MEMO 3/90 Brussels, 11 January 1989

OPERATION “PHARE"
(Poland and Hungary: asslistance for
economlic restructuring)

At the last economlic summit, held In P-rils from 14 to 16 July last
year, |t was agreed, with regard to East-West relatlons, that there

should be cooperation with other Interested countriles and
multilateral Instltutions and that ther.: should be concerted action
to support the current process of reform In Hungary and Poland. In

this way the measures proposed by the varlous parties Involved could
be made more effectlve.

To this end, the summit asked the Comm sslion to take the necessary
Inftlatives In agreement with the o her Member States and In
assoclatlon with any other Interested crountrles not present at the
summi t.

The Commission has since taken the 1.ecessary steps to get Its
Operation Phare coordinatlion plan under way.

Three coordinatlion meetings of offliclals were held In the second
half of last year, and a ministerial mesting of the Group of 24 was
held on 13 December to take stock of action taken since the Western
Economic Summit In Parls and to sketch out the package of measures
to be put Into operation from the beginning of thils year.

1. THE COMMISSION'S ACTION PROGRAMME

On 26 September the Commisslon presaented an actlion plan_ for
Operatlion Phare. .

The plan accords wlth the directives the Commisslon recelved from
the Paris Summit and reflects also It: determination to take the
Initiatives needed to Implement certaln speclific operations.

Actlon Is to be focused on flve areas:

1. Agriculture: supply and restructurl.g

Having already arranged for the dellvery of agricultural
products to Poland, the Commissicn |Is proposing a broader,
multliannual operation, Including th: supply of such productlion
alds as pesticlides and agricultural machinery.



2. Access to markets
The Commisslion Is planning measurss to help faclllitate access
to the markets of the 24 for products originating In Poland or
Hungary.

3. investment
The Commlission consliders that measures can be drawn up, both by
the Community as such and by Its Member States, to facllitate
and guarantee new Investment In Poland and Hungary. To thls
end, |t makes reference, Inter alia, to Initlatlives on export
credits and bank guarantees and the financling of risk capltal
operations.

4. Vocational tralining
The economic reforms In Poland and Hungary can be carrlied out
only through a broad actlon plan for training at different
levels (management, Instructors, administrators and students).
Very different flelds may be cover :d by this actlon, especlally
financlal and banking services.

§. Environment
With the help of the Polish anag Hungarlan authoritlies, the
Commission |Is studylng projects !n which cooperation should
help Improve the quallty of the environment In Poland and
Hungary.

2. IMPLEMENTATION OF THE VARIOUS CHAPTERS OF THE ACTION PROGRAMME

- Food ald: Dellveries of food produ:ts to Poland
Food products belng made avallable by the Communlity to Poland
are continuing to be dellvered according to the programme drawn
up by the Community and the Polish authoritles.

Cereals

- first batch:
200 000 tonnes of wheat for breadmaking
100 000 tonnes of malze

The delliverles which began [In mld-September In 25 000-tonne

boatloads were completed at the end of November.



- second batch:

300 000 tonnes of wheat for breadmaking

(200 000 tonnes transported by boa: to Gdynia, Gdansk and three
small Pollsh ports (Kolberg, Ustka and Darlowo). 100 000
tonnes transported by rall from Bavarla across Czechoslovakla
to southern Poland (Mledzylesle)).

100 000 tonnes of malze (dellvered from the Channel ports and
ports In the North Sea)

100 000 tonnes of barley (dellvered from the Baltlc and North
Sea ports).

Tender procedures for transporting the breadmaking wheat (from
Intervention agency sllos to Poland) were opened on 26 October and
were completed on 9 November. Dellveries commenced on 23 November
and were completed by the end of December. Tender procedures for
malze and barley were opened on 10 November, the deadline for
recelpt of tenders being 13 December. Dellverlies are planned for
January.

Beef

10 000 tonnes has been dellivered as pl:nned.

Ollve oll

Dellverles were made on schedule, by bcat from Spaln (2 50v tonnes)
and by rall from Italy (2 500 tonnes).

Cltrus frult

On 3 November the Commisslon adopted !ts draft Regulatlion opening
tender procedures for the dellivery free of charge of cltrus frult to
Poland. The draft sets out to establish the detalled arrangements
for supplying Poland with 15 000 tonnes of lemons and 5 000 tonnes
of oranges wlithdrawn from the market by producers In the Member
States according to avallablllity and to be dellvered between
December of last year and February this year.

The Commisslion recently decided to mak: further dellverles of food
products In 1990, a declslon recently confirmed by the Strasbourg
European Councll. The Commission Is currently studying the Ilst of
products to be supplled, the volume of deliverles and the flnanclal
Implications.



= A=

&, Improved access to the Communlity market

On 6 November, to Improve access to the Community market for Pollsh
and Hungarian products, the Councl! (General Affalrs) took two
declislons basqed on proposals from the Commission:

- It extended the GSP (generallzed system of preferences) scheme
for 1990 to Incliude Poland and Hungary;

- It abollshed the speciflc quantitative restrictions applylng to
those countriles.

Moreover, the Council (General Affalrs) meeting on 27 November:

- approved the suspenslion for one year of non-speclific
quantitative restrictions and granted further agricultural
concesslons;

- extended the textlles GSP;
- approved the principle that the Commlisslion enter Into

discusslon with Poland and Hungary regarding an Increase |In
Import quotas In the Community for textlles.

= Vocatlonal training

At Communlity level , the Commisslion, which has consliderable
exparlience In this fleld, |Is preparing practical training operatlions
through public and private Instltutions, which must fit Into a long-
running multiannual programme and the work of the future European
training foundation. .

* Asslistance for specific operations

On 14 November the Councl| (Budget) approved ald of ECU 300 milllon

for Poland and Hungary In 1990 at second reading. The money will be
used to flnance operations under the Commission’s actlon plan (ses
sectlion 1 above). In a declaration the Councli| stated that, wishing

to provide the Community wlth the means of demonstrating Europe’'s
solidarity with the Pollish and Hungarian peoples, It conslidered Its
duty was to respond to Parllament’'s appeal by Iincreasing the amount
of ald It had approved on 9 October on a proposal from the
Commisslon.



* EIB particlipation

It has been agreed In the approprlate Councli| bodies that the EIB

(European Investment Bank) be Involved In Operation Phare.
Accordingly, loans totalling up to ECU 1 billlon may be granted for
1990, 1991 and 1992 for the flinancing of practical projects. The
loans will be guaranteed by the Communlity budget.

* ECSC loans

On 23 November the Commission decided to grant Poland and Hungary
ECU 200 million In ECSC loans:

- for Investment projects In coal and steel;

- for Infrastructure projects In which Community steel may be
used.

This declislon must receive the assent of the Councll!.

e ECU 1 billlion loan to Hungary
On 6 December the Commisslion asked the Counclil for dlrectlives to
conclude a flve-year loan programme for a maximum of ECU 1 bllllon

with a Community guarantee. The loan Is Iintended to enabie Hungary
to overcome the problems Involved In structural adjustment, In
partizular Its balance of payments. The Commisslon hopes to be able
to make the flrst Instalment of the lozn avallable to the Natlonal
Bank of Hungary during the first quarter of this year.

However, the loan Is conditlional upon the concluslon of an agreement
between Hungary and the IMF. .

In view of the urgent slituation, confirmed by the European Councl!
In Strasbourg, the Commission hopes to see the Councl! and
Parllament adopt the declislion before the end of this month.

3. 1990: THE OPERATIONAL STAGE

On the baslis of the varlous provisions drawn up durlng 1989, the
Commission Is now planning to enter ths operatlional stage of |Its
plan. 1t 1Is alming to bring Into force the varlious measures
envisaged In the actlon plan, using the funds commlitted for that
_purpose for 1990.



That means that positive measures wl!l be Introduced to asslist
Poland and Hungary In additlon to the food ald already provided for
the latter.

Moreover, In accordance wlith the cocncluslons reached at the
Strasbourg summit on 8 and 9 December last year and confirmed at the
Brussels conference of the Group of 24 on 13 December, the
Commission has sald It Is ready to extend Operatlon Phare |If
necessary to other countrles In Central and Eastern Europe,
Iincluding the GDR, Czechoslovakla, Bulgarla and Yugoslavia. In the
wake of the recent pollitical events In Romania, that country too
might In future be Included In the coordlinated action.

Mr Andriessen, Vice-Preslident of the Commission, will be paying an
offlclal visit from 12 to 14 January to Czechoslovakla, Bulgaria and
Romanlia.



