordination of the SP sector is well recognised by most SP stakeholders
interviewed, al
not apparent.
undertaking of a multidimensional poverty assessment is looked upon positively to help harmonise targeting
and reach impoverished and vulnerable groups through the CTP programme, SP is still challenged by the
lack of fully effective coordination and coherent approaches amongst actors. Collaboration between
MoSD and humanitarian actors remains mostly on technical issues (e.g. use of beneficiary list) and suffers
from limited harmonisation of approaches and strategic coordination towards a shared objective which is
compounded by lack of regular and structured exchange between humanitarian clusters and LACS SP SWG.

Between 2016 and 2019, the PA steadily increased its expenditure on public services by 10 percent
(I.4.1.2.) but has decreased its health expenditure in 2019 to below 2017 levels (I.4.1.1.) Consequently,
Civil Soci
healthcare system. The proportion of total government spending on essential services increased from 47.4
percent to 50 percent in 2016 and 2017 respectively, and again from 56.3 percent in 2018 to 57 percent in
2019. Conversely, by 2019, total health expenditures to Gross Domestic Product (GDP) dropped to 9.2 percent
which is below its level of 9.3 per cent in 201750.

2021 semi-
especially from non-Palestinian providers.

50 Final Report - PEGASE CSP - Incentives/Conditionalities-based Tranche, MoF, 2020, As of 31st of December 2020
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JC 4.2: The incentives mechanism strengthened ownership by the PA to reforms

-Based has been satisfactory with the
indicators reflecting their own reform priorities, which are at a relatively early stage in the reform
process (Table 9). The four specific areas of PFM reform subject to the Incentives-Based mechanism are
key priorities for MoF and are incorporated within their PFM Strategy (2017-2022) and their good
performance in relation to these indicators demonstrates their commitment to these reforms, although
the overall PFM reform agenda is extensive, and progress remains at a fundamental stage in the overall
PFM reform process. For 2018, out of ten indicators:  80 percent were Met/Partially Met (5 - Met (of which
2 after re-assessment in 2019), 3 - Partially Met; 1 Not Met, and 1 waived). For 2019, out of eight indicators:
75 percent were Met (6 - Met (of which 2 after re-assessment in 2020); 1 Not Met, and 1 waived).
budget preparations are still a cause for concern, recently adversely impacted by Covid-19 with emergency
budgets issued for both 2019 and 2020; although the backlog in the submission and auditing of Annual
Financial Statements (AFS) was resolved in 2021. Overall good progress has been made during the period in
the activation of the work of the High Council for Public Procurement Policies (HCPPP) with the support of
the World Bank; with a procurement portal launched, Standard Bidding Documents (SBD) issued, and
extensive training delivered, although such progress reflects an early stage of PFM reforms. The risks due to
the la
the period through rigorous PEGASE DFS ex-ante and post-auditing. Moreover, the EU funding in 2021 of
the introduction of a new payroll system that integrates the MoF and GPC systems is expected to further
increase the safeguarding processes (I.4.2.1., I.4.2.2.).

EU to apply appropriate pressure to the PWA to undertake the establishment of Bylaws and

challenging due to their complexity, the number of stakeholders involved, along with the pandemic
which has resulted in delays in legislative reform. Whilst there has been advancement, as with PFM
reforms, the reforms required are extensive over the medium to long-term, and require the
transformation of the PWA, its legislative framework, and institutional development - ultimately leading
to the establishment of regional water facilities. The PWA achieved one out of the two indicators
introduced in 2019, B.2.2

 2020, again, one out of two
indicators was achieved: 2.1.(i)- By-law on Unified Tariff Regulation by the Cabinet of Ministers, and (ii) By-
law on Establishment of Regional Water Utility Regulation and Licencing by the Cabinet of Ministers, was
carried forward into 2021, after the PWA sent an official request to delay the deadline for its full
implementation considering the external factors related to the pandemic which had negatively affected the
endorsement process for the regulations; and Indicator 2.2. Percentage of Water Loss at Bulk Water Level,

(I.4.2.2., I.4.2.4.).

Energy Sector Reform and Sustainability: PENRA developed its Energy Strategy 2017-2022, which was
revised in 2019, and Incentives-Based Indicators were drawn from the strategy agreed for 2020 through
a joint effort between PENRA and EUREP (although PENRA noted that the negotiation of the
Incentives-Based Indicators took an extended period of time). The sector faces political, financial, and
technical challenges and PENRA ackn
agenda to obtain full resources and the transfer of the energy sector from Israel, although whilst reforms
started with attention on technical and commercial topics, political issues impede progress. In 2020, one
out of two indicators met
solutions - -
technical) in the distribution system of the West Bank, Municipalities and DISCOs (Distribution Companies)

- linked to installing electricity smart
meters, and associated difficulties for manufacturers in procuring equipment and gaining access to premises.
In light of the circumstances, the EU granted the PA an extension until 31 December 2021 to fulfil the indicator
(I.4.2.2.).
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For 2018, the EU disbursed EUR 6 million in May 2019 as contribution to April 2019 payroll related to the
2018 tranche51. A further EUR 8 million was disbursed in December 2018 as a contribution to the November
2019 payroll, still from the 2018 tranche. In July 2020, EUR 16 million was disbursed as a contribution to June
2020 payroll as follows: EUR 6 million as balance of the 2018 tranche and EUR 10 million from the 2019
tranche. The balance of EUR 10 million under the 2019 tranche was disbursed in October 2020 for the
September 2020 payroll52 (I.4.2.3.).

Due to the lack of a multi-stakeholder PEGASE SC during the period, there is a lack of documented evidence
about lessons learned. Lessons identified by state sector stakeholders include: the need to gain senior level
(including Ministerial) ownership; multi-stakeholder buy-in; early and timely negotiation of indicators
between EUREP and the state actors; more frequent policy dialogue; increased funding; increased
visibility of reforms achieved through PEGASE to stakeholders in the sector and the public; and
consistent flexibility across EUREP including PEGASE DFS auditors in relation to the assessment of
indicator compliance (senior managers at EUREP were considered by state sector stakeholders to adopt a
more flexible approach to indicator compliance than PEGASE programme managers and auditors for example)
(I.4.2.5.).

JC 4.3: The linkages between the PEGASE-related reform areas underpinned by the ROF policy
dialogue process led to more effective reform results

The lack of progress in adoption of PEGASE related reform areas (outside of the Incentives-Based
tranche) indicates poor capacity across the PA and state agencies (PENRA/PWA) to implement reforms.
Policy dialogue has also been diluted due to the fragmentation and inconsistency of ROF policy dialogue as
well as the reduced voice and participation of CSOs in reform processes (I.4.3.3., I4.3.4.) that have led to
marginal reform results during the period of evaluation. (Reform progress for PFM/Water/Energy has been
reported under JC 4.2 above) (Table 9) (I.4.3.1., I4.3.2.).

PAR: the PA has advanced the implementation of civil service reform and the GPC has worked on the
development of selected by-laws together with SIGMA. The Civil Servant Law has been drafted but has been
delayed by the Cabinet, due to the financial implications of introducing the new Law. Failure to approve a new
Civil Service Law continues to limit options for sector improvements, including much needed Bylaws and
updates to Human Resource manuals and systems for PA institutions, as well as training. Approving the new
Civil Service Law and developing adequate monitoring arrangements for the PNPA and related sector
strategies are crucial to PAR. Work on the reintegration of the public administrations in the West Bank and
Gaza has not borne much progress, without which PAR reforms will have only limited impact in Gaza. The
EU is aware of these challenges and has commenced the implementation of new TA support, although without
an agreed lead for PAR within the PA, progress remains slow (I.4.3.1., I.4.3.2.).

Social Development: The Law on Persons with Disabilities (PWD) was submitted to Cabinet in 2019 and a
costing exercise was undertaken by UNICEF but the law is neither promulgated nor implemented yet. The
Family Protection Bill was revised under the leadership of MoSD and re-submitted to Cabinet. The Law on
protection of elderly is in the drafting stage and should be introduced by the end of 2021. The main constraints
for MoSD to roll out its reforms is the lack of adequate budgets driven by weak links between the PNPA,
sector strategies and the budgeting process. It should be noted that the Social Security Law implementation by
the Social Security Corporation, under the Lead of the Ministry of Labor, was confronted with major protests
and demonstrations by workers and employers. Consequently, the Council of Ministers put on hold the
enforcement of the Law and established a ministerial committee to re-open the social dialogue with different
stakeholders (I.4.3.1., I4.3.2.).

51 Note to the Attention of Mr. Michael K hler, Director, NEAR/B, Disbursement of the 2018 Incentive-Based Tranche - PEGASE
Direct Financial Assistance to the Palestinian Authority  CSP Component, EUREP, 6 March 2019
52 Note to Tomas Niklasson (reference Ares (2019) 7015164), EUREP, 13 November 2019; Note to the Attention of Mr. Maciej
Popowski, Acting Director, NEAR/B, Assessment of Disbursement of the 2018 and 2019 Incentive-Based Tranches - PEGASE Direct
Financial Assistance to the Palestinian Authority  CSP Component, EUREP, 31 March 2020
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Health
with service providers inside and outside Palestine and adopting the e-referral system. MoH began introducing
the national price list in the West Bank, but work was stopped due to Covid-19. EUREP is not engaged in the
policy dialogue in the health sector through PEGASE, as Italy leads on Health (according to the EJS-ROF
DoL) and PEGASE contribution to EJH component and for salaries under CSP was not accompanied by
support to reforms in the health sector despite including reform-related indicators in the PEGASE DFS (such
as referral costs to Israeli hospitals, MOUs with EJHs to control the costs, etc). The sector is severely
underfunded and ROF and its policy dialogue processes which have acted as the main, if not only formal
framework for policy dialogue between the PA and DPs, is seen insufficient for conducive and systemic
reforms to the healthcare system including referrals. Therefore, PEGASE influence on health referrals reform
is very limited and results are patchy (I.4.3.1., I4.3.2.).

For further information on legislative progress within the PEGASE-related sectors, see Table 10.

JC 4.4: The effects of policy reforms are likely to last after PEGASE

The lack of realisation of policy reforms and progress is largely caused by weak links between the PNPA,
sector strategies and the budgeting process, as well as a slow legislative promulgation process linked to

sustainability of change within these PEGASE-linked sectors and is of serious concern. Sector strategies
and action plans are not rooted in the budgeting process. There is no adequate mechanism whereby ministries
can inform CoG  of their priorities and needs, and this also affects the capacity of the government to address
PAR and PFM reforms. When laws are passed, ministries are not automatically furnished with additional
resources to implement the law, leading to inadequate implementation and enforcements53. Despite notable
progress towards SP floors and better inclusion and coverage of the elderly and PWD, the new PwD Law has
been at draft stages for several years and lacks PA commitment to provide budget for its implementation and
enforcement (I.4.4.3., I4.4.4.). For Health  referrals remain an ongoing major concern in terms of fiscal
sustainability.

Despite the national CTP seeking to support the recovery and resilience of vulnerable populations,
concerns about its implementation and budget/resources remain in terms of inflating the CTP recipient
numbers and respective budget amidst worrying signs that the PA sees it as less of a priority. Serious
discussions amongst all stakeholders including EDPs and non-EDPs with the PA and reflections
regarding CTP and its future have been insufficient especially pertaining to outcomes from social
assistance and its various interventions. Whilst, MoSD introduced Multidimensional poverty assessment
(which helps understanding intra-household and individual vulnerabilities, better analysis and  improved
targeting in MoSD database under the unified social registry - supported by the World Bank) the CTP is not
sufficiently shock-responsive, i.e. it has limited ability to expand and contract in times of crisis and in the event
of shocks and there is a lack of clarity as to expected outcomes of the social assistance. MoSD and DPs cite
insufficient linkages between social assistance with resilience programming, e.g. livelihood, education and
economic empowerment. Efforts to shift PWD and elderly as the most vulnerable from the Proxy Means
Testing Formula (PMTF) to category allowance have also been hindered by the PA fiscal prices according to

the CTP payments to three instead of four per year - indicating reduced commitment and prioritisation of the
issue considering that around two thirds of the CTP recipients are from Gaza. (I.4.4.3., I4.4.4.).

53 Mid-term Review of the European Joint Strategy in support of Palestine 2017-2020, GDSI, June 2020
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The National Health Sector strategy aims to nationalise the health system but the costs of referrals to
Israeli hospitals (also an indicator in PEGASE and the ROF)  during the period of evaluation have not
been reduced and remain unexplained (I.4.4.1.). The reduction of over half of the number of referrals to

referrals in 2018 down to 7,222 in 2019 - For more information of referral numbers and costs see Table 11. A
unified national drug list did not materialise during the period due to Covid-19. (I.4.4.2.) Progress in the e-
referral system has reportedly helped inform decision making and cost control but such results have yet to be
evidenced for the yea
that costs have been controlled by 85 to 90 percent due to the e-referral system which has unified prices and
helped reduce costs: referrals are no longer an open system.

JC 4.5: PEGASE DFS contributes to Effective Development Cooperation principles

The nexus of the EJS, its ROF and the PEGASE ToC/IL has enabled a coherent and coordinated
approach to results-based reforms and policy dialogue adhering to Effective Development Cooperation
principles, but most stakeholders consider that the 2-SS should be reinstated as the impact objective,
and aid harmonisation as well as monitoring of gender and social inclusion are sub-optimal. Both the
PEGASE OO (Build effective and accountable institutions ready for statehood and enable inclusive social
development (leaving no-one behind)) and Specific Objective (SO) (Improved public services responding to
citizens' needs, including those of marginalised groups) of the PEGASE IL are fully aligned with Effective
Development Cooperation principles, however, the PA and some DPs wish the EU to reinstate an overarching
political objective - the maintenance of the 2-SS, for the programme (as per pre-2016) in recognition of the
constraints that the PA faces at both political and technical levels, which affects their ability to realise
ambitious reforms. The most pertinent Effective Development Cooperation principles in relation to PEGASE
include predictability, results oriented, DoL, mutual accountability, as well as other fundamental principles of
a RBA, including gender and social inclusion, and interlinkages with SDGs (I.4.5.1., I.4.5.2.). Whilst the multi-
annual nature of the PEGASE DFS increases predictability of aid flows conversely the Incentives-Based
mechanism reduces it - striking a balance between providing incentives for reform and predictability of
funding. Both EDPs and the PA are cognisant of the DoL provided under the EJS its ROF, however the PA
commented that it finds that the DPs still continue to emphasise their own bi-lateral policy dialogue. The fact
that there was not a PEGASE SC in place during the 2018-2020 period has also prevented effective, coherent
monitoring. In terms of efforts to increase the aid harmonisation, with a focus on social assistance programmes
in the West Bank and Gaza, EUREP is supporting the strengthening of coherence between humanitarian and
development activities. The EJS reflects the principles of an RBA and PEGASE underpins such an approach
in its support to the CTP and EJH. The PEGASE programme is also relevant to the Agenda 2030 and its IL
does identify linkages with SDG 16, SDG 16.6.1, SDG 1.b.1, and SDG 1.4.1, and at the sectoral level both the
PAR and SD strategies address, inter-alia, gender and PWD (I.4.5.2.). The PEGASE logframe also includes
indicators in relation to gender social inclusion, although there are no Incentives-Based indicators that are
disaggregated in terms of gender and social inclusion or focus on equalities issues.

EQ5. To what extent have PEGASE visibility and communication activities contributed to an increased
awareness by the public to the EDPs support to its expected outcomes and achievements?

JC 5.1: EUREP's PEGASE communications and visibility remained relevant to the changing context of
PEGASE and key messages to target audiences were adapted accordingly

There were two companies commissioned by EUREP to facilitate communications about PEGASE: (1)
Dancom, the company commissioned to prepare a Visibility Strategy and Communications Plan 2019-202154,,

and (2) Safad Advertising, a media company based in the OPTs commissioned by EUREP to undertake
visibility activities in relation to the CTP55.

54 (Design of PEGASE Visibility Strategy and Communication Plan 2019-2021, Mission Report, Danicom and Particip GMBH, June
2019)
55 Final Report, 2018-2019 outreach campaign for the PEGASE programme in support to the Palestinian Cash Transfer programme
(Contract Number: ENI2018/395.961), Submitted to EUREP, Safad (no date)
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EUREP acknowledges that visibility and communications about PEGASE need to be increased and
improved but is unsure of the approaches to take to maximise impact, although formal feedback loops
are not in place. EUREP PEGASE-related programme managers informed the evaluation that they had not
been consulted on key messages developed as part of visibility and communications activities, and this may
be a missed opportunity to carefully craft and target messages to PA stakeholders, PEGASE beneficiaries, as
well as the public (I.5.1.1., I.5.1.2.).

JC 5.2: EUREP's PEGASE communications and visibility actions have raised awareness of PEGASE
DFS to beneficiaries, other stakeholders, and the public

EUREP organises a range of communications and visibility activities of modes and channels, that (inter-
alia) allow for PEGASE-related bilateral and group discussions with DPs. Whilst meetings are found to
be generally useful and informative, however, on balance, EDPs were more critical, informing the
evaluation that communications are problematic and tend to focus on outputs rather than achievements,
outcomes, and challenges. EDPs are concerned about a lack of information from EUREP. For example, they
cite  the need for discussions about recent PEGASE disbursements to the PA having been delayed made, which
negatively affected their views in relation to communications. Specifically, DPs are aware of the PEGASE
DFS press releases issued by EUREP in relation to disbursements, but they are considered to be insufficient,
and DPs suggest that they should be supplemented with narrative progress reports about the status of fund
releases and the specific reasons for disbursement delays. The PA was less clear about the communications
and visibility actions that EUREP has undertaken in relation to PEGASE; although they are aware of sector
policy dialogue at the technical and political levels in relation to budget support and TA, as well as the ROF.
In general, CoG has a detailed understanding of PEGASE DFS and conversely, LMAs know very little about
it, except in relation to the specific window/sector reform with which they are involved - this is primarily due
to a lack of policy dialogue amongst DPs and with the PA about the PEGASE DFS mechanism and ways it
could be improved. Further, PA stakeholders are fully aware of which DPs fund their sectors. The Iftah dinners,

and whilst appreciated by them, these dinners are a narrow form of communications-visibility (I.5.2.1).

JC 5.3: EUREP's PEGASE communications and visibility activities were delivered on time and to cost
against plan

EUREP considered their commissioning of the Visibility Strategy and Communications Plan to be an
unsuccessful engagement as the strategy and plan appeared not to be useful. Danicom did not commence
its work on visibility and communications until 2019, with their mission report produced in June 2019 - 18
months into the 2018 - 2020 PEGASE programme (I.5.3.1).

Safad successfully delivered 16 Iftah dinners (8 per annum) during 2018 and 2019, with cultural events
and entertainment for 3,000 CTP beneficiaries in 16 different localities across the OPTs. The preparations
for such included the development of concepts for outreach activities and production of visibility and
promotional materials. The contract was awarded at a fixed price and so was delivered within budget. Whilst
feedback loops were not in place, the dinners were oversubscribed. Safad made a few recommendations within
their final report, mainly for the logistical improvement of the events, but also noting the need to encourage
more women to attend (some did not attend for cultural reasons) and to increase accessibility for PWD (I.5.3.1).
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Table 13:  Summary of the Data Collection Process for EQs

Judgement criteria information availability

EQ 1:
JC 1.1 2

JC 1.2 3

JC 1.3 2

JC 1.4 3

EQ 2:
JC 2.1

2

JC 2.2 3

JC 2.3 2

JC 2.4 3

EQ 3:
JC 3.1

2

JC 3.2 3

EQ 4:
JC 4.1

3

JC 4.2 3

JC 4.3 3

JC 4.4 3

JC 4.5 3

EQ 5:
JC 5.1 2

JC 5.2 3

JC 5.3 3

0 (no evidence), 1 (some evidence), 2 (sufficient evidence), 3 (conclusive evidence)
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ANNEX 4: LIST OF INSTITUTIONS MET

Organisation

EC HQ

EUREP

ECHO Jerusalem

Representative Office of Finland in Ramallah

World Food Program (WFP)

Austrian Development Agency

Spanish Cooperation

Italy, Agency for Cooperation and Development

World Health Organisation (WHO)

World Bank

UK FCDO

Ministry of Social Development (MoSD)

Ministry of Health (MoH)

Ministry of Finance (MoF)

PNGO

AMAN

Augusta Victoria Hospital

St. John Eye Hospital

St. Joseph Hospital

Amira Basma Hospital
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Palestinian Red Crescent Society-JRSM

High Council for Public Procurement Policies (HCPPP)

Palestinian Anti-Corruption Commission (PACC)

General Personnel Council (GPS)

Cabinet Secretariat

Palestine Central Bureau of Statistics (PCBS)

Palestine Centre for Human Rights (PCHR)

Palestinian Energy and Natural Resources Authority (PENRA)

Safad

Palestine Water Authority (PWA)

State Audit and Administrative Control Bureau (SAACB)

EJH referral Patients

CTP Beneficiaries
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ANNEX 5: LIST OF DOCUMENTS CONSULTED

European Union
Results Oriented Framework of the European Joint Strategy documents

European Joint Strategy in Support of Palestine 2017-
Results-Oriented Framework for the period 2018-2020

Annual Report 2018, Results Oriented Framework of the European Joint Strategy in Support of Palestine 2017-2020, 17
October 2019

Annual Report Results Oriented Framework for Palestine 01/01/2018  31/12/2018, EUREP

Annual Report 2019- 2020 Results Oriented Framework of the European Joint Strategy in Support of Palestine 2017-
2020 Updated Sector Matrix, Volume II, 17 November 2020

Annual Report 2019- 2020 Results Oriented Framework of the European Joint Strategy in Support of Palestine 2017-
2020, Volume II, 17 November 2020

Guidance Note, European Joint Strategy in Support of Palestine 2017-2020, Results-Oriented Framework 2018-2020,
EUREP, Revised Version 2020

RESULTS-ORIENTED FRAMEWORK FOR SOCIAL PROTECTION, 2019

ROF Sector Matrixes, EUREP, 2019, 2018

EUROPEAN COMMISSION DG INTERNATIONAL PARTNERSHIPS ('INTPA') FINAL EXPENDITURE
VERIFICATION REPORT PEGASE DIRECT FINANCIAL SUPPORT TO RECURRENT EXPENDITURE OF THE
PALESTINIAN AUTHORITY (PDFS), Year ended 31 December 2019, 13 August 2021

Stakeholders Consultation Minutes, European Joint Strategy in Support of Palestine 2017-2020 Pillar 3 Sustainable
Service Delivery Results Oriented Framework, 21 MARCH 2019

PMO-EDP Policy Dialogue, European Joint Strategy Results-Oriented Framework 2018-2020 Monday 26 August 2019

Sector Policy Dialogue, European Joint Strategy Results-Oriented Framework 2018-2020, 11 July 2019

2019- 2020 Sector Policy Dialogue, European Joint Strategy Results-Oriented Framework 2018-2020, 14 and 15 October
2020

Technical Dialogue European Joint Strategy in Support of Palestine 2017-2020 Result Oriented Framework for the Social
Protection Sector - Ministry of Social Development, 9 October 2018

Technical Dialogue Minutes, European Joint Strategy in Support of Palestine 2017-2020 Result Oriented Framework for
the Social Protection Sector - Ministry of Social Development, 28 February 2019

Technical Dialogue minutes, European Joint Strategy in Support of Palestine 2017-2020, Result Oriented Framework for
the Social Protection Sector, Ministry of Social Development, 28 May 2019

Technical dialogue minutes, European Joint Strategy in Support of Palestine 2017-2020 Result Oriented Framework for
the Social Protection Sector - Ministry of Social Development, 29 January 2019

Technical policy dialogue, European Joint Strategy in Support of Palestine 2017-2020 Result Oriented Framework for
the Social Protection Sector - Ministry of Social Development 22 June 2021

Results-Oriented Framework, Sector Policy Dialogue 2019  Summary and Next Steps

Mid-term Review of the European Joint Strategy in support of Palestine 2017-2020, GDSI, June 2020

Terms of Reference, ToRs of the MoSD M&E system TA support, July 2019

ECORYS, Strengthening of the monitoring and evaluation system of the Palestinian Ministry of Social Development
(EuropeAid/140771/DH/SER/PS), 30 September 2020

European Joint Strategy in Support of Palestine 2021-2024 Result Oriented Framework, Heads of Cooperation
presentation, 26, 27, 28 October, 3 November 2021

Strengthening nexus coherence and responsiveness of the Palestinian social protection sector,

Policy Brief, Use
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Operationalising the Humanitarian-Development Nexus - General Secretariat of the Council - Council Conclusions,
Council of the EU, 2017

PEGASE documents
a, European Commission PEGASE Contractual documents:

a1. Multi-annual Action Document for "PEGASE: Direct Financial Support to Recurrent Expenditures of the Palestinian
Authority 2018, 2019 and 2020", European Commission

a2. Financing Agreement Special Conditions, European Commission, 14 May 2018

a3. Addendum to Financing Agreement No.01 West Bank and Gaza Strip - PEGASE: Direct Financial Support to
recurrent expenditures of the Palestinian Authority, European Commission, 17,04,2019

a4. Addendum No.2 to Financing Agreement, Palestine- PEGASE Direct Financial Support to recurrent expenditures of
the Palestinian Authority, European Commission, 30 April 2018

b. EUREP Incentives and Conditionalities mechanisms (b1 Appendix 5, b2 Appendix 6, b3 Appendix 7, b4 Appendix 5,
b5, Assessment Incentives, b5.2 Annex II, b5.3 Annex III, b5.4 Annex IV, b5.6 Annex VI, b6, b6.2)

PEGASE Intervention Logic Diagram, 16 February 2021

PEGASE Indicative Logframe Matrix (For Project Modality), 16 February 2021

PEGASE Indicative Reform Matrix

Annex 1 to Commission Implementing Decision on the Multi-annual Action Programme for 2018, 2019 and 2020 in
favour of Palestine from the general budget of the Union, Multi-annual Action Document for "PEGASE: Direct Financial
Support to Recurrent Expenditures of the Palestinian Authority 2018, 2019 and 2020", European Commission

Annex 1 of the Commission Implementing Decision on the Special Measure for 2021 in favour of Palestine from the
general budget of the Union, Action Document for PEGASE Direct Financial Support to Recurrent Expenditures of the
Palestinian Authority (PA) 2021; and 1.2 PEGASE IL diagram 16 02 2021

a. Draft Concept Note, PEGASE 2021-2023/4 programme for Palestine: Some lessons learned, proposed way forward
(timeline, approach, areas of interventions, indicators), 07 September, 2010

b. EUREP NOTE TO THE ATTENTION OF MR. MACIEJ POPOWSKI, ACTING DIRECTOR, NEAR/B, EUREP, 31
March 2020

c. PEGASE CSP  Incentives/Conditionalites-based Tranche 2020, 31 March 2020

d. Final Report - PEGASE CSP - Incentives/Conditionalites-based Tranche 2020, as of 31st of December,

e. Letter to MoF, Incentive Based Tranche, EU, 1 February 2021

TAPS  Appendix 5 Performance Indicators For Disbursements - CSP Component, EU-PA Financing Agreement, 17
April 2018

TAPS  Appendix 7, N° ENI/2018/040-179 Long Term Objectives, MoFP / EUREP Incentives/Conditionalities System
PEGASE CSP, 17 April 2018

Moore Stephens, Final Audit of PEGASE Direct Financial Support (PDFS) Programmes for the period from 1 January
2016 to 31 December 2016, 26 January 2018

Moore Stephens, Final Audit of PEGASE Direct Financial Support (PDFS) Programmes for the period from 1 January
2017 to 31 December 2017, 21 September 2018

Deloitte, EC Final Expenditure Verification Report, PEGASE Direct Financial Support to Recurrent Expenditures of the
Palestinian Authority (PDFS) for the year ended December 31 2018, 27, April 2020.

PEGASE DIRECT FINANCIAL SUPPORT OF RECURRENT COSTS OF THE PALESTINIAN AUTHORITY
BUDGET Implementation Progress, December 2019

Presentation to HoCs 12 April 2019  Jerusalem, PEGASE Direct Financial Support to Recurrent Expenditures of the
Palestinian Authority (PDFS), 12 April 2019

Presentation to HoCs 07 February 2020  Jerusalem, PEGASE Direct Financial Support to Recurrent Expenditures of the
Palestinian Authority (PDFS), 7 February 2020
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Evaluation of the PEGASE Programmes of Direct Financial Support to the Palestinian Authority and Results Oriented
Framework in the period 2014  2015, ICE, December 2016

PEGASE Direct Financial Support to Recurrent Expenditures of the Palestinian Authority (PDFS) for the year ended
December 2018, Final Expenditure Verification Report, DG for Neighbourhood for Enlargement Negotiations, (Verifier:
Deloitte, Belgium), 27 April 2020

Evaluation of the Palestinian-European Socio-Economic Management Assistance Mechanism/ Mécanisme Palestino-
-économique (PEGASE) Programmes of Support to the Recurrent Costs of the

Palestinian Authority (2011-2013), EPRD, March 2015

Evaluation of 2016/2017 PEGASE Direct Financial Support to the Palestinian Authority (PEGASE DFS), A.R.S. Progetti,
October 2018

Logframe PEGASE: Direct Financial Support to Recurrent Expenditures of the Palestinian Authority, 2018, 2019 and
2020, Cris Number: 40179,

PDFS 2018-19 Evaluation ToR

Expenditure Verification Report, Deloitte, 2018; PDFS 2018-19 Evaluation ToR

European Union Direct Financial Support to the Palestinian Authority  Special Report No 14, European Court of
Auditors, 2013

DESIGN OF PEGASE VISIBILITY STRATEGY AND COMMUNICATION PLAN 2019-2021 PALESTINE,
PARTICIP DANICOM AND PARTICIP GmbH, June 2019

Contract: 2018-2019 OUTREACH CAMPAIGN FOR THE PEGASE PROGRAMME IN SUPPORT TO THE
PALESTINIAN CASH TRANSFER PROGRAMME between EUREP and Safad Advertising Company. 2018

Support to the Palestinian Authority's Civil Servants and Pensioners

Safad Advertising Company, Final Report, 2018-2019 outreach campaign for the PEGASE programme in support to the
Palestinian Cash Transfer programme (Contract Number: ENI2018/395.961)

Safad Advertising Company, Technical Offer, Submission to Tender for 2018- 2019 Outreach Campaign for the PEGASE
Programme in Support to the Palestinian Cash Transfer Programme. (Ref: (2018)395.961)

EU, Water/ Wastewater Sector, 21 October 2021

CTP documents
Memorandum of Understanding, 2017 Revised MoU Mécanisme "Palestino Européen de Gestion et d'aide Socio-
Economique"-

CTP database, PWD refugee elderly, oct 2020

PEGASE Support to the Palestinian Cash Transfer Programme

Global Assessment Report, Ex-Ante verification report for assessing the soundness and reliability of the Palestinian
National Programme for Social Protection Cash Transfer Programme (CTP), 25 October 2018

CTP PA +PEGASE contribution 2018-2021

FINAL REPORT: IMPACT EVALUATION OF CASH TRANSFER PROGRAM (CTP), Al Markaz for Development
& Marketing Consultancies, July 2017

Refugee Status, CTP - 1 June 2020 database

ROF documents
Minutes of Meeting, SOCIAL PROTECTION Sector Working Group (SPSWG), 12 April 2018

Minutes of Meeting, SOCIAL PROTECTION Sector Working Group (SPSWG), 20 September 2018

Minutes of Meeting, SOCIAL PROTECTION Sector Working Group (SPSWG), 15 May 2019

Minutes of Meeting, SOCIAL PROTECTION Sector Working Group (SPSWG), 27 November 2019

Minutes of Meeting, HEALTH Sector Working Group (HSWG), 10 September 2019

Minutes of Meeting, HEALTH Sector Working Group (HSWG), 10 December 2019
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Thematic Group Meeting Update on Referrals 2017 January  May 2018 Trends, Challenges, and Next Steps, Dr. Amira
Al-Hindi, 8 August 2018

Press Releases

 2018 (Arabic, English)

October salaries and pensions, 7 November 2018,
(Arabic, English)

2018 (English)

usalem Hospitals, 29 July 2019, (Arabic, English)

Press Release: As Palestinians are facing unprecedented challenges, the European Union, Austria and Ireland provide

Press Release: The EU co
(English)

Other EU/ EC/OECD documents
Sigma Programme document

Sigma Work Programme, July 2019- December 2020 Palestinian Authority,

Sigma Work Programme, January 2021- June 2022 Palestinian Authority,

TAIEX

https://ec.europa.eu/neighbourhood-enlargement/tenders/taiex_en

https://ec.europa.eu/neighbourhood-enlargement/tenders/twinning_en

https://ec.europa.eu/neighbourhood-enlargement/sites/default/files/pipeline_eni_february_2021.pdf

Guidelines on linking planning/programming, monitoring and evaluation, DG NEAR, July 2016; COMMISSION STAFF
WORKING DOCUMENT Better Regulation Guidelines, European Commission, 7 July 2017

EVALUATION WITH GENDER AS A CROSS-CUTTING DIMENSION, EC, 20 June 2018

The New European Consensus on Development 'Our World, Our Dignity, Our Future', Official Journal 30th of June 2017.
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:C:2017:210:TOC

Other UN, Donors and Development Partners
Economic Monitoring Report to the Ad Hoc Liaison Committee, World Bank, 23 February 2021

Economic Monitoring Report to the Ad Hoc Liaison Committee, World Bank, 27 September 2018

Economic Monitoring Report to the Ad Hoc Liaison Committee, World Bank, 30 April 2019

Strengthening Fiscal Stability and Financial Integrity (P171819), World Bank, 10 April 2020

o the Ad Hoc Liaison

Aide-Mémoire, World Bank, Public Financial Management Improvement Project (P162850) Virtual Mid-term Review
October 19 - November 5, 2020

State of Palestine Country Strategic Plan (2018 2022), World Food Programme, November 2017

UNSCO AHLC Report  September 2019.

AHLC Report, United Nations, 30 April 2019

AHLC Report, The World Bank, 2 June 2020
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AHLC Report, The World Bank, 23 February 2021

PEFA, World Bank, June 2019

Report to the Ad Hoc Liaison Committee, International Monetary Fund, 6 September 2018

Report to the Ad Hoc Liaison Committee, OFFICE OF THE QUARTET (OQ), 30 April 2019

Report to the Ad Hoc Liaison Committee, OFFICE OF THE QUARTET (OQ), 30 April 2019

Report to the Ad Hoc Liaison Committee, OFFICE OF THE QUARTET (OQ), September 27 2018

Israel/OPT: UN experts call on Israel to ensure equal access to COVID-19 vaccines for Palestinians, UN, GENEVA, 14
January 2021

Report of the Special Rapporteur on the situation of human rights in the Palestinian territories occupied since 1967*,
Human Rights Council 25 February- 22 March 2019, 15 March 2019

Press Release, United Nations Report: As tensions in Gaza are temporarily contained, the viability of the Palestinian
Authority is threatened by major financial, economic and political challenges, 25 April 2019

World Health Organisation oPt, Right to Health 2018

World Health Organisation, Health conditions in the occupied Palestinian territory, including east Jerusalem, and in the
occupied Syrian Golan Report by the Director-General, 20 May 2021

PA documents

2018 Health Annual Report Palestine, Ministry of Heath, July 2019

2019 Health Annual Report Palestine, Ministry of Heath, June 2020

National Health Accounts 2018-2020, PCBS and MoH, April 2020

National Health Strategy 2017- 2022, Ministry of Health,

DRAFT MULTIDIMENSIONAL POVERTY INDEX: CONCEPT & THEORY

Multidimensional Poverty Cabinet decisions, 6 January 2020

PFM Reform Strategy, Ministry of Finance, 2017 - 2022

First Draft- Amended Palestinian New Civil Service Law, General Personnel Council, 11 March 2013

Draft Decree Law on the Rights of Persons with Disability, No. ( ) for the year 2019 AD (An initial draft of the Decree
Law, which is subject to language editing in its final draft.)

Drafting draft The Persons with Disabilities law

Covid-19 Social Impact Report Draft1, MoSD, 20.6.2020  (eng)

Social Development Sector Strategy 2017-2022, MoSD, February 2017

MoSD Work Plan 2017-2019 of the Social Development Sector Strategy 2017-2022, Mid-term Review, 24 November
2019

MoSD Response Plan for Gaza

Social Development Sector Strategy (SDSS) 2017-2022, MoSD. Ramallah, Palestine, 2016

Palestine COVID-19 Social Impact Committee For a resilient society, based on solidarity and neglects no one

-19 Response Plan, PA, 5 March 2020

Emergency Response Plan for Handling the Effects of Corona virus Pandemic (COVID-19) On The Poor and Vulnerable
groups, MoSD

Study of the Social Impacts of the COVID-19 Pandemic in Palestine and its Implications on Policies and Future
Governmental and Non-Governmental Interventions (For a Resilient Society that Leaves no one Behind), MoSD, July
2020

COVID-19 Updated Response Plan, Period (July 01- December 31, 2020), MoSD
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Atlas of Sustainable Development 2020, UN and State of Palestine, 2020

First Summary of Government Performance, (15 April 2019- 30 August 2019), State of Palestine, 22 September 2019

PALESTINIAN NATIONAL VOLUNTARY REVIEW ON THE IMPLEMENTATION OF THE 2030 AGENDA, State
of Palestine, June 2018

State of Palestine, Voluntary National Review of the Sustainable Development Goals in Palestine High Level Political
Forum 16  18 July 201

-Level Political Forum on Sustainable Development

Financing Agreement, PEGASE, 2016

Sectoral and cross-sectoral strategy updated, State of Palestine,

NATIONAL POLICY AGENDA: NATIONAL PRIORITIES, POLICIES & POLICY INTERVENTIONS, State of
Palestine, 2020

Palestinian Water Authority, National Water and Wastewater Policy and Strategy for Palestine Toward Building a
Palestinian State from Water Perspective, July 2013

Ministry of Health, UNDP, PACC, Corruption Risk in the Health Sector, 2018

The World Bank, Palestine Health System Financing, February 2019

CSO Reports
Aman, The half Year Report of the Public Budget 2021 (Arabic), November 2021

Fiscal Crisis, November 2021

Others
Cash Transfers in Palestine: Building Blocks of Social Protection, Reach Project, 21 February 2019

https://www.al-monitor.com/originals/2021/03/intel-us-announces-15-million-aid-west-bank-gaza#ixzz6qUKJEP2


