Social Affairs
Standard Summary Project Fiche

Project Number LI 9911.02
1. Title

Support to the State Social Insurance Fund Board
2. Geographical Location
Ministry of Social Security and Labour (M SSL ), State Socia Insurance Fund Board (SoDr a)

3. Objectives

The general objective of this2 MEUR Project is to strengthen the institutional capacity of the
SoDra. Thiswill be achieved by:

» Development within SoDra of an Integrated Information Technology System (IITS) for social
insurance, and

»  Capacity-building of the staff of SoDraand of MSSL.

The Project will further strengthen Lithuanian public sector institutional capacity in the socia sector
and will facilitate implementation of social security legislation and administration of social
insurance. Ultimately, it will allow the Lithuanian system to interface with Member States’ system
thus facilitating the free movement of labour. The Project will especially benefit those who depend
on socia security and facilitate the smooth functioning of the labour market.

A specific element in this capacity building is the development of an integrated IT system (11TS) for
SoDra and the development of project management/monitoring skills within SoDraand MSSL. This
will be integrated with associated necessary organisational development and transfer of skills. This
new IITS system, in addition to incorporating existing systems and providing additional
functionality (e.g. the automation of sickness benefits and social insurance Fund accounting), will
enable SoDrato automate its data and contribution collection and recording process. It will also
enable a single personal identifier to be established which will, in turn, enable linkage with the tax
collection system, the health insurance and |abour/unemployment systems.

The lITSis complex, large and will involve many interfaces and as aresult will be designed over a
number of years and in three phases (work on the I TS will start in 1999, supported under the 1998
National Programme). The different phasesin development of the 11 TS can be summarised as:

* Phases| and Il have three modules: Contribution and Collection system (M-1), Registration
(M-2) and a Central Client Database (M-3)

* Phaselll hastwo modules: a Pensions/Benefits Administration and Payments system (M-4)
and a Management systems, including accounting and statistics (M-5)

Phase | will start in November 1999 and will complete the overal design and scoping of the
system, create the central database and will pilot the contribution collection and billing system
(financed from the 1998 Phare national programme)

Phase |1, which needs to follow without any delay, will roll out the collection and billing system
across Lithuania and compl ete the central database which can be then used for the next Phase(s).

Phase |11 will see the development and upgrading of the Pensions/Benefits Administration and
Payment systems resulting in the design and implementation of the management information,
accounting and statistics systems. Phase |11 modules should integrate with the modules devel oped
under Phases| and I1.
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Each Phase consists of two projects existing side by side. The first project provides the Ministry
with independent monitoring and advice on the I TS devel opment whilst the second develops the
[ITS. A summary of the activitiesin each Phaseis given in Annex 5.

4. Institutional Framework

The construction of an integrated I T system for social insurance will take place within the context
of building adequate institutional capacity to meet the statutory and institutional obligations
required of EC membership. This new system will be akey element in ensuring that the Lithuanian
social insurance system fulfilsitsrole in the overall implementation of the social cohesion ‘acquis
by the Lithuanian Government. One of this Government’s main priorities is the improvement of the
collection systems.

The Ministerial responsibility for social insurance policy rests with the MSSL whilst the execution
of that policy isthe responsibility of the State Social Insurance Fund Board (SoDra). MSSL is
responsible for policy in relation to social insurance including employment and SoDraisthe
Executive Agency responsible for day to day administration of social insurance contribution
collection and the payment of pensions and benefits.

In order to meet it’s responsibility to MSSL, the Lithuanian Government and society SoDra must
possess the administrative systems, skills and capacity to ensure that the social insurance policy is
properly executed. This new system will be the key factor in ensuring that this capacity is available.
The range of benefits which may be derived and accrued from the system are:

* Improved regulation of employment,

* Improved administration of social protection,

e Quality service to employees, employers and those who claim social protection benefits,
* Improved benefits processing and maintenance,

* Reductioninillegal employment,

* Improved capacity to collect social insurance income, and

*  Will make avaluable contribution to the overall development of the Lithuanian labour market
and social system.

SoDra s main functions are the collection of social insurance contributions and the payment of
pensions and benefits. It also supports the Labour and Heath Sectors by the collection of
employment and health contributions. SoDra’ s main priorities and high level objectives, as set out
in their 1995 Strategic Business Plan, are to:

e Contribute to the formulation of Social Insurance Policy,

» Safeguard the Social Insurance Fund by the development of efficient control and compliance
programmes,

* Provide aquality service to SoDra s customers through continuous improvements of Service
Levels, and

* Provide Value for Money service by the development of economic, efficient, effective and
flexible administrative procedures.

Phare National Programmes have supported the implementation of SoDra's high level objectivesin
1996, 1997 Phare Programmes, the 1998 NP and now the 1999 NP. It is anticipated that further
support will be required to complete the development of the II'TS and continue capacity building in
the Ministry.
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Moreover, Phare CONSENSUS programme in 1999 has started a project on “ Social Insurance
Accounting Standards’ which will facilitate SoDrato improve its accountability to the Seimas,
Government and public. It will aso enable the planning of social insurance expenditure
programmes to be improved and made more accurate and transparent. In response to the
Government Resolution SoDra embarked on a programme this will reform its accounting
arrangements and bring its accounting procedures in line with recognised International Standards.
This process will require a programme of change to current accounting practice at SoDra Head
Office and at Loca Offices throughout Lithuania. This will require an extensive training
programme for management and staff to strengthen and build capacity to administer a modern
accounting system.

5. Description

This2.0 MEUR investment project consists of_two components: (1) Establishment of MSSL"s
Monitoring Unit; (2) Continued Technical Development and Roll-Out of 1 TS.

The development and construction of the II TS is a complex task, split into three phases, requiring a
total time-frame of at least 3 to 4 years. It will require a high level of external and local expertise
and will need to be very carefully managed to ensure that the financial inputs (which will be
considerable) are optimised. Therefore this Project continues the development and management of
the lITS (see Annex 4 for description of Phasel).

Thisnew TS will comprise 4 main modules:

e M-1 Registration, Contribution and Collection system,

e M-2 Centra Client Database - based on personal identifiers;

* M-3 Pensions/Benefits Administration and Payments system;

e M-4 Management systems, including accounting and statistical.

It islikely that each main module will have a number of sub-modules. The exact number and type
will be determined during Phase | (supported under the 1998 Phare Programme).

M-1 will have billing, accounting and reconciling functions and will be designed in such away as
to enable it to be located elsewhere (e.g. with tax administration) at a future date, if this is desired
by Government.

M-2 and the full suite of systems will enable the automated collection of socia insurance data and
contributions, the automated recording of all employment in Lithuania, the automated processing of
social insurance pensions and benefits, and the automated accounting for income and expenditure.
This system will also comprise of ancillary activities such as allocating single social insurance,
health (and tax) persona identity numbers, providing management information, and planning
statistics and a public information service. The system will enable linkage with the tax collection
and recording system. The possibility of linking to Health, Labour and Socia Assistance
administration (and systems) will also be provided for. Moreover, there will be a possibility to track
payments, benefits and contributions of EU nationals working in Lithuania and ensure that their
contributions to social security benefits are maintained.

SoDra's TS has aready received funding from the 98 Phare NP (2MEUR) for Phase | with itstwo
projects. Thefirst provides MSSL with independent monitoring and advice whilst the second begins
the development of the [ITS.

This structure enables better control, accountability and transparency in the preparation and
development of the lITS. It also gives greater guarantees and will assist the Phare’ s continuing
support to the social sector by further strengthening the institutional capacity of both MSSL and
SoDra. Phase | should be completed by the end of the year 2000.
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Phase Il of the development of the 11 TS continues and implements much of the work started in
Phase |. Phase Il should commence immediately after Phase | is completed. Therefore the expected
start date for Phase Il islate 2000/early 2001 and is provided by the 99 Phare NP. Phase Il’s
completion date should be March 2002.

Initial Analysis, Prioritising and Preparation for the 11 TS was carried out in 1998 (funded from the
97 Phare Programme). The detailed Analysis, Design, Scoping and Implementation Planning and
development will be carried out during 1999 and 2000 under Phase | (due to be tendered in
April/May, 1999). Phase |1, will see the rollout of the Pilot Systems, Hardware and Software
Procurement and Installation, Training and Implementation Programme.

The actual breakdown of costs for Phase |1 will be identified during Phase . It is not possible to
provide detailed costs by activities at this stage, other than it is estimated that 2.0 MEUR is required
to cover the proposed activitiesin Phase |1. It should be noted that until the scoping is carried out in
Phase | that it isimpossible to determine what the budget allocations for any of the Phases will
actually deliver. Thisiswhy the lITSis conceived as a modular system, which may be tailored to
match funding. In the case of the procurement element it is likely that separate tenders and contracts
will be necessary to deliver the necessary hardware and software.

5.1. Establishment of MSSL’s Monitoring Unit

Due to the complexity of and the need to ensure careful management of such alarge project over a
number of years, it is essential to provide high-level skills, expertise and on-going adviceto MSSL.
Issues will arise that will impact on customers, policies etc. that will require advice and experience
that can be applied.

This 0.5 MEUR component will therefore provide for a TA team consisting of two advisers, the
first assisting in policy and strategic issues (such as customer relations) and the second assisting in
monitoring the technical aspects of the development of the II TS, plus limited short-term expertise
inputs. The team will aso be responsible for drafting the terms of reference and technical
specifications for Phase I11. The team will provide MSSL with the independent quality assurance
and communications needed in relation to the I TS for one year.

It is proposed that support under this component be utilised to extend the contract to be awarded
under the 1998 Programme (due to be tendered summer 1999), on the condition of satisfactory
performance with the delivery of inputs/results. This would be appropriate to minimise the risks
associated with fragmenting technical support in the middle of the I TS development phase.

5.2. Continued Technical Development and Roll-Out of 11 TS

This 1.5 MEUR component will focus on the continued development of the II TS in Phase lI:
» Roll-out of the pilot contribution collection and billing system (M-1),

» Completion of the database (M-2),

» Preparation for the next phase(s),

» Procurement of hardware and software to roll-out the pilot systems and

» Installation of modulesfor the lITS.

These will be implemented together. Ideally, this should be accomplished by a having asingle
tender for the compl ete project, excluding project monitoring by MSSL.

6. Budget (in million EUR)

Sub-Project I nvestment Institution Total Phare Recipient [FI TOTAL
Building (=1+1B)
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Establishment of 0.5 0.5 0.047 0.547
MSSL"s Monitoring Unit

Continued Technical 15 15 0.082 1.582
Development and Roll-

Out of IITS

TOTAL 15 05 2.0 0.129 2.129

7. Implementation Arrangements

The CFCU isthe Implementing Agency responsible for tendering, contracting and accounting.
Responsibility for technical preparation and control will remain with the beneficiary: MSSL/SoDra.

It is planned to conclude two contracts: one contract for the continued development of the ITS in
Phase I1; one contract for the establishment of MSSL’s Monitoring Unit.

While the Project will be implemented in SoDra, a Programme Officer will also be appointed within
MSSL, heading ajoint Project Steering Group (comprising of MSSL, SoDra, Ministry of Health
and Tax Administration). The Steering Group will be advised and supported by the expertise
provided under component 1.

Rita Mackonyte, Head of the European Integration Division, MSSL will be responsible for
component 1 (A. Vivulskio 11, 2692 Vilnius, tel. + 370 2 652548, fax + 370 2 652463, e-mail
ritam@socmin.t).

Andrius Grigas, Deputy Director of SoDra, with responsibility for the IT Division and Local Office
Reform, will be responsible for component 2 (Ukmerges 12, 2600 Vilnius, tel. + 370 2 724306, fax
+ 370 2 723641, e-mail agr@pps.sodra.lt).

8. Implementation Schedule

Institution Building
Start of project activity 4Q/00

Completion 1Q/02
I nvestment

Start of tendering 4Q/00
Start of project activity 1Q/01
Completion 1Q/02

9. Equal opportunity

The institutions involved in the project execution will observe equal opportunity of men and women
in its recruitment and human resources development. The beneficiary will ensure equal access of
men and women to the project activities and results.

10. Environment

n/a

11. Rates of Return

n/a

12. Investment Criteria

n/a

13. Conditionality and Sequencing

The project is conditional on
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building on the results of the project financed from the 1998 Phare national programme covering
Phase of the new IITS system.

the Government's commitment to provide financial support over the project's life-span of 3-5
years. SoDra should examine its participation in the Project after Phase | so that it’s commitment
to the completion of the II TS is shown clearly and its financial contribution is made known and
planned for.

coherence of the 11 TS with the proposed plans (funded separately by Lithuania) for introducing
social security cards to enable clients to access social insurance services (e.g. payments etc.).
This matter will be reviewed when |1 TS Project is underway in 2000 and the design for the
overal I TSis being devel oped.

taking into account the Strategic Business Plan which is currently being implemented by SoDra
with the ongoing Phare support. A number of tasks relating to key business activities of SoDra
have resulted in recommendations relating to, inter alia, contribution collection, human resource
development and training, pensions and benefits administration, reform of procedures and
practices at Local Offices. These recommendations continue to be implemented by SoDra and
are arequisite to further and continued support by EC Phare.

to ensure completion of SoDra’s short-term IT projects (Pension Payments etc.) and availability
of al necessary resourcesto the larger 11 TS project.

There are number of draft-laws under preparation which are oriented towards improvement of
social insurance system in Lithuania. Namely they are:

1.

Draft-law on Re-structured State Social Insurance (expected coming into force — the end of
2000);

2. Draft-law on Unemployment Insurance (expected coming into force — the beginning of 2001);

3. Draft-law on Sickness and Maternity Social Insurance (expected coming into force — the end of

4.

2000);

Draft-law on Social Insurance of Accidents at Work (expected coming into force — the end of
2000).

In relation to this, the purchase of additional equipment can be finalised only when Seimas will pass
all necessary legidlation. This means the equipment tender may be launched and evaluated but that
the contract for the supply will not be signed until the relevant legidlation has been adopted.

Finaly, it is assumed that SoDrawill remain a public state social insurance fund and that plansto
introduce private pensions insurance funds will not fundamentally alter this status.
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L ogframe Matrix

Annex 1

Support to the State Social I nsurance
Fund Board

Project Number: L1 9911.02

Date of Drafting: 04/99

Contracting Period Expires: 31/10/2001

Disbursement Period Expires: 31/10/2002

Total Budget: 2.129 MEUR

Phare Contribution: 2.0 MEUR

Wider Objectives

Indicators of Achievement

Sources of Information

Assumptions and Risks

Further strengthen Lithuanian institutional capacity in
social sector.

Improved management and administration of social

insurance.

Programme records and
reports.

Continued SoDra and Government
support & timely technical assistance.

Immediate Objectives

Indicators of Achievement

Sources of Information

Assumptions and Risk

Strengthen social insurance systems by improving
efficiency & effectiveness of policy & administration.
Develop capacity to achieve efficiencies & effectiveness
by strategic development of IITS.

Unify future collection of social insurance, health & tax
payments within one system & organisation.

Further develop organisational capacity (especialy
management skills) though strategic use of IT systems.
Develop MSSL'sinstitutional capacity

Organisational Development Plan for SoDrato complement
theintroduction of IITS & phased rollout of IITS.

Employer registration, contribution collection & hilling
system fully operational. Substantial progress on
development of remaining functional systems (centra
database, pensions registration /payment/maintenance,
sickness benefits systems etc.). Determine organisational
responsibility for the integrated collection and billing system.
Fully trained quality assurance & business planning teams
with skills necessary to manage introduction & use of IITS
and MSSL team equipped with strategic management skills.

Evauation reports by
MSSL TA. and by EC.
Project  records
reports.

Terms of reference for
construction of Integrated
IT system.

Management records
within MSSL and SoDra
Project Steering group
records.

and

Continued support of Government, &
MSSL senior SoDra management.

SoDra willingness to undertake major
organisational change

Steering group inclusive of Health, STI
and Labour interests.

Government & SoDra support for single
collection, registration and hilling system
Legacy of SoDraold IT plans, including
‘Smart Cards' may impede project or
divert resources.

Necessary STI, Health and Labour co-
operation may not be forthcoming.

Results of Projects

Indicators of Achievement

Sources of Information

Assumptions and Risk

Partial implementation new I TS

Full implementation of new employer registration,
contribution collection and billing system.

Fully trained quality assurance & project management
personnel within SoDra & MSSL.

Improved employer registration system that can be
accessed by others (e.g. STI, Health and Labour).
Improved control of socia insurance contribution
collection.

Improved managerial & administrative skills within
SoDra& MSSL.

Agreed ToRs, which are tendered for next phases of project —
continued software, training and hardware procurement.
Implementation plan for Integrated IT System being
successfully followed.

Completed programme of staff training. Completion of
further phases of organisational development plan.

New employer registration, contribution collection and
billing system — operational with full functionality required
to permit access by Health, STI, Labour systems.

Improved institutional capacity — trained and skilled SoDra
IT implementation planning teams.

Project  records and
reports.

Revised management
procedures and  staff
instructions.
Contribution  collection
records from new

collection/billing system.
EC CFCU within Min of
Finance.

Reports and evauations
by MSSL Project
Monitoring Unit.

Close co-operation between all parties.
Administrative & technical resources
available to SoDra and MSSL. With
timely technical assistance.

International and further EC support
available for implementation of IITS.

EC Phare funding may not be consistent.
The multiple stages, with different
tenders & different contractors, of what
should ideally be a single 3-4 project may
cause loss of continuity and integration.

Inputs

Technical assistance, training , software and hardware
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Cumulative Contracting and Disbursement Schedule for the Project (MEUR)

L1 9911.02

Cumulative Quarterly Contracting Schedule (M EUR)

Annex 2 a)

Project 4Q/99 | 1Q/00 | 2Q/00 | 3Q/00 |4Q/00 |1Q/0L |2Q/01L |3Q/01 |4Q/01 | 1Q/02 | 2Q/02 | 3Q/02 | Total
Support to the State Social 20 20
Insurance Fund Board

Cumulative Quarterly Disbursement Schedule (M EUR)

Project 4Q/99 1Q/00 20Q/00 3Q/00 4Q/00 1Q/01 20Q/01 3Q/01 4Q/01 1Q/02 2Q/02 3Q/02 Total
Support to the State Social 0.5 1.0 1.65 1.85 20 20

Insurance Fund Board
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Detailed Implementation Chart - L1 9911.02
Annex 2 b)

Year | 1999 2000 2001 2002

O[N|D|J|F|M[A|M[I|J|A|S|OIN|D[IJ|F|M|A|M|I|[IJ|A[S|O|N|DJI|[F|IM|[A|IM|I|[IT]|A|S

Development of SoDra lITS—Phasell

Phase | (funded from Phare 1998) XXX X X[X[X[X[X]X]X]|X]|X]|X]|X

Establish Monitoring unit X | X|X

Rollout of module 1 (registration etc.)

Rollout of module 2 (client database) XXX X[X[X[X[X]X]|X]X]X]|X]|X]|X]|X|X

Equipment & softwar e procurement/
development

- Tender Launch X

- Contract Sgnature X

Softwar e devel opment XXX X[X[X][X][X]X]|X]X]|X]|X[X[|[X
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Detailed Cost Breakdown (MEUR)

L1 9911.02

1999/2000

Total

Component

National
Budget

Phare

Other

I nstitution
Building

A.TA

0,047

0,5

0,547

B. Twinning

C. Other

| nvestment

A. Studies

B. Financial
Support

C. Equipment

0,082

15

1,582

D. Other

Total

0,129

2,0

2,129
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Annex 4

Relation of Project with Previous Phare Activities and On-Going Projects Financed from
Other Sources

L19911.02

1998 Phar e National Programme funding for Phasel:
Thisfirst Phase (Phase 1) of the system development allocates 2.0 M EUR between two projects:

(@) Project 1: the provision of technical assistance to the MSSL for project management and
control (0.5 MEUR), and

(b) Project 2: the overall design and partia development of the IITS (1.5 MEUR). Phase | of the
development will comprise the completed Analysis, Design and Scoping of a new integrated I T
system with a Central Client Database asit’ s hub and the production of specifications for
Software, Hardware and associated Training, Organisational Development and | mplementation.
It will result in a central registry system, client databases and a portable collection and billing
system. These will be piloted only during Phase 1.

2. 1999 Phare CONSENSUS project L1-9710-0046 “ Social | nsurance Accounting Standards’.

The main objective of this project is to provide theoretical and practical training, including
materials (register), to SoDra Headquarters and Branch Chief Accountants on International
Accounting Standards (IAS) to enable them to prepare reporting forms and year end financial
statements in accordance with IAS. Thiswill then facilitate the rollout of the IASto al offices.

Project FicheLl 9911.02 Page 11



Summary of Activitiesin each Phase Annex 5

Phase | Phare | MU TS II TS Activities

1 1998 | 0.5 14 * Anaysis (using EC Phare Support to SoDra Project
Reports);

» Design and scoping of the lITS;
» Development of the central database;

 Development of the Registration and Contribution
collection and billing systems,

» Piloting the Registration and Contribution collection and
billing systems.

2 1999 |05 15 * Roll out the contribution collection and hilling system
throughout Lithuania;

* ‘Roll-out’ Accessto the central database;

* Hardware and Software Procurement.

3 2000 | 1.0* 5.0 e Design and development of Pensions System
enhancement;

» Design and development of Payments System;

* Design and development of Management Information,
Accounting, and Statistics Systems;

o |ITS Systems Integration;

* Pilot Pensions, Benefits, Payments, MIS, Accounting,
Statistics systems;

* Roall out the Pensions, Benefits, Payments, MIS,
Accounting, and Statistics systems throughout Lithuania.

* Provisional Figuresfor Possible Inclusion in 2000 Programme
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