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EXTENSION OF OPERATION PHARE

The Commission has presented to the Council and the Group of 24
an action plan aimed at extending the present scope of Operation
PHARE (Poland and Hungary). The proposed action plan will
include support measures for Bulgarias, the German Democratic
Republic, Czechoslovakia, Yugoslavia and Romania.

It is based on specific requests made by the five countries
concerned and analysed ingreaterdetailduring the fact-finding
visits to those countries arranged by the Commission. Priority
spheres of action are to be proposed to the Group of 24, which
will be encouraged to make & special effort to promote those
countries’ economic recovery.

I. BACKGROUND

At the Arche Summlt in July 1989 the Commission was requested to
coordinate the asslstance granted to Poland and Hungary. On
26 September 1989, at their high-levei meeting, the Group of 24 adopted
an action plan presented by the Commission for those countrles.

On 13 December 1989, at the G-24 ministerial meeting, the principle of
extending the assistance to Bulgarla, Czechoslovakia, the German
Democratic Republic and Yugoslavia was accepted.

On 16 February 1290, the scope of this decislon was extended to include
Romania.

The flive countries presented memoranda setting out the objectives of
their reform programmes and requesting certain special forms of
assistance. In March 1990, the Commission arranged exploratory visits to
all the countries concerned. It was found that most of the countries had
adopted, during the first bhalf of 1990, all the necessary baslic
legisiative texts for establishing democracy and Introducing economic
systems open to competition and based on market laws.
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The Commission considers that the Implementation of the political and
economic reform programmes has now reached a stage where the condltions
for the granting of coordinated aid imposed by the ministers of the 24 at
their December 1989 meeting have largely been fulfliled.

This being so, It Is now urgent to define the priority uses for this
coordinated ald in order to help the countries concerned to achieve thelr
economic reforms. These priorlities must be worked out In the light of
the varlous countrles’ economic slituation, speclial requirements and
absorption capacity.

The Group of 24, the Community and tha multilateral financial
Instltutlions, In particular the EBRD (European Bank for Reconstruction
and Development), must collaborate wherever possible, making use, for
example, of cofinancing or other means, so that the benefliciaries can
derive the maxImum additionai benefits from these combined efforts.

111. THE PRIORITIES FOR COORDINATED ASSISTANCE
The main components of the proposed assistance are as follows:

Improved access to Western markets;

. food supplles;

tralning;

. environment;

Investment and economic restructuring;
filnancial support.

A. lmproved access to Western markets

This cbjective must be attainsd by:
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granting most-favoured nation status (in so far as this rule Is
not yet applled);

extending the GSP to the German Democratlic Republic,
Czechoslovakla, and Bulgaria from 1 January 1991, and Improving
GSP condlitions for Romanla and Yugoslavia;

Improving the concessions for agrlicultural products, In
particular for Bulgaria, Romania and Yugoslavlia.

Complementary action to be taken specifically by the Community:

speeding-up of timetables for the dismantling of speciflc
quantitative restrictions, and for other forms of
llberaltzation In the context of the trade and coopseration’
agreements between the Community and the countrles concerned;

assoclation agreements with those countries, In order
progressively to establish free trade areas, as and when each
country makes the necessary changes to Its economic system.

B. Food suppilies

In all these countrles, particularly Bulgaria and Romania, agriculture is
an essentlal component of economic development. Desplte these countries’
agricultural potential, the situation there is critical.
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Conslderable efforts are required to overcome these problems and the
private sector must piay an essentlial roie In this respect. The aim of
the ald provided by the Group of 24 should be to faclilitate the
development of the prlvate sector throughout the agri-food chain, from
production to processing to distribution.

The humanitarian ald provided by the G-24 for the Romanian population
immedlately following the December revolution and the food ald
subsequently supplied by the Community will probably have to be
continued. This form of ald will nevertheless qulckly have to be
replaced by action to improve natlonal supply sources, with the emphasis
on private initiative, agricultural research, production technology and
the modernizatlion of the food industry.

C. Training

Tralning will be an important part of the various sectoral programmes.
All the countrlies concerned have stressed the need for tralning in
business management, vocatlonal training, flinancial services and
languages.

The Communlity Is planning to open to these countrlies schemes operated by
the European Tralning Foundation and the Tempus programme (Transeuropean
Mobllity Scheme for University Studies). All the members of the Group of
24 are called upon to play an active part In the Foundatlion and Tempus.

D. _Environment

Action at national and regional levels is required In these countries In
order to prevent any further deterlioration In the environment.

The immedliate and longer-term spheres of action include:

= Industrlial emissions,

- nuclear safety,

- effluent treatment works,

= alr- and water-pollution monitoring equipment,

- disposal of toxic wastes,

- training of local specialists and supervisory staff.

These measures must form part of a comprehensive, multlannual strategy
worked out together with the authorities on the spot and In conjunction
with International Instltutions, particularly the Worlid Bank. The
European Reconstruction and Development Bank should also play an active
role In the financing of projects In thls sphere.

E. lnvestment and economic restructuring

In order to support these countries’ reform efforts, the Group of 24 must
strengthen Its own instruments for promoting and protecting Investment
and must provide support for joint ventures and other forms of industrial
cooperation. Export credlts and export credit insurance should be used
to Improve outlets for the products of this cooperation. A venture
capital facility should also be established or developed.

The EBRD should play an essential role in developing the private sector
by making finance available.
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Information centres -for companlies, data banks with information on-market
conditions, possibie partners for the setting-up of jolnt ventures, trade
weeks, trade fairs and sxhibitlons must be used extensively.

Within the Community, the Commission wlill propose that the countries
concerned should be able toc benefit from loans from the European Coal and
Steel Community and from the European Investment Bank, guaranteed by the
Commun!ty budget (Yugoslavia Is already eligible for EIB loans).

Lastly, the soclial consequences of economic restructuring will requlre

back-up measures which will dovetall wlith the coordinated assistance
priorities (unemp loyment Insurance, - occupational retraining and

geographical mobility).

E._Increased financial support

The political and economic reform process Involves certain risks and
-sacriflces for the countries concerned. The Group of 24 must therefore
" make an effort to provide the necessary back-up. This effort must attain
the necessary critlical mass, extend over a perlod matching the
requirements identifled and the absorptlion capacities of the countries
concerned and harness a wide range of resources.

The Community, for |Its part, has worked out the budgetary measures
required for prolonged technical assistance and multi-annual financlal
support, In addition to the aid provided at bilateral level by |ts Member
States. The Commission proposed that the financlal resources allocated

to those countrles should be increased considerably. |f the Increase
were introduced this ysar, the level could be brought up, In stages, to
ECU 1 blllion by 1982. The Community wlill make use of other means, such

as ECSC and EIB loans, to promote the restructuring.

The Community Intends to examine, In close conjunction with the
multifateral financial Instlitutions, the proposals which Incorporate the
lessons learnt by the Community In granting medlium-term financlal

assistance to Hungary. Other members of the G-24 will be called upon to
contribute to the financial efforts made In order to stimulate
non-inflatlonary growth. |In any event, precautlons will be taken to

aveld the generation of debt exceeding the ablllty to repay based on
reasonabie growth assumptions.

G. Specific priorities by country

A list of speclfic prilorities by country Is gliven below. This |Ist has
been drawn up on the basis of requests made by the countries concerned
and the findings which emerged from the visits by Commission
representativss.

Bulgaria
e agriculture and the agrli-foodstuffs Industry,

the environment,

. Iinvestment (transport and telecommunications),

training (management, financial services, sclentific and

technical activities),

restructuring (the chemical Industry and |ight Industry),

tour ism, . .

Improved access to markets.
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Czechoslovakia
. industrial restructuring,
the environment (poilution control, Industrial waste, nuclear
safety),
energy,

training and youth exchange schemes,
Investment (transport and teliecommunications),
sclentific and technlical asslistance,

Improved access to markets.

food supplies (restructuring of slaughterhouses, dalry products
and sugar production, etc.),
the environment (water pollution, atmospheric poliution,
Industrial pollution, protection of the cultural heritage),
" Investment (transport and telecommunicatlions),
. training (management , higher education, sclentific and
technical activities),
Improved access to markets.
= Bomania
. agricuiture and food supplies (research, production technology,
Joint ventures),
the environment,
Investment (transport, tourism, small businesses),
tralning (management, bankling, tourlism, communications, agri-
foodstuffs industry),
Improved access to markets.
- Yugosiavia
. agriculture,
the environment (pollution of the Danube and Sava basins, and
Adriatic coast),
Investment,
restructuring of banking and industry,
tralning (banking, management, tax systems),
structural adjustment, including soclal aspects,
Improved access to markets.







