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The PHARE Advisory Unit has moved.

We can be found at

rue Belliard 68, 2nd floor, offices 26, 40, 42
B-1040 Brussels

Postal Address:
Commission of the European Communities
B 68 2/40
B-1049 Brussels

Telephone:
(32-2)
299.13.56
299.14.00

299.15.00
299.16.00

Fax:

299.17.717
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DOCUMENTATION AVAILABLE
at the
PHARE ADVISORY UNIT

LISTED BELOW ARE SOME OF THE DOCUMENTS AVAILABLE FROM THE PHARE ADVISORY
UNIT. IF YOU WOULD LIKE ANY OF THESE DOCUMENTS PLEASE FILL OUT THE REQUEST FORM
ATTACHED AND SEND IT TO THE ADVISORY UnIT AT 200 RUE DE LA Loi, (B68 2/26) B-1049
BRUXELLES.

PHARE OPERATIONAL GUIDE (ENGLISH, FRANGAIS, DEUTSCH)

PHARE PROJECT SUMMARIES NOs 8 & 9 (1992). Nos 1-7 ARE CONTAINED IN THE PHARE
COMPENDIUM 1990-1992. UPDATES ARE MADE FOLLOWING THE PHARE MANAGEMENT
CoMMITTEES (ENGLISH)

PHARE COMPENDIUM 1990 & 1991 PROGRAMME SUMMARIES EY SECTOR (EHGLISH).

PHARE ProJeCTS LISTED BY COUNTRY DETAILING THE NAME GF THE PROJECT AND ITS
BUDGET (ENGLISH)

EC JOINT VENTURE SUPPORT SCHEME - JOPP (ENGLISH, FRANCAIS, DEUTSCH)

PRIVATISATION AND RESTRUCTURING BN CENTRAL AND EASTERN EUROPE (ENGLISH, FRANCAIS)
INVESTMENT PROMOTICN IN CENTRAL & EASTERN EUROPE (ENGLISH)

FIRST ANNUAL REPORT FROM THE COMMISSION TO THE COUNCIL AND THE EUROPEAN
PARLIAMENT ON THE IMPLEMENTATION OF ECONOMIC AID TO THE COUNTRIES OF EAST AND
CENTRAL EUROPE As OF 31 DECEMBER 1990 (ENGLISH, FRANGAILS, DEUTSCH)

PHARE FovanciaL COMMITMENTS 1990 & 1991 (ENGLISH)

PHARE REGULATIONS - TO BE FOUND AT THE BACK OF THE PHARE OPERATIONAL GUIDE.

(ENGLISH, FRANCALS, DEUTSCH).

11.

12.

THE PHARE ADDRESS BOOK: (ENGLISH)

*THE COMMUNITY AT THE CENTRE OF AID TO THE COUNTRIES OF CENTRAL AND EASTERN
EUROPE (ENGLISH, FRANCAIS, DEUTSCH)

13. Eclio's DF 1."EUROPE - DOSSIER SPECIAL FHAPE (FRANGAIS)

14. CONSULTANT'S REGISTRATION FORM (ENGLISH)

15. THE 1992 PHARE INDICATIVE PROGRAMMES SUMMARY (ENGLISH)
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DOCUMENT REQUEST FORM

PLEASE SEND TO THE ABOVE ADDRESS:

No. OoF DoC. LANGUAGE DOCUMENT NAME
COPIES #
(Max 3)
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COMMISSION OF THE EUROPEAN COMMUNITIES
PROGRAMME OF ASSISTANCE FOR ECONOMIC RESTRUCTURING
IN THE COUNTRIES OF CENTRAL AND EASTERN EUROPE

The

PHARE
Glossary

-~

of commonly used terms & acronyms

Written by the PHARE Advisory Unit
Sept 1992
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GLOSSARY

PHARE

PHARE is the European Community Programme which channels Economic and Technical Assistance
to the countries of Central and Eastem Europe. Starting with Poland and Hungary in 1989 (hence the
PHARE acronym: Poland Hungary Assistance for the Reconmstruction of the Economy), the
programme today covers the following countries: Albania, Bulgaria, Czechoslovakia, Estonia, Latvia,
Lithuania, Poland, Romania and Slovenia. PHARE will in due course be extended to the other
Republics of the former Yugoslavia as and when they meet the conditions of elegibility.

LEGAL BASIS

Regulation 3906/89:  Basic Council Regulation for PHARE. Constitutes legal basis

(OJEC Nr. L 375/11)  for decision making procedures. Provides mechanism for management
committee and tendering procedures broadly similar to other forms of EC
external Aid.

Regulation 2698/90:  Amendment to Regulation 3906/89 which extends
(OJEC Nr. L 257/1) Community assistance to Bulgana, Czechoslovakia, the GDR, Romania and
Yugoslavia. Humanitarian aid permitted.

Regulation 3800/91:  Extension of assistance to Lithuania, Latvia,
(OJEC Nr. L 357/10)  Estonia and Albania. Deletion of the GDR from PHARE.

Repulation 2334/92:  Extension of assistance to Slovenia.
(OJEC Nr. L 227/1)

PHARE OPERATIONAL SERVICE (referred to as PHOS)

Brussels based Directorate set up by the European Commission within the Directorate General |
(External Relations) in early 1990 to initiate, prepare and supervise the implementation of PHARE
assistance programmes. PHOS consists of the following units:

PHOS I : Agriculture, Environment, Nuclear Safety, Infrastructure (Transport, Energy
and Telecommunications), Food aid.

PHOS 2 : Banking and Financial Sector, Small and Medium Sized Enterpnises,
Enterprise Restructuring, Privatisation.

PHOS 3 : Social & Employment, Health sectors, Public Infrastructure &
Administration, Humanitarian Aid, Programming and Country Co-ordination.

PHOS 4 : Internal  Resource management (finance, administration,  contracts,
personnel).

PHARE Advisory & Tel 32 (2) 299.13.56, 299.14.00, 299.14.44, 299.15.00, 299.15.00, 299.16.00
Information Unit Fax:32(2)299.17.77



PHARE PROCEDURES

PHARE Budget:

Financial Regulation:

National Co-ordinator :

Allocated each year as a global envelope from the EC Budget. it has grown
by 368% to I billion ECU since 1989. The total allocated over the last three
years is now 2.28 billion ECU.

Council Regulation governing the execution of the Community budget. Of
particular interest is Chapter IX on external aid, providing the basic rules &
procedures for implementing PHARE Programmes and awarding contracts.

A person, usually of ministerial rank, who has been designated by the
beneficiary government to co-ordinate PHARE assistance on behalf of histher
government. The National Co-ordinator is responsible inter alia for liaising
with internal ministries in order to prepare the PHARE national (indicative)
programme and select the priorities for regional co-operation.

PHARE Management Committee :

Indicative Programme :

Sectoral Programme:

Regional Programmes :

Financing Proposal :

Defined by Article 9 of Regulation 3609/89. Consists of representatives of
the EC Member States who meet 6 -8 times a year to give their opinion on the
proposed PHARE measures (financing proposals), before the Commission
takes a financing decision.

A working document agreed on an annual or multiannual basis between the
National Co-ordinator on behalf of his/her government and PHOS on behalf
of the Commission. It sets out key priorities, objectives and the sectoral
breakdown for PHARE-financed activities and serves as a guideline for
subsequent detailed ideatification and appraisal of sectoral programmung.

PHARE programme outlining actions to be taken and funds commuitted to
provide assistance in the priority sectors defined by the Indicative
Programme.

A Programme involving three or more beneficiary countries which pursue
common goals by joint action. They may also aim to achieve economies of
scale, greater flexibility and are conducive to exchanges of information
between the countries concerned. In particular, they may facilitate the
establishment of administrative information-processing systems (customs,
statistics etc.) compatible with those in use in other parts of Europe.

Document containing any one proposed (sectoral) programme Written by
PHOS in co-operation with the respective government. Presented to the
PHARE Management Committee for opinion, and then to the Commission for
decision. The envisaged measures are described and explained in their
context, along with their estimated budget.

Financing Memorandum :

PIU, PSU, PMU :

Signed by the representatives of the Commission and the beneficiary country
after the Commission's formal adoption of the Financing Proposal. Necessary
before any project may be implemented, it is the lepal basis for the
commitment of resources to achieve specific objectives

Project Implementation/Support/Management Unit. Established by and in a
national Ministry or Agency of the beneficiary country in order to manage
the PHARE Programme in situ. The unit is usually staffed by the Ministry
and supported by PHARE-funded Technical Assistants (External Experts)

A1
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Projects Authorising Officer (PAO) :

Responsible for project implementation and financial management. Invested
with contractual powers.

Technical Assistance (TA) or Technical Co-operation :

CEC Delegations :

Technical Assistance is defined as the provision of services with the primary
purpose of transferring knowledge, skills, technical know-how or productive
aptitudes. The aim is usually to increase the stock of human intellectual
capital or to maximise the capacity for the most effective use of existing
factor endowment and know-how transfer (as distinct from transfers intended
to increase the stock of physical capital).

Representations of the Commission, with ambassadorial status, accredited to
third country governments. (currently in Belgrade, Budapest, Prague and
Warsaw. A Delegation is to be accredited in Sofia).

CONTRACTUAL ARRANGEMENTS

Public Supply Contracts:

Direct Agreements :

Opcen Tender :

Restricted Tender :

Prequalification :

Letter of Interest :

Consultant’s Register :

Long List :

Contracts for pecuniary interest concluded in writing involving the purchase
of products between a supplier (a natural or legal person) and one of the
contracting authorities.

Contracts entered into by the EC or PIU directly with the consultant or
supplier without prior tendering. Usually of sums less than 50.000 ECU.

Public tendering procedure whereby all interested suppliers may present an
offer. Used principally for supply contracts. Published locally and, for major
contracts, in the E.C. Official Journal, Part C, Supplement S.

Procedure whereby only those suppliers invited by the contracting authorities
may submit tenders. Usual procedure used for Technical Assistance /
Services contracts.

Preselection of firms mainly for Technical Assistance or Service contracts
Effected by responding to a formal invitation to state interest appearing in the
Official Journal, part C, supplement S. Results in a "long list" of qualified
firms, from which "short lists” are drawn whenever a restricted tender is
organised.

Informal expression of interest and capability which should be sent to the
relevant P.I.U. and/or Co-ordinators office and/or Commission PHOS with a
request to be considered for contracts.

A list of consulting firms which have expressed an interest in being
considered for PHARE contracts. May be consulted by PHOS when
organising a restricted tender. An expression of interest and capability should
be made to the competent PHARE office in Brussels by means of a proforma
application (Fax 32-2-235.53.87).

A reference list of qualified firms (from beneficiary countries and E.C.
Member States) from which short lists for restricted tenders may be drawn,
especially in cases of prequalification procedures.



Short List :

Multidisciplinary fund :

Selected list of firms invited to submit offers for a specific T.A. or Services
tender. Drawn from the Long List (see above), the suggestions of tendering
authorities, the Consultant's Register, other Commission services' lists (e.g.
DGs for Energy or Environment), Letters of Interest and data banks of other
international financing institutions.

Enabling device, consistent with general management procedures in external
aid, to give a genera! authorisation to finance (within given parameters) small
operations such as feasibility studies, technical assistance and micro projects
outside of and supplementary to sectoral programmes. It is managed from
Brussels. Specific memoranda and Management Comumittee opinion are nol
required for each grant. Grants up to | MECU.

GTAF (General Technical Assistance Facility) :

Humanitarian Aid :

Fund set up enabling the implementation unit to prepare preliminary steps in
a number of sectors in one country. Managed in the beneficiary country by a
Project Implementation Unit for the GTAF.

PHARE funds set aside for humanitarian aid destined to cover emergency
measures, short or medium term needs (e.g. medical supplies, aid to
orphanages). Not to be confused with Food Aid and Emergency Aid (which is
run by DG VIII). May be up to 10% of PHARE's budget.

PHARE PROGRAMME ACRONYMS

PHARE :
TACIS :

GTAF
SIGMA :
ACE :
TEMPUS :
COST :
JOPP :

STRUDER:
EXPROM:
TOURIN:
APRICOT:
LIS:
SUPEC:

SIERRA:
MOVE:
TESSA:
LAMBDA:
SCITECH:

Poland Hungary Aid for Restructuring the Economy

Technical Assistance to the Commonwealth of Independent States (applies to
the CIS & Georgia)

General Technical Assistance Facility

Support for Improvement in Governance and Management (Regional)
Aid for Co-operation in Economics (Regional)

Trans-European Mobility Programme for University Studies (Regional)
Co-operation in Science & Technology (Regional)

Joint Ventures in PHARE programmes managed by DG XVIII. J. Magnette -
(352) 4301 6262 (Luxembourg)

Structural Development i welected Regions (Poland)
Export promotion (Poland)

development of the tounst industry (Poland)
Agriculture: privatisation and co-operatives (Poland)
Land Information System (Poland)

Support to economic strategy and the creation of the Ministry of the
Economy (Poland)

Support for the implementation of the Europe Agreement (Poland)
Modemisation of Vocational Education (Poland)

Teaching & Education in Strategically Significant Areas (Poland)

Local Administration Management Building and Development (Poland)

Support for Science and Technology (Poland)
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OMEGA :
CORINE :

CEEC/PECO :

CIS :

SME/PME :
FEOGA :
ECHO :
IFI/IFO :
EIB/BEI :

EBRD/BERD :

Public Administration Reform (Poland)
Co-ordination of Information on Eavironment (DG XI)

Central and East European Countries. Pays de ['Europe Centrale et Oricatale:
Albania, Bulgaria, the CSFR, Estonia, Hungary, Latvia, Lithuania, Poland,
Romania, Yugoslavia.

Commonwealth of Independent States (ex-USSR, minus Georgia and the
Baltic States)

Small and Medium Sized Enterprises / Petites et Moyennes Entreprises
Fonds Européen d'Orientation des Garanties Agricoles

Eurpean Commission Humanitanian aid Office (DG VIII)

International Financing Institution / Organization

European Investment Bank (of the E.C.) / Banque Européene
d‘Investissements (des C.E.). Principally investment financing)

European Bank for Reconstruction and Development / Banque Européenne
pour la reconstruction et le développement. Principally investment financing.
Opened in London in April 1991. EC is a2 major shareholder.

IBRD/BIRD ("World Bank/Banque Mondiale") :

NGO :

OQECD :
IMF/FMI :
WANQO :

International Bank for Reconstruction and Development / Banque
Internationale de la reconstruction et du développement.

"Non Govememental Organisations" is a broad appelation understood by
PHARE to refer to non profit making voluntary organisations, social
movements and grassroot initiatives, regardless of their formal or legal status.

Organisation for Economic Co-operation and Development.
International Monetary Fund / Fonds Monétaire International

World Association of Nuclear Operators
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EC-EAST EUROPE
Relations with Cantral and Eastern Burope
ad the Commorwsalth of Indspendent States

i{. OVERVY |EW

1. Agreements

a. The Jjoint EEC/COMECON® Declaration of 25 June 1988 marked the
start of a new era In trade and political relations with the
countries of Central and Eastern Europe. Dliplomatic relations were
established and permanent missions were sent from each of these
countries to the Community. Negotlations for bllateral treatles
were also Initlated.

b. ludg_mm_mﬁmwnﬂm were concluded between October
1988 and March 1991 with all the Central and East European
countries. They are to last ten years except In the case of Poland
where It Is flve years.

(More lnformatldn on the trade and cooperation agreements In
annex 1).

c. Prior to the trade and cooperation agreements, sectoral. trade
arrangements had been signed between the former COMECON countries
and the Community concerning textlles, steel and beef.

d. In November 1991 Europe or Assoclation agreements between the EC
and” Poland, Hungary and CSFR** were finalised, and signed in
December. They have to be approved by the European Parlillament and
the national parilaments of the Twelve and of Poland, Hungary and
CSFR, before entering into force on January 1, 1993.
Interim agreements covering the trade and related questions of the
Assoclatlion agreements have also been sligned; these do not require
ratification by the Twelve parllaments and therefore became
effoctive on March 1, 1992,
(More Information on the Europe agreements In annex 2).
Negotiations for simllar Europe Agreements with Bulgarlia and
Romania started In spring 1992.

* Councli! for Mutual Economic Assistance, dissolved early 1991

== (Czech and Slovak Fedseral Republic

EEUR/ec—we). 92
Postal Address: Rue de (o Lol 200 B-1049 Brussels — Belglum Visltors Address: Aue de Trdves 120 D—1049 Brussels — Beiglum

Tet: direct tine 299...... exchonge 299.11.11 - Telex COMEU B 21877 - Telegraphic oddress COMEUR Brussels - Telefox 299 .. ...
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2. Asslstance

In order to Improve market access, the Communlty declded In 1989 to
grant GSP (generallzed system of trade preferences) treatment to
imports from Poland and Hungary; and to eliminate or suspend
quantitative trade restrictions as of 1 January 1990, In all
Member States except In Spaln and Portugal. These measures were
tater eoxtended to Imports from Czechosiovakla, Bulgarla and
Romanla; Albanla.and the Baltic States began to benefit from this
scheme In 1992.

The Community ‘s PHARE programme Is aimed at supporting the process
of economic restructuring and encouraging the changes necessary to
bullid a market-orlented economy and to promote private enterprise.
The support Is malinly In the form of technlical asslistance and

skills transfer. In addition humanitarian emergency ald has been
made avallable to some countries. The high priority sectors
Include agriculture, industry, energy, financlal services,

privatisation, Investment promotion, environment protection, and
training. The Commission‘s PHARE budget was 500 Mecu(1) in
1990; 785 MECU In 1991 and 1000 MECU for 1992. All Community PHARE
funding Is In the form of non-relmbursable grants to the
beneficlary governments. PHARE assistance was Initlally intended
for only Poland and Hungary but has since been extended to inctude
the CSFR, Bulgaria, Romania and former Yugoslavia(2). Albania and
the Baltic States became eligible for PHARE asslistance iIn January
1992, which brings the total number of beneficlarles to 10.

Community loans .targeted at helping the countrles of Central and
Eastern Europe overcome thelr balance of payment difficultles
amount to 2090 MECU. The Community contribution Is roughly equal
to the sum of' the contributions from the remaining G-24(3)
contributors. (sée point g. below)

The Communlity’s European Investment Bank (EIB) has extended Its
investment activities to Poland, Hungary, CSFR, Romania and
Bulgaria. The Community guarantees these loans. For the perlod
ending December 1992, the EIB has earmarked a total amount of 1,700
MECU for loans to these flve countrlies.

The European Coal and Steel Community (ECSC) is contributing to the
restructuring of the steel and coal Industries In Central and
Eastern Europe via trade and cooperation agreements and by way of
loans. It has earmarked a total of 200 MECU for loans to support
the restructuring of the coal and steel sectors Iin Central and
Eastern European countries.

The European Bank for Reconstruction and Development (EBRD), under
G-24 aegls, officlally opened on 15th April 1991. The Community
contributes to the caplital of the EBRD, and holds a 51X share. It
started Its activities In September 1991. End 1991, It had
approved projects for a total amount of 427 MECU and committed
13 MECU In the framework of the technical asslistance.

(1) MECU: one million ECU
(2) See chapter "Yugoslavia" page 13
(3) 24 Industriallsed market economy countries



The Commisslon coordinates the assistance offered to the countries
of Central and Eastern Europe by all 24 Industrialised market
economy countrles, the G-24. Working groups have been set up
amongst the G-24 representatives to deal with the coordination of
financlal and technical asslstance in speclflic sectors.

Irade

Both Imports from and exports to the five Central and Eastern
European countrles (Poland, CSFR, Hungary, Romania, Bulgaria)
increased considerably during the first nine months of 1991: 23 and
52X respectively. They represent 4,1X of EC exports and 3,3X of EC
Imports. The trade balance which used to be In favour of the
Central and Eastern European countries Is turning to the
Community’s advantage (about 1 billlon ECU for the perlod January-
September 1991). This marked change Is mainly due to the doubling
of Community exports to Poland.

The Community’'s main Imports from East European countries consisted
in 1990 of: agricultural products Including processed agricultural
products: 17%; base metals and articles of base metals: 15% ;
textliles and tox%lle products: 14X; and mineral products: 11X.

The Communlity’s princlpal exports to East Europe In 1990 were
machinery and electrical equipment: 32X; chemical products: 12X;
textiles and textlle products: 11X; and agricultural products,
including processed products: 10X. More than half of these textlle
exports are reimported Into the Community after undergoing
processing In Central and East European Countrles.

SITUATIONBY COUNTRY
POLAND

Agreements
A flve-year trade and economic cooperation agreement was signed on

19 September 1989. It entered Into force on 1 December 1989. This
ncn-preferentlal agreement which Includes the clause of reciprocal
MFN (Most Favoured Nation) treatment, foresees the gradual
liberalization bj 1994 of quantitative restrictions applied by the
Community on imports orlginating from Poland. However, In the
framework of PHARE, the Community declided to speed up the process
and agreed to suspend non-specific and |Ilberate all specific
quantitative restrictions as of 1 January 1990 In all Member States
except Spain and Portugal. Moreover, the agreement provides for
cooperation aimed at the development and diversification of
EC/Pol Ish two-way trade.

The ECSC (European Coal and Steel Community) protocol relating to
trade and cooperation In coal and steel products was signed In
October 1991.

2
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The Eurone Agreement between the Communlty and Poland was signed ...
16 December 1891 and Is In the process of ratificatlion. in tho
meantime, the trade aspects have entered Into force on March i,

1992, by way of an Interim Agreement. The Europa Agreement wil!
replace the trade and economic cooperation agreement of 1989.

A Delegation from the Community was opened {In Warsaw on
21 September 1990. The Head of Delegatlion Is Mr Dijckmeester.

Assistance

in the two years 1990 and 1991, some 27 projects representing a
total amount of about 380 MECU from the Commission’s PHARE
programme was approved iIn favour of Poland. These projects which
are mainly In sdpport of the economic restructuring beneflt |.a.
the environment, agriculture, Industrial, financlal, soclal and
health sectors, as well as the development of small and medlum
slzed enterprises and human resources. On 3 June 1992, the
indicative Programme for European Community Assistance to the
Republic of Poland for 1992 (PHARE 1992), Invoiving 200 million ECU
(1 ECU = appr. 17.000 Zlotys) In grants, was signhed In Warsaw.
Whereas In 1990 the priority sector was rapld assistance to
agriculture (by supplying plant protection chemlicals and animal
feed), In 1991 privatisation and economic reform were the central
areas. Economic reform Is also a key area for attention In the
1992 programme, wlith speclal attention for the structuratl
development In selected, less-deveioped reglons. Environment has
been a prilorlity area In all thres Indicative Programmes signed so
far, having recelved approximateiy 13X of the resources which were
avaliable over the last three years. Poland also benefits from
PHARE programmes destined for several Central European countries.

So far, Poiand recelved flve EIB loans for a total value of 240
MECU. The benefliclary sectors Include railways, telecommunications,
energy and small and medium sized enterprises.

In 1991, Poland .benefited from EBRD loans for a total amount of
113 MECU. In June 1992, the EBRD launched an equlty subscription
of 40 MECU In the Polish Private Equity Fund, a company to be
established to invest In small and medium slzed private
enterprises.

Poland is entltled to ECSC loans In support of restructuring Its
coal and stee! Industries. So far It has recelived a 25 MECU loan.

Irade

Trade between the Community and Poland has Increased substantlaliy
over the tast two years. Total Imports Into the Community from
Poland have Increased by 53X since 1988 to just over 5.1 bllllon
ECU In 1990. Exports from the Community to Poland Increased by 59X
between 1988 and 1990 to 4.4 biililon ECU. The 1990 balance of 763
MECU was In favour of Poland. In 1991 the Community became
Poland’'s most Important trade partner, buylng about halif of
Poland's exports and supplyling over one third of Its Imports. As a
result, the 1,662 MECU trade batance turned In favour of the
Community.



in the perlod January-September 1991, the Community Imported from
Poland mainty base metals and articles thereof: 18X; agrlcultural
products, Including processed agricultural products: 16X; textiles
and textlle articles: 14X; and mineral products: 11X,

The largest exports from the Community to Poland were machlinery and
electrical equipment: 24X; transport equlpment: 15X; agricultural
products iIncluding processed agricultural products: 14X; and
chemical products: 10X.

Agreements
A ten-year trade’ and economic cooperation agreement was sligned on

26 September 1988. It entered Into force on 1 December 1988. Thls
non-preferential: agreement also Included the clause of reciprocal
MFN (Most Favoured Natlion) treatment and foresees the gradual
Iiberalization by 1994 of quantitative restrictions applled by the
Community on Imports orliginating from Hungary. The agreement
provides for -cooperation almed at the deve lopment and
diverslification of EC/Hungarlan two-way trade. The agreement
Incliudes an ECSC protocol relating to trade and cooperation In coal
and steel products which was signed In October 1991.

The Europe Agreement between the Community and Hungary was signed

on 16 December 1991 and Is In the process of ratification. In the
meantime, the trade aspects have entered Into force on 1 March 1992
by way of an Interim Agreement. The Europe Agreement wlll replace

the trade and economic cooperation agreement of 1988.

The Community opened a Delegation in Budapest In November 1990.
The Head of Delegation Is Mr. Beck.

Assistance

Hungary has benefited from the Community’'s PHARE programme which
was launched In 1989. Up to end 1991 PHARE projects for a total
amount of 240 MECU were approved In support of actlons In the areas
of agriculture, environment, economic restructuring, human
resources as well as soclal and flnanclial sectors and small and
medium slzed enterprise development. The 1992 programme has an
Indlicative budget of 100 MECU. In addition Hungary beneflits from
the PHARE projocgs destined for several Central European countrles.

In order to help Hungary overcome Its balance of payments

“difficulties, the Community has granted in 1990 and 1991 two loans

with a total value of 1,050 MECU.

Since 1990, Hungary has also had access to loans from the European
investment Bank which are guaranteed by the European Communlity. The
total value of the three loans approved by the EIB |Is 235 MECU and
the money has been targeted at projects in telecommunications,
energy and SMEs.

20
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in 1991, Hungary beneflited from EBRD Interventions (loans o-
equities) for a total amount of 98 MECU.

Hungary has access to ECSC loans In support of restructuring Its
coal and steel sectors. An amount of 55 MECU has been earmarked to
be shared between Hungary and Poland.

Irade

Total Imports Into the Community from Hungary have Increased
annually by 12X since 1986 to Just over 2.9 billlon ECU In 1990.
Exports from the Community to Hungary have Increased annually by 4%
since 1986 to Jjust under 2.9 blillion ECU In 1990. However EC
exports to Hungary were decreasing In 1990 (-4X). The balance of
trade at the end of 1990 was 59 MECU In favour of Hungary. The
Community became. Hungary'’'s most Important trade partner In 1991,
buying aimost half of Hungary’'s exports and supplylng over one
third of Its Imports. End 1991, the balance of trade was 140 MECU
In favour of Hungary.

The Community‘'s main Iimports from Hungary In the perlod January-
September 1991 tconsisted of agricultural products, IiIncluding
processed goods:’24x; textlles and textlle articles: 16X; machlinery
and electrical equipment: 15X.

The largest exports from the Community to Hungary were machinery
and electrical equipment: 28X; chemical products: 13X; and textllies
and textlle articles: 13X. Almost 60X of these textile exports will
be reimported following processing In Hungary.

CZECH AND SLOVAK FEDERAL REPUBLIC (CSFR)

Agreements 4

An agreement between the CSFR and the Community on the trade of
Industrilal products was signed on 19 December 1988.

K}
A ten-vear trade and economic cooperation agreement was signed on

7 May 1990. It came Into effect on 1 November 1990. This non-
preferentlial agreement also Included the clause of reciprocal MFN
(mcst  favoured nation) treatment. It foresees the gradual
llcarallzation by 1994 of quantitative restrictions applied by the
Community on Imports orlginating from the CSFR. The agreement
provides for cooperat ion aimed at the deve lopment and
diversification of EC/CSFR two-way trade. It covers Industrial and
agricultural goods. Trade In coal and stee! products |s governed
by a ECSC protocol signed In February 1992.

The Europe Agreement with the CSFR was signed on 16 December 1991

and Is In the process of ratification. In the meantime, the trade
aspects have entered Into force on 1 March 1992 by way of an
interim Agreement. The Europe Agreement wlll replace the trade and

economic cooperatlion agreement of 1990.

A Commission Delegation has been opened in Prague. The Head of
Delegation Is Mr. Glunti.



Asslstance

From September 41990, when the CSFR became eligible for PHARE
funding by the Community, up to November 1991, some 10 PHARE
projects for a total value of 133 MECU were approved for the CSFR.

Priority areas Include  environment, training, energy.
restructuring and the privatisation of state owned propertlies and
development of SMEs as well as human resources development. In

additlion, Czechoslovaklia benefits from the PHARE projects destlined
for several Central European countries. For 1992, the |llikely
financlal requirements total 96 MECU.

The Community extended In May 1991 a 375 MECU medium term loan In
order to help support the CSFR's balance of payments.

The Communlity haé agreed to extend its guarantee of EIB loans In
Central and Eastern Europe to the CSFR, Bulgaria and Romanla.
The credit line for these three countrlies Is 700 MECU over a 2
year perlod (1991-1992).

in 1991, the CSFﬁ beneflited from EBRD interventlons (equitles) for
a total amount of 31 MECU.

Czechoslovakia Is also ellgible for ECSC loans In support of Its
coal and steel Industries.

Irade

Total imports Into the Community from the CSFR have Iincreased by
22X since 1988 to aimost 2.7 bllilon ECU In 1990. Total exports
from the Community to the CSFR have increased by 17X since 1988 to
Just slightly over 2.6 billion ECU In 1990. The balance of trade
at the end of 1990 was 81 MECU In favour of Czechoslovakia. The
Community became Czechoslovakla‘s most Important trade partner,
with in 1991, buying over 40X of Its exports and supplyling about
one third of Its Imports. The 245 MECU balance remains In
Czechosiovakia‘s favour.

The Community’s most Important Imports from the CSFR In the per lod
January-September 1991 were base metals and articles of base
motals: 15X; textliles and textile articles: 12X; machinery and
electrical equipment: 11X; and transport equipment: 10X.

The largest exports from the Community to the CSFR were machlinery
and electrical equlpment: 37X; transport equipment: 11%: and
chemica! products: 10X.
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Agreements
The ten-year trade and economlc cooperation agreement between the

Community and Bulgarla was signed on 24 September 1990 and came
Into force on 1 November 1990. The first meeting of the Joint
Commlttee was held In Sofia on 30 November 1990.

A ECSC protocol on trade and cooperation In coal and steel products
Is in preparation.

Since 1 January 1991, the Community extended Its GSP (General ised
System of trade Preferences) to Imports from Bulgarla, and
eliminated or suspended the quantitative restrictions It applied on
Iimports from Bulgarla.

Negotlations with Bulgaria with a view to concluding a Europe
Agreement started on 14 May 1992.

A Commission Delegation was opened In Sofia In June 1992. The Head
of Delegation Is Mr. O'Sullivan.

Asslstance

In September 1990, the Community‘’s PHARE programme was extended to
Bulgaria. Up to November 1991 some 11 PHARE projects for a total
amount of 100 MECU were approved In agriculture, environment,
health, energy,’ economic restructuring, and human resources
development. Total allocations of PHARE funds to Bulgaria In 1992
Indicative Programme Is foreseen to be 90 MECU. In addition
Bulgaria beneflits from the PHARE projects destined for several
Central European countries. Bulgaria also recelved together with
Romania part of 100 MECU humanitarian ald programme In the form of
emergency food and medical ald.

The Community decided In June 1991 to extend a 290 MECU loan to
Bulgaria In support of Its balance of payments, as part of a
coordinated effort within the G-24. A first instaiment of 150 MECU
was disbursed In July 1991; a second Instaiment |Is expected to be
pald soon. On § June 1992 the Commission proposed to the Councl! a
declision on additlional financtal asslistance for Bulgaria (110 MECU
medium—term loan).

The Community has extended its guarantee of EIB loans In Central
and Eastern Europe to Include Bulgaria. The credit |Ilne for
Bulgarta, Romanla and Czechosiovakia together Is 700 MECU over the
two years 1991-1992.

Bulgarla Is also eliglible for loans from the European Coal and
Steel Community (ECSC) in support of its coal and steel Industries.



Irado

Total Imports Irto the Community from Bulgaria have Increased by
26X since 1988 to almost 0.6 billlon ECU In 1990. Total exports
from the Community to Bulgaria have decreased by 35X since 1988 to
0.9 billlon ECU iIn 1990. The balance of trade at the end of 1990
was 317 MECU In favour of the EC. In 1991, EC Imports from
Bulgaria Increased significantly by 29X, while our exports grew
16%, thus further diminishing the EC trade surplus to 281 MECU.

The largest Imports Into the Community from Bulgaria In the period
January-September 1991 were: agricultural products inciuding those
already processed 25X; textlles and textlile articles: 15X; and base
metals and products of base metals: 13X.

The largest exports from the Community to Bulgaria were machlnery
and electrical equipment: 26X; transport equipment: 17X; and
agricultural products, Including those already processed: 16X.

The Councl!l authorised the European Commisslion In early October to
negotiate with Bulgarla the amending of the textile agreements In
force. The EC Is’ wllllng to Increase up to 8X the quota allotted to
Bulgaria, for prbducts covered by the Muiltifibre Arrangement.

Agreements

Since 1974 Romanla has beneflited from GSP treatment and In 1980 an
agreement was signed concerning trade of Industriat products. This
1980 agreement was to have been replaced by an agreement of greater
scope. However negotiations on this were suspended Iin April 1989.

Community relatlions with Romanla were reactlvated after the
revolution of December 1990 and a trade and economic cooperation
agreement was concluded on § March 1991, and entered Into force on
1 May 1991. .

An ECSC protocol retating to trade and cooperation In coal and
stee! products was Inlitialled In December 1991.

Negotlations with Romania with a view to concluding a Europe
Agreement started In spring 1992.

The Counclil| authorized the European Commisslon In October 1991 to
negotiate with Romanla the amending of the textile agreements
already In force, offering an increase In the import quota for
products covered by the Muiltlifibre Arrangement.

Assistance

The Community’s PHARE programme was extended to Romania In
September 1990 but was suspended untll January 1991 for political
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reasons. Untll] November 1991, 6 PHARE projects for a total amount
of 100 MECU wera approved, providing assistance In the area of
general technical assistance and human resources as well as some
sectoral programmes concerning Imports and healthcare. On 31
January 1992 a 1992 Indicative Programme of 130 MECU for PHARE
asslistance to Romanla was signed. Romanla also benefits from the
PHARE projects destined for several Centrai European countries.

Before Its full Inclusion In the PHARE programme, Romanla recelved
60 MECU worth of humanitarian and emergency ald In 1990. Of this,
11 MECU was for medlical ald, 41 MECU for agriculture and 7 MECU for
orphanages and Romanlan chlidren.

The European Council of 14 and 15 December 1990 declded on new
emergency ald equalling 100 MECU to be shared by Romanla and
Bulgaria. 80 MECU of this Is allocated to food aid and 20 MECU
suppl led by PHARE to medical ald.

In order to help Romania overcome i{ts balance of payments
difficulties the Community and Romanla signed In November 1991 an
agreement for a 375 MECU loan. A flrst Instaiment of 190 MECU has
been disbursed. On 5§ June 1992 the Commission proposed the Counclli
to declde on an additional financial assistance for Romanila
(medlum-term loan of 80 MECU).

The Community has extended Its guarantee of EIB loans In Central
and Eastern Europe to Romania. So far a ioan of 25 MECU has been
approved In favour of the etectricity company.

in 1991, Romanlafbeneflted from EBRD loans for a total amount of
165 MECU.

Romanla can aliso obtain ECSC 1oans In support of Iits coal and steel
sectors.

Irads

Total imports Into the Communlity from Romania have decreased by 29X
since 1988 to 1.4 bllllon ECU Iin 1991. Exports from the Communlity
to Romania have "ailmost doubled to 1.3 bllllon ECU In 1991. The
trade balance in’ 1991 was 137 MECU In favour of Romanla.

The largest Imports i(nto the Community from Romania In the perlod
January-Septembetr; 1991 were: textiles and textile articles: 25%X;
mineral products: 19X; base metais and articles of base metals: 9X.

The largest exports from the Community to Romania were: machinery
and electrical equipment: 21X; agricultural products Including
processed products: 20X; and textiles and textlle articlies: 16X.
Almost 80X of these textlile exports wili be re-imported Into the
Community following processing in Romanla.



Agroements

In February 1991, the Commission received officlal requests from
Albania for the establishment of diplomatic relatlons, the
negotiation of a trade and cooperatlon agreement, and for food ald.

Multiparty elections took place for the first time in Albanlia on
March 31 1991 with some EC Member States sending observers. This
led to offliclal relations beilng established between the EC and
Albanla; the Albanlian Deputy Prime Minister on June 24 vislited the

Commission.

Oon 20 June 1991, Albanlia was welcomed as the 35th member of the
CSCE (Conference for Security and Cooperation In Europe).

in October the Councll authorized the Commission to negotlate a

trade and cooperation agreement with Albanla, which was signed on
11.5.1992.

Assistance

EC emergency ald to Albania In 1991 totaled 19 MECU comprising
humanitarian and medical assistance (1.5 MECU), food ald (15 MECU),
emergency rellef (1 MECU), and ald to refugees In Greece and Italy
(1.5 MECU). In June 1992 the Councl! decided on addlitional food aid
for 45 MECU. '

The G-24 countries declided In September to extend their
coordination assistance to Albanla, which from January 1992 iIs also
ellgible for PHARE ald. From the 1991 PHARE budget It recelved
already 24 MECU.

On October 29 Albanla became a member of the EBRD (European Bank
for Reconstruct[pn and Development). Until end 1991, It already
benefited from' EBRD‘s Intervention In bank restructuring
techniques.

Irade

In 1990 the Community Imported 80.7 MECU worth of goods from
Albania and total exports to that country amounted to 117.8 MECU.
tn 1991 these figures were 35 MECU (Imports) and 78 MECU (exports).

On March 11, 1991 the Commission approved the Ilberallization of
several Albanian Imports from Italy, (chemlcals, leather and fur,
glass products...) with Immedlate effect.

1 January 1992 the EC removed all quotas on imports from Albania,
except for textlles and some agricultural goods.

The Councll| deplded on 3.2.1992 to Include Albania In the
generallzed system of preferences.
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The largest Imports Into the Community from Albanla In 1990 were
chrome, nlckel, mediclinal plants and refined oll. The principal
Communlity export products to Albanla were food products, olls (such
as sunflower), tobacco, thin lron sheets and carded cotton.

Agreements

in September 1991 the European Community announced Its intentlion to
negotlate trade and cooperation agreements wlth Estonla, Latvia and
Lithuanla. ‘

Directives were for trade and cooperation agreements between the EC
and each of the Baltic States approved by the EC Councl! of

Ministers In November 1991. The three agreements were signed In
Brussels on 11 May 1992. They are regarded as "flrst generation®
agreements, glven the present slituation in the Baltic States, but
with the possibllity of replacing them later with European
(assoclation) agreements. The agreement with Lithuania (the only
Baltic State with nuclear facllities) also covers relations with
EURATOM.

During a visit by EP members In early November 1991, Llithuanlian
Preslident Landsbergls stated he considered a form of associliation
with the EC to be the logical course to Industrial reorganisation
and diversification of trade.

The Community’s !delegatlon In Stockholm was also accredited to
Estonia and Latvia at end April and will be accredlited to Lithuanla
In due course.

Assistance

The Councl| decided In early October that the three Baltlic States
would remaln beneficlarles of the Programme of technical asslistance
to the USSR until end 1991, with 15 MECU reserved for them.
Latvia, Estonla and Lithuania bhave become beneficlarles of the
PHARE programme from January 1992. PHARE assistance for these
countries amounts to 45 MECU In 1992.

Possibilities of balance of payment assistance will be examined in
connection with international financlal Institutions. The EC |Is
alrsady supporting membership of the three Baltic States In the IMF
and the World Bank In the near future.

)
Food ald to the value of 45 MECU commenced on 4 February 1992 wlth
several deliveries to Estonla.

Irade

Since January 1992, the Baltic repubiics are among the
benafictarles of the Community generalised system of preferences.



In mid-October 1991, six weeks after Independence, Llthuania,
Latvia and Estonla declared thelr Intentlon to create a Baltic
States Common Market at the earlilest opportunity. They have agreed
on the creation of a free trade zons with no customs dutlies, the
eventual obJective being no controls on goods at their frontiers.
The three countries Intend to establish their own currencles and
Estonla expects to do so very shortiy.

The Baltic States, which are seeking a certain divislon of labour
among them, also signed In October a “charter of Development
Strategy”. A more speclfic divislion will be difficult due to the
transition from a centralized economy to a market economy. At
present, the Baltlics export over 60X of thelr net production to the
C.1.S. republics and depend on the former USSR for energy supplles,
raw materials and spare parts.

YUGOSLAVYIA

Agreements - Recognition of independent reoublics

Offliclal EC relations with Yugosliavia began with the signature of a
non-preferential agreement In 1970, followed by an updated
agreement In 1973, later completed by an additional clause covering
progressive cooperation In the deveiopment fleld. Following this
strengthening of tles, a cooperation agreement was concluded In
1980 for an (hdefinite period. This agreement which grants
preferential treatment for trade, (Includes detaliled clauses on
economlic, technlcal, financlal and soclal cooperation. A
Commisslion Delegation was opened In Belgrade at the end of 1980.
The Head of Deleqatlon Is Mr. Janssens.

In view of the present civil war in Yugosliavia the EC Council of
Minlisters decided on November 11, 1991 to suspend and denounce the
application of the agreement with Yugoslavia; assistance under the
PHARE programme has also been blocked. On December 2 the Ministers
agreed that trade preferences equivalent to those In the suspended
agreement, and PHARE assistance, would be made avallable to the 4
Yugoslav repubilcs of Bosnla-Herzegovina, Macedonla, Slovenia and
Croatla.

28
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The Community now applles full economic sanctlons against Serbi:z
and Montenegro In line with the UN Security Councll Resolutlion 757.

Asslstance

EC loan finance has been made avallable under a protocol to the
cooperatlion agreement, and Yugoslavia became eligible for economic
asslistance In autumn 1991, receiving PHARE grants totalllng 35 MECU
that year to support the restructuring of enterprises and the
financlal sector. In 1991 political developments have made It
impossible to continue cooperation under the PHARE programme, no
grants have therefore been made since then. Between September 1991
and June 1992, the EC has granted the republics of former
Yugoslavia (wlth the exception of Serbla and Montenegro) an
emergency ald of .49 MECU, of whlch 29 MECU have already been spent.

Irade

buring the last 5 years, EC-Yugosiavia trade has been expanding
continuously. EC Imports rose from 4.9 blilllon ECU In 1986 to
7.7 bllillon In 1990 (+ 57X), of which manufactured goods
represented 57X, machinery and transportation equipment 21%,
foodstuffs and tobacco 6X. EC exports Increased from 5.8 billion
ECU In 1986 to 8.5 blition in 1990 (+ 45X), of which manufactured
goods represented 39X, machinery and transportation equipment 35X
and chemical products 13X. For the first 9 months of 1991, imports
reached 5.8 blition ECU (+ 1.5X% as compared to the first 9 months
of 1990), and exports amounted to 5.3 billlon ECU (- 12X).

SLOYENIA

Slovenia was recognized on January 15, 1992. Early March 1992 the
Commisslon started talks on an agreement, similar to the
cooperation agreement EC/Yugoslavia of 1981, with a possible clause
to come to an Europe Agreement, as Slovenia asked for. At the end
of May negotlation directives were proposed to the Councii. If the
Commission recelves a mandate negotlations could lead to
Initlalling an agreement before August 92. That agreement could
come into force by 1.1.1993.

CROATIA

Croatla was recognlized as an Independent republic on January 15,
1992. After a meeting between EC President Delors and the Croation
Preslident Tud)man on 6 May 1992 the Commission planned to send an
exploratory mlission to Zagreb, but has postponed It because of the
Croatlan milltary involvement In Bosnia.



BOSNIA- HERZEGOYVYINA

Bosnla-Herzegovina was recognized on 7.4.1992. Prestdent Delors
has written to Bosnlan President lzetbegovic about the Commission’s
wlllingness to strengthen relations, and Invited a government
representative to dlscuss the estabilshment of contractual

relations.

MACEDONTIA

The recognitlion of Macedonla Is stlll under discussion. The EC has
accepted the principle of recognizing the republic, but filrst wants
to solve the denomination problem.

COMMONWEALTH OF INDEPENDENT STATES
y (former USSR)
Agreements
A ten-year trade'and economlc cooperation agreement was signed In

December 1989. Economic cooperation aimed at strengthening and
diversifying economic tles between the two sides and encouragling
economic operators, promoting Investment and encouraging jolnt
ventures, llcensing agreements and other forms of Industrial
cooperation. The areas of economic cooperation Included mining,
agriculture, environmental protection, energy and the service
industries (banking, Insurance, transport, etc.). EURATOM was a
party to this agreement, given the EC‘'s close Interest In matters
relating to nuclear research and safety In the USSR.

At the end of 1990 the EC and the USSR had planned to renegotiate
and broaden the agreement, but these talks could not begln due to
the events In 1991, which resuited In the disintegration of the
USSR as such, " and Its replacement In December 1991 by a
Commonwealth of Independent States (C.l.S), formed by eleven former
Republics of the Unlon, with the exception of Georgia. This wholly
new sltuation has Incited the Conmission to envisage a new type of
agreement, somewhere In between the normal trade and economic
cooperation agreement and the Assoclatlion or Europe agreements
signed with Poland, Hungary and CSFR.

The Commisslon plans to submit to the Council In July directives
with a view to negotliating new agreements with the 12 states. The
Counci! should declde In the autumn so that negotlations can beglin
soon afterwards.

Asgistance

The EC agreed In principle In late 1990 to provide asslistance to
the USSR, although at various stages during 1991 part of this was
blocked as a consequence of political uncertainties there.
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Food ald to a value of 250 MECU was approved In March 1991.
De!lveries began In June and have been largely completed; the food
Is for the most deprlived sectors of the Soviet population, and
Internal distributlion |Is mainly {in hands of non-governmental
organisations. A further 200 MECU of food ald was declided In
December 1991 by the Maastricht European Councli! for urgent
dellvery to Moscow and St. Petersburg. But food ald should not
become a systematic feature of the Community‘'s support for the
independent states. It should be reptaced, to the greatest extent
possible, by commerclal operations to resstablish trade flows and
to strengthen the market mechanism. In addition the EC has provided
a guarantee of a loan of 500 MECU taken by a Soviet bank from a
consortlium of EC banks, and approved an EC loan of 1,250 MECU. The
money made avallable willl be used to buy food supplles and medical
products from the Community and the countries of Central and
Eastern Europe, -including the Baltics. The tota! amounts thus to
2,000 MECU, as the EC contributlion to a total food and medical ald
package of around 6,000 MECU from the G-7 group of Industriallsed

countries.

The Communlty also provided 400 MECU for technical assistance under
the 1991 EC Technical Asslistance Programme, mainly in the flelds of
tralning, transport, food distribution, energy and flnancial
services. A technlcal assistance budget of 450 MECU Is provided
for 1992. Bullding on the flive prlority areas identlfled under the
1991 programme, the Commission alms to provide assistance under the
1992 programme In several additional flelds, namely food
production, telecommunicatlions and the conversion of defence-
refated Industries.

During 1991, the USSR beneflted from EBRD interventions for a total
amount of 20,7 MECU, of which 14 MECU In loans and 6,7 MECU In the
framework of tecpnlcal asslstgnce. The EBRD approved on 27 May 1992
a strategy for :the Bank’'s operations In the Russian Federation.
The strategy places priority In the areas of privatization and
enterprise promotion, milltary conversion, financlal sector
development, energy, nuclear safety, agriculture and agro-business.
The total commitment of the Bank In the framework of technical
assistance was 17 MECU by the end of March 1992. On 29 May 1992 the
Board of Directors has recommended to the Bank‘'s Governors that
they approve Georgla‘’s participation In the Bank. All other
countries previously forming the USSR were accepted In early 1992.

Coordination of ald for the pewly Independent states: the
Portuguese Presldency hosted the Lisbon conference In May 1992,
follow-up of the January Washington conference, where the
Community, as by far the largest donor, played an Important part.
The Commisslion coordinated the preparatory work in the flive
substantive areas: food, shelter, mediclnes, energy and technical
assistance.



In Its concluslions, the Presldency gave the guide!ines for aid In
the future, underscorling following aspects: the need for the new
States to develop their capacity to meet thelir food requlirements
(while recognising that humanltarian aid Is stlll needed); the key
role of technlicatl asslistance; the usefulness of trlangular
operations (notably with Central and Eastern European countriles);
the priority nature of nuclear safety; and speclflic cooperation

with the EC.

It should be recalled that on 2 March the EC Councl! of Minlisters
confirmed Its will to contribute to the polltical, economlic and
soclal stabllity of the republlics, and Its support for prompt
membership of the republics which have applled to the Bretton Woods
monetary Instlitutions. It requested the Ecofin Councll to examine
the possibilities of a more flexlble application of the condltions
of the mid-term loan of 1,250 MECU to the republics, confirmed the
Community’s participation In the International Centre for Sclence
and Technology, almed at slowing the nuclear “brain draln*, on the
basls of an appropriate financla! contribution, to be proposed soon
by the Commisslion.

Irade

In 1991, EC Imports from the Soviet Union reached 18.5 billion ECU.
The main ltems were: energy products (8.7 billion), manufactured
goods (2.4 blltlion), mineral products (1.27 billlon), and chemlical
products (0.75 blition); EC exports to the Soviet Union reached
14.4 billlon ECU, resulting In a deflcit of 4 billlion ECU for the
Community. The main Items were machinery and transportation
equipment (7 blllion), manufactured goods (2.7 bililon), foodstuffs
(1.9 bitllon), aqd chemlical products (1.4 billion).

USSR exports to EC Increased by 14.3% In 1991, because of Germany'’s
reunification. Excluding the corresponding flow to East-Germany,
USSR exports decreased by 7X. The main industrial products
Imported In EC from former USSR are petroleum, gaz, wood, gold,
dlamonds, aluminium, nickel, cars, cotton, copper, etc.

The Community opened a Delegation In Moscow in 1991; the Head of
Delegation Is Mr. Emerson. The possibliity of establishing a
Delegation In the capltals of certaln other states Is being
actively examined.

0%
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Annox 1

IBADE AND COOPERATION AGREEMENTS

The acceptance Iin 1986 by the USSR and the Central and East European
countries that they all could deal bllaterally with the EC opened the
way for the Community to negotiate general agreements with theso
countrles. Before then, only sectoral trade arrangements existed with
some of them. An exception was Romanla, which concluded a trade
agreement with the EEC In 1980. Mutual recognition between the European
Community and the Councll for Mutual Economic Assistance - CMEA
(COMECON) was formalised In June 1988 with the signing of the EC-CMEA
Joint Declaratlion.

Within the two years following this Jolnt Declaration, the EC concluded
bilateral agreements for trade, commercial and economic cooperation
with Hungary, Poland, the Czech and Siovak Republic, the USSR, Bulgaria
and Romania.

Trade and commercial and economic cooperation agreements ailm at a
substantial and harmonlous develiopment and diversiflcation of trade and
at the promotion of commerclal and economic cooperation in areas of
mutual! Interest. They are based on principles of equality, non-
discrimination and reciproclty. They are speclific for each country and
include: ) :

- irade provislions aiming at promoting mutual trade, Including most-
favoured natlion treatment, mutual trade concessions, the lifting of
the Community’s specific quantitative restrictions on imports from
the partner countrlies and provislons for possible further trade
IIberalisation;

- commercial _cooperation provisions concerning exchanges of

commercial and economic Information, contacts between business and
professional assoclatlions, cooperation between customs departments
and the promotion of Investment;

- economic cooperation In areas of Industry, mining, agriculture,

energy, research, environment, financlal services, training,
standards, statistics, and other matters of common Interest;

- the establishment of a loint committee as a forum for reguiar
consultation. ’

These agreements thus allow for normal development of the commerclal
and economic relations between the European Community and the Central
and Eastern European -countrles.

Negotlations for simitar agreements with Albania and with the three
Baltlc countrlies are .to begin shortly.



Annex 2

EUROPEAN AGREEMENTS WITH CZECHOSIOVAKIA. HUNGARY and POLAND(1)

These are jolint agreements which have an Indeflnite perlod of validity
and cover Community and national spheres of competence. For the flrst
time, In addition to the aspects concerning commercial and economic
cooperation, the polttical dlalogue dimension and a cuttural
cooperation componsnt are taken Into account. The agreements also
provide for the setting-up, at a later stage, of a free trada area,
They are geared to the possiblilty of these three countrles’ future
membership of the Community. In the preamble to the agreements, the
partles recognize that the ultimate objective of the assoclated
countries Is to become members of the Communlity, and assoclation should
help them attain this objectlive.

The agreements have an ldentlical structure for all three countries and
the maln aspects are listed below.

Political dialogue. It Introduces and Institutionallzes regular

meetings at the highest political level on all toplcs of common
Interest and Is aimed at achleving convergence In the partles’
positlions on forelgn policy matters.

General principles. The transitional perlod Is ten years broken down
Into two stages of flve years each. The breakdown iInto two stages does

not apply, however,: to the trade component of the agreement (free
movement of goods)} Reference Is also made to the process of
establishing a market economy In the assoclated countries.

ELQQ;mﬁxgmgnl_QL_ggﬁga. The agreements are preferential and almed at

establishing free trade arrangements between the Community and
Czechoslovakla, Hungary and Poland. The concessions granted for
liberatizing trade Iin Industrial product are reciprocal but welghted In
favour of the three countries, which generally have a longer period
than the Community for Ilberalizing thelr markets.

Certain gensitive products form the subject of speclal protocols, In

particular textlles and ECSC products. Textile products will be
Iiberalized by the Community In accordance with a speclal timetable
which Is nevertheless In 1lne with this general dismantling of

Industrial tariffs. Simllarly, reclprocal concesslons are made for
processed agricultural products, agriculture and fisherles. The rules
on origin and customs cooperation are also dealt with In separate
protocole. There are speclal safeguard clauses for the three countries
(balance of payments and infant Industrles).

Movement of workers. establishment and services. With regard to

workers, the Agreements are almed primarily at Improving the situation
of workers legally establlished in the Community. With regard to the
right of establishment, the agreements provide for full application of
national treatment for the establishment and operations of all firms
and all professions throughout the Community and Czechosliovakla,

(1) Similar agreements are currently being negotiated with Bulgaria and
Romania.
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Hungary and Poland. National treatment will be granted by the Communlty
as soon as the agreements enter Into force and there wlll be
translitional perlods for the appllcation of this principle by the three
countles. Natlonal treatment will also apply fully to public
procurement.
pPayments and capltal, competition, approximation of leglslation.

Freedom of flnancial transfers arising from commerclal transactions,
the provision of services, Investment operations, repatrlation of
capital Invested and the gains from this capital, and also from the
movement of persons, is guaranteed.

Rules on competition based on the Community’'s rules are to be applled.

The three assoclated countries will endeavour to adapt their
leglslation to Community leglisliation.

n Is one of the prerequisites
for the successful economlic integration of the assoclated countrles
into the Community.

Economlc cooperation covers all the sectors In which the Communlity and

the assoclated countries have a mutual Iinterest (industriatl
cooperation, investment promotion and protection, standards, scilentiflic
and technologlical cooperation, training and education, cooperation on
soclal affairs, regional development, small and medium-sized
enterprlises, statistical cooperation, money launder Ing, drugs,
environment, transport, telecommunications, etc.). One of the
objectives of econodic cooperation Is to enable the three assoclated
countries to meet the chalienge of restructuring their economles and
mak Iing them competlt[ve by the end of the transitional period.

Promotion of cultural cooperation.

Elnancial cooperation. The associated countries will be able to recelve
grants (under PHARE untll the end of 1992, and under PHARE or a new

multiannual framework after that) and 1loans from the European
Investment Bank. In certaln clrcumstances, the Community may be able to
examine the possibility of granting macroeconomic financial assistance.

The flnal provisions provide for an assoclation councli, which will
meet at ministerial level at least once a year. It will ensure that the
agreement Is lmpleménted and may in certaln spheres take decislons
binding the partles. An assoclation parlliamentary committee, which has
an advisory role, has also been set up.

Before they can be cpnciuded, the European agreements wlill have to be
ratified by the parllaments of the three assocliated countries and of
the Member States and obtain the assent of the European Partiament iIn
accordance wlith Article 238 of the EEC Treaty. Interim aqreements
relating only to those parts of the agreements which come solely under
the Communlity’s powers and require a shorter procedure, have come Into
effect on 1 March 1992.
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PREAMBLE

The initial decisions on the nature of European Community assistance to
East and Central Europe, starting with Poland and Hungary, took shape
during Autumn 1989 following the summit of G 7 industrialised countries
in Paris in July 1989. 1In addition to assuming responsibility for
coordinating aid from the group of 24 bilateral donors, the Commission
also made plans for a programme of Community assistance to support the
grocess of economic and political reform in Poland and Hungary. These
included action to increase access to Western markete (notably through
the cooperation agreements), to improve food security particularly
through food aid, and to support investment in economic infrastructure
notably through loan instruments such as the ECSC facility and the EIB.
A central aspect of what has become known as the PHARE programme
(Poland and Hungary Action for Restructuring the Economy) has of course
been E.C. grant aid in the form of financial and technical assistance,
based on Council Regulation 3906/89 of 18.12.89, later amended by
Regulation 2698/90 of 17.9.90.

The present report has been drawn up in accordance with Article 10 of
Regulation 3906/89 and reports on measures covered by that Regulation.

The first section of this report sets out the legal, financial and
policy context within which the first set of EC aid measures were to be
devsloped. The second section describes the process of decision making
and implementation of aid measures. A third section explains how these
were coordinated with the action of certain other donors. The fourth
section concerns humanitarian aid, a legal basis for which was created
by the amending Regulation 2698/90 in September 1990. There follows a
section on Commission organisation in respect of PHARE aid.



I — GENERAL CONTEXT FOR EC AID IN 1990

1.1

LEGAL BASIS

Council Regulation 3906/89 concerning economic aid to Poland and
Hungary(l) was negotiated at great speed and adopted on December
18th, 1989. It constitutes the legal basis for decision making
procedures, providing for a management committee mechanism and
tendering provisions which are broadly similar to other forms of
EC external aid. Its policy focus is in contrast specific,
asgistance for economic restructuring being the general aim, and
promotion of the private sector being an issue for particular
attention. Within that framework, measures are suggested in a
range of sectors in particular in agriculture, industry,
investment, energy, training, environment protection, trade and
services.

The Regulation was also highly specific in its financial
coverage, referring exclusively to the 1990 budget of 300 million
ECU for Poland and Hungary which had just been agreed by the
Budgetary Authority. These specific references were later
modified by the amending Regulation 2698/90 of September 17th,
1990(1) which omitted specific reference to a budget or time
scale and placed in an annex the 1list of recipient countries,
extended to include Bulgaria, Czechoslovakia, the GDR, Romania
and Yugoslavia. The Regulation thus became a general legal
framework with unlimited duration. By including the possibility
of financing humanitarian aid in the amended article 3 (1) the
Regulation also broadened the focus of Community aid, introducing
a form of aid which would not be subject to a management
committee opinion though it would not exceed 5% of the total
budget as was stipulated at the time by the Council and the
Commission.

FINANCIAL FRAMEWORK

The Commission’s initial budget proposal of 200 MECU for economic
aid to Poland and Hungary put forward in a letter of amendment to
the preliminary draft budget for the 1990 financial year was
raised definitively by the Budget Authority to 300 MECU. The
fact that the budget was provided in the form of non-dissociated
appropriations, requiring full commitment by the end of 1990 and
full disbursement by the end of 1991, proved to be a very
particular constraint, imposing a very short lead-in time before
decisions and commitment and making multi-annual development
programmes impossible. This inevitably had a profound impact on
the process of aid programming and project identification at
least during the first half of 1990.

(1)

Attached in Annex I

0
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When the initial budget of 300 MECU was raised in July 1990 to
S00 MECU to provide for the extension of assistance to other
countries of East and Central Europe, the Budget Authority
modified the status of the budget and register it in the form of
dissociated appropriations with $S00 MECU for commitment (and 35S0
MECU for payment) in 1990. This served to remove the obstacle to
multi-annual programming though it maintained the end-of-year
deadline for commitments. This constraint continues to mark out
the PHARE aid operation from other Community external aid
instruments which are based on contractual obligations and thus
obligatory expenditure.

POLICY ORIENTATIONS

Discussions in a G24 framework during autumn 1989 had already
pointed the way for the policy focus for economic aid specified
in Regulation 3906/89 (see above). The general guidelines for
aid drawn up in accordance with Article 8 of the Regulation,
which built further on this policy focus, were submitted to the
management committee for opinion in February and later finalised
by the Commission in May (Annex 2). The general guidelines
served to give further elaboration to sectoral policy priorities
in anticipation of the programming dialogue with the national
authorities of the recipient countries. They served also to give
an indicative breakdown of aid between sectors and countries
confirming an allocation of funds on the basis of a 2:1 ratio
between Poland and Hungary. The guidelines were complemented
later in autumn 1990 with 4indications concerning the newly
eligible countries.

AID PROGRAMMING

The programming discussions with the Polish and Hungarian
authorities were designed to take further the debate relating it
to national priorities and to identify a number of feasible
gectoral programmes, taking account of the current state of play
as regards the reform and adjustment measures to establish a
market economy.

The aim was to establish an agreed framework programme with the
national authorities in each country in order to structure
project identification and appraisal work thereafter. The
programmes were, by definition, indicative in character.
Flexible programming was necessary since neither Poland nor
Hungary had had any experience as an aid recipient. They had, for
i~nstance, difficulties in distinguishing between tied and untied
aid, between tho programme and project approach, between loan and
grant finance. The national authorities did not have much time
to work out their own medium term objectives and sectoral

adjustment policies 1let alone the appropriate institutional
structures.



In accordance with its general aproach to external aid and in
accordance with the wishes of the recipient countries, the
Commission sought to develop the prerogatives of the national
authorities in setting policy and aid priorities. Working
neverthless under exceptional budget constraints (referred to in
1.2 above) it was obliged to limit the programming dialogue and
fix on a limited number of sectoral programmes that could be
mounted relatively quickly and achieve total disbursement within
18 months.

The indicative programme for Poland agreed on 15.2.90 with
Professor Trzeciakowski, the Minister responsible for aid
coordination, can be summarised as follows:

MECU

a) Agriculture 100
of which - supply of crop protection products 50

- supply of animal feed components 20

- sectoral credit and support scheme 30

b) Environment 22
¢) Industrial Restructuring 47
of which - foreign trade infrastructure 10

- privatisation agency 9

- rural telecommunications 5

- sectoral import/SME scheme 23

d) Human Resources is
of which - TEMPUS 13

- European Training Foundation 4

- ACE 1

e) Other technical assistance 12

The indicative programme for Hungary, agreed on 7.3.90 with Vice
Minister Fazakas and the Interministerial Committee for external
aid, can be summarised as follows:

a) Economic Restructuring KE]
of which - foreign trade infrastructure (customs) 8

- privatisation 4

- SME sector support 21

b) Environment 21
of which - national sector programme 25

- regional centre 2

c) Human Resources 9
of which - TEMPUS 7

- European Training Foundation 2

d) Agriculture (sector support scheme) 20

e) Other technical assistance (including ACE) 1

[

9
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1.4.3 Apart from the strong emphasis on agriculture supply programmes

in Poland there were many similarities between the two indicative
programmes. As regards privatisation for instance, both
countries were in the process of setting up the legislative and
institutional framework for the privatisation of state enterprise
and both required substantial support in the form of technical
assistance. Environment occupied a strong place in Dboth
programmes, not least because identification and appraisal
missions had been organised early on at the beginning of 1990
through the G24 network setting the basis for sectoral programmes
with rapid disbursement potential. As regards human resources,
the emphasis was on its TEMPUS scheme and the European Training
Foundation in accordance with the Commission's proposals which
were at the time being discussed in Parliament and Council.

1.4.4 Subsequent adjustments and reallocations were decided by the

national authorities in the 1light of changing needs and
priorities. In Hungary for instance, after the change of
government in Summer 1990, two new programmes concerning social
welfare and the reform of higher education were foreseen in place
of a foreign trade (customs computerisation) project which was
behind schedule. 1In July when it became clear that the setting
up of the European Training Foundation would be delayed, the
budget earmarked was reallocated for investment in core training
projects at national 1level. Complementary economic reform
measures -~ enterprise restructuring in Poland and financial
gector reform in Hungary - were introduced during the course of
the year and financed through the reserve.

1.4.5 Programming in respect of Eulgaria, Czechoslovakia, the GDR and

Yugoslavia(l) was a very different matter given the even more
extreme time pressures. Though there was a clear prospect since
summer 1990 of extending aid to the other countries of East and
Central Europe, the budget was only confirmed end July and the
legal basis on 24 September, a mere week, as it transpired,
before the disappearance of the GDR. In Czechoslovakia and
Bulgaria, there were newly constituted governments which had many
pressing matters to deal with in addition to external aid.

A highly pragmatic course of action was taken by the Commission
which, in rapid dialogue with the national aid coordinating
authorities, agreed to eimplify the allocation of 1990 aid with a
focus where possible on a single sector programme that could be
prepared within a limited number of weaks.

1)

Economic Aid to Romania was not made effective in 1990. Romania
did however receive PHARE humanitarian aid. See section IV.

(3}



For 'Bulgaria, the emphasis was on a private agriculture
development programme (16 MECU) and a couple of urgent projects
regarding environmental monitoring equipment (3.5 MECU) and
medical (pre natal) equipment (5.0 MECU). For Czechoslovakia, 30
MECU was allocated to environment and 4 MECU for an initial
participation in the TEMPUS scheme. The GDR placed emphasis on
environment (20 MECU) though 14 MECU was also reserved for intra-
German regional measures in liaison with the ERDF INTEREG
programme, as well as 1 MECU for TEMPUS. The whole of
Yugoslavia's 35 MECU allocation was channelled into technical
assistance for a major financial sector restructuring programme
in liaison with the World Bank.

II - MANAGEMENT OF 1990 MEASURES

PREPARATION AND DECISION-MAKING

The first PHARE aid measure was the Polish crop protection
chemicals supply scheme which was decided on in record time on
February 21, 1990. Thereafter a steady stream of measures were
submitted to the management committee for opinion and to the
Commission for financing decision and commitment. 1In all,
financing proposals for a total of 34 programmes for 1990 aid
were produced (see table 1 for the breakdown by sector).
Management Committee meetings held at closer and closer intervals
as the year proceeded, took place on February 25, April 30, June
27, July 25, September 26 especlally for GDR measures, October 3,
November 21 and December 19. The Committee delivered a
favourable opinion on all the 1990 proposals.

Most of the measures concern national sectoral development
programmes with a strong element of technical assistance and
training. Some, particularly the Polish crop protection and
animal feed programmes are essentially supply operations,
although also containing a technical assistance component.
Others, especially in environment, provide for a broad range of
specific separate projects to be undertaken by means of a global
financing facility. The two exchange and cooperation schemes
TEMPUS and ACE were the only programmes of a multinational
character.

In addition to the sectoral programmes, a commitment of 10 MECU
for "multidisciplinary technical assistance” was agreed in two
successive tranches. This is an enabling device consistent with
general management practice in external aid, giving a global
authorisation to finance, within given parameters, small scale
operations, such as feasibility studies, technical assistance,
and micro projects without requiring a specific Committee opinion
and Commission decision on each operation. Apart from
preparatory work, for instance on the Polish rural
telecommunications programme, the multidisciplinary facility was
used to finance feasibility studies on infrastructure questions
(transport, nuclear energy, sewage treatment) and small
operations such as health management projects in Poland and
Hungary, a local government development project in Poland and a
Polish language training (G24) project.

7
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TABLE 1

BREAKDOWN BY SECTOR OF MAJOR 1990 PROGRAMMES
DECIDED BY THE COMMISSION

SECTOR/PROGRAMME COUNTRY AMOUNT COMMITTEE
(MIO) OPINION
ECONOMIC RESTRUCTURING
Privatisation Agency P 9.0 May
Financial Sector H 5.0 May
Privatisation Agency H 5.0 June
SME Credit/Support P 21.0 June
SME Sector Support H 25.0 July
Regional Economic Structures D 14.0 September
Statistics P 1.5 October
Financial Sector Y 35.0 November
Industrial Restructuring P 4.0 November
Equity Investment P 2.0 November
Foreign Trade ) 4 8.5 November
Foreign Trade H 1.3 December
TOTAL 131.3
AGRICULTURE/RURAL DEVELOPMENT
Crop Protection P 50.0 February
Animal Feed P 20.0 May
Credit/Equipment P 30.0 June
Private Sector H 20.0 June
Private Sector B 16.0 October
Rural Telecommunications P 6.0 December
TOTAL 142.0
ENVIRONMENT
Multi Sector P 22.0 May
Multi Sector H 25.0 May
Regional Center H 2.0 May
Multi Sector D 20.0 September
Multi Sector Ccs 30.0 November
Monitoring Equipment B 3.5 December
TOTAL 102.5
HUM™ N RESOURCES (non-—cpecific)
ACE P+H 1.5 February
Tempus P+H 20.0 May/June
Research Infrastructure H 3.0 July
Tempus D 1.0 September
Tempus cs 4.0 October
Higher Education H 3.0 November
Hcalth Care B 5.0 November
Vocational Training H 1.5 December
Vocational Training P 2.8 December
Social Welfare H 3.0 December
TOTAL 44.8
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At its December meeting the Committee also gave its opinion on
three measures for which financing from the 1991 budget was
foreseen early in 1991. These concerned the renewal of the
technical assistance component of the TEMPUS scheme, the renewal
of the multidisciplinary technical assistance facility and a new
joint venture support scheme. Details of these measures will be
included in the annual report for 1991.

IMPLEMENTATION

Before embarking on the implementation of any measure, a
framework agreement between the Commission and the respective
government had to be drawn up and signed by both parties in order
to establish the general roles governing Community aid
(procurement, taxes, payment procedures, audit, etc.) and to
clarify the respective rules of the Commission and the two
partners. The framework ‘agreements are all more or less
identical. They were negotiated and agreed with each aid
coordination Minister usually shortly before the first decisions
on individual aid measures were made. Poland was the exception
where the plant protection import scheme, needing to be
implemented very rapidly, was the subject of an ad hoc agreement
incorporating all relevant passages from the framework agreement.

Following each financing decision on a national aid measure by
the Commission, an individual financing memorandum, setting out
the details of the actions to be implemented, was drawn up and
co-signed by the Commission and the representative of the
jimplementing authority, normally the Minister with responsibility
for the sector in question.

Most of the 1990 sectoral programmes have similar characteristics
as regards implementation, providing for decentralised management
of financial resources under the responsibility of the
implementing authority. This entails use of 'an advance payment
system' and ex post control procedures on a more extensive scale
than is current in other areas of E.C. external aid. This
approach, which seimplifies the administration of aid is
particularly justified in the case of Central and East European
countries, given their level of technical competence and the need
to enhance the management capacities of the implementing
agencies.

In practice, the system of decentralised management requires that
before a first advance payment can be made the implementing
authority must proceed with the designation of a management team
or programme implementation unit (PIU), the opening of an ecu
account and the establishment of a work programme with detailed
disbursement estimates.

Y
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2.2.4 The decentralised system, which has distinct benefits in the

longer term, necessarily requires some monthe lead-in time before
the programmes in gquestion become fully operational. The first
programmes applying this system - particularly in the environment
and SME sectors - served as a learning experience for all
concerned not least the national aid coordinating authorities.
Certain problems have s8till not been overcome, such as the
authorisation for line Ministries in Poland to open and manage
ecu accounts. In Czechoslovakia and Bulgaria, the absence of a
Commission delegation to advise the PIU and endorse contractual
procedures is an added disadvantage which will only be overcome
during 1991.

TENDERS AND CONTRACTS

Tendering and contract procedures are simjilar to those used in
other fields of Community external aid with participation open to
all legal persons in the twelve Member States and in the 8ix
beneficiary countries. Major supply contracts are systematically
the subject of open tenders published in the Official Journal.
The opening and evaluation of bids and the contracting is the
responsibility of the implementing authority under Commission
supervision and using technical assistance as appropriate. 1In
view of the quite specific nature of the products requested and
the urgent need to assure commencement of supply before spring, a
restricted tendering procedure was exceptionnaly used in the case
of the Polish crop protection chemical supplies programme.
Other tenders published in 1990 included first items of equipment
for the Hungarian environment and research infrastructure
programmes, hospital equipment for Bulgaria, animal feeds for
Poland, agricultural supplies for Bulgaria, and environmental
monitoring equipment for Hungary, Bulgaria and Poland.

Technical assistance was recruited according to the established
procedures of restricted consultation (short lists) drawing on
diverse sources including the existing Commission data base of
consultancy firms and using where appropriate the technical
services of the Commission for advice on specific expertise (e.g.
environment). In certain cases of expertise on economic reform
issues, for example as regards privatisation or customs
devalopment, the Commission {nvited submissions under two
separate 'prequalification' procedures published in the Official
Journal in September and December 1990 respectively in order to
establish a "pool" of experienced consultants. Short term
expertise was usually recruited through the framework contracte
#'ready established for external aid to the ALA and non-aseociate
countries.
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2.3.3 An appropriate breakdown of 1990 commitments would show that

technical assistance and training (including TEMPUS and ACE)
forms about 25% of the total. Supplies, including equipment and
materials as well as the agricultural imports, will total about
40%. Finance for credit lines and other financial instruments
will represent about 18%. Miscellaneous expenditure notably
contingency provisions in sectoral programmes totals about 7%.
The overall total is made up by the 51 MECU (10%) reimbursement
to FEOGA (see below 2.4).

PAYMENTS

As explained above, an accelerated rate of disbursement was an
extremely important consideration in the daesign of aid measures
during the early part of 1990. This was less vital as it became
clear by the Summer 1990 that the appropriations for aid under
Regulation 3906/89 would be dissociated, and as more emphasis
could therefore be placed on the setting up of qualified
management units in the recipient countries, and on focussing on
medium term objectives.

The overall payments situation end 1990, summarised in table 2,
shows major differences in disbursement rates not merely
according to the date of decision but also according to the
nature of the programme in question: supplies operations and
schemes based on one-year grants (such as TEMPUS) have a high
rate of disbursement, contrasting with the complex sector
programmes using advance payments systems where, at best, a first
tranche payment to the ecu account of the implementing authority
has been carried out. The lead-in time necessary to arrive at
the stage of the first tranche payments of this sort is such that
the disbursement rate is low or zero in the case of programmes
which were decided in the second half of the year.

A somewhat exceptional payment was made in the form of a transfer
to the FEOGA account to regularise payment for food aid to Poland
and Romania decided independently of the PHARE operation in late
1989. This payment gives rise to a rate of disbursement of 34%
for the whole programe.

MONITORING AND EVALUATION

For each of the main sector programmes, provision is made for a 6
monthly audit of expenditure by independent experts. Framework
contracts were established after open tender with two auditing
firms, the services of which will in fact firut ha required anly
during the first half of 1991. Complementary procedures for
monitoring progress in programme implementation were also set up.

o lf
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TABLE 2

PAYMENTS SITUATION END DECEMBER 1990
(Presentation according to date of Commission decision)

COUNTRY SECTOR DATE TOTAL MECU L 3
PROGRAMME DECISION COMMITMENT PAYMENT PAYMENT
P Crop Protection+* 21.02. 50.0 48.0 96
P Environment 16.05. 22.0 12.3 56
P Privatisation 16.05. 9.0 3.9 43
H Environment 16.0S. 25.0 10.2 41
« H Environment Centre* 16.05. 2.0 1.0 s0
H Financial Sector 16.05. 5.0 - -
P Animal Feed* 16.0S. 20.0 3.0 15
P+H ACE* 16.05. 1.5 - --
H Privatisation 04.07. s.0 2.7 S
P SME Credit/Support 04.07. 21.0 - -
P Agric. Cred/Equip 04.07. 30.0 - -
H Agric. Ssector 04.07. 20.0 - -
P+H TEMPUS* 04.07. 20.0 19.2 96
H SME Sector 02.08. 25.0 8.3 40
H Research Infrastr. 02.08. 3.0 1.2 40
D Regional Struct. 26.09. 14.0 0.4 2
D Environment 26.09. 20.0 - -
D TEMPUS* 26.09. 1.0 0.9 93
(o1 TEMPUS* o 10.10. 4.0 3.7 93
p Statistics* 10.10. 1.5 -- ¢ -
B Agric. Sector 10.10. 16.0 -- -
Y Financial Sector 28.11. 35.0 - -
P Industrial Restruc. 28.11. 4.0 - -
P Equity Investment+ 28.11. 2.0 - -
P Foreign Trade 28.11. 8.5 - -
cs Environment 28.11. 30.0 - i
H Higher Education 28.11. 3.0 -—- -
B Health Care* 28.11. 5.0 - -
H Foreign Trade 19.12. 1.2 - -
P Rural Telecom 19.12. 6.0 - -
B Environment Monit.* 19.12. 3.5 - -
H Vocational Training 19.12. 1.5 - --
P Vocational Training 19.12. 2.8 - -
H Social Welfare 19.12. 3.0 - -
all other (small projects,
FEOGA, minibudget etc.) 64.0 47.2 65
R Humanitarian Aid 15.5 9.1 59
TOTALS 500.0 171.1 34.2
:::B:=8==E":8=====t3==ﬂ8-’=8===========‘===8=-==========z=8=8=============

* Supply operations, grant schemes and other projects not using a decen-
tralised management approach (advance payment system with PIU).
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COUNTERPART FUNDS

The commodities made available in the framework of the two supply
programmes in the agricultural sector (plant protection chemicals
and animal feed) were sold on the market to farmers and generated
zloty-funds. These so called "counterpart funds" were collected
by the implementing agents of the programmes FDPA and ROLPASZTO
respectively and transferred to a new organisation called
"Cooperation Fund®", set up under the responsibility of the
Minister in <charge of Aid Coordination. A Memorandum of
Understanding, concluded between the Commission and the competent
Minister, stipulated procedures for decision making and
management of the Counterpart Funds. It is agreed that the funds
will be used to reinforce the implementation of reform policies
initiated by the Government, promote aid coordination and be
integrated to the maximum extent possible with PHARE financed
programmes or projects co-financed with other donors.

AID COORDINATION

Aid coordination - in the sense of achleving a complementary
granting of aid within a coherent policy framework with common
objectives - has been a major preoccupation for the Commission
since the beginning of the PHARE operation. Though this annual
report is not designed to document the way the Commission carried
out its broader coordinating role with the G24, it is
nevertheless appropriate to indicate briefly some specific
operational examples and techniquees of aid coordination and co-
financing involving aid measures under Regulation 3906/89.

The large scale of the EC aid budget and its focus on economic
restructuring gave the Commission particular responsibility from
the outset to liaise closely with those other major donors also
deeply involved in structural adjustment measures. With the
assistance in particular of the I.M.F. and the World Bank, the
Polish and Hungarian governments had already begun working out
reform strategies both at macro economic level and for certain
sectors. This provided a basic framework for specific programmes
of technical assistance to be developed whether by the Commission
or other donors. Where such reform strategies did not yet exist,
the Commission has been able to play an active role - in
conjunction with other donors - in assisting the national
authorities to develop appropriate sectoral policies.

EC co-financing of preparatory work prior to the launching of
sactoral programmes has taken various forms - the 4 MECU
programme on industrial restructuring for Poland for example is
part of a joint effort with the World Bank, also involving UK and
Japanese funds, to finance the evaluation of Polish State
enterprises to prepare for restructuring. On a smaller scale
(under the multidisciplinary facility), there was co-financing
with the World Bank of a series of preparatory studies in the
transport sector for Hungary; the groundwork for the development
of an agricultural sector strategy for Poland was financed on a
similar basis. The 2 MECU ‘'equity investment' measure for
Poland, in contrast, was a specific partnership with the EIB,
using EC grant aid to finance technical assistance to prepare for
EIB industrial investment programmes.

50
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Joint appraisal missions, another way of promoting aid
coordination, were carried out in certain cases where interested
donors could be brought together rapidly as in the case of the
G24 environment sector missions to Poland and Hungary organised
early in 1990 by the G24 environment working group. Cooperation
at appraisal stage however has not until now been followed up
with G24 co-financing of the environment programmes. More
positive results are expected from the multidonor appraisal
mission to Poland to prepare for the pilot language teaching
project launched at the end of 1990 (under the multidisciplinary
facility).

EC co-financing of sectoral programmes (with the World Bank),
where much of the groundwork and technical analysis had already
been done, was a particularly appropriate option for the
Commission precisely because of the tremendous time pressures
under which the Commission was working in order to commit all
appropriations before the end of 1990. In the financial sector,
the S MECU programme of technical assistance and training for
Hungary and the much larger 35 MECU programme for Yugoslavia are
examples of this approach where EC grant aid combines with useful
effect with World Bank loan finance. The 3 MECU programme (to
support higher education reform in Hungary) is an example of co-
financing where EC aid is used to finance initial activity and
core infrastructure before large scale World Bank loan finance
comes on stream. The 5 MECU input to the Polish privatisation
agency involved the IFC (International Finance Corporation) which
gave technical endorsement to the project as well as cofinaning
(from inter alia US-AID and the United Kingdom. Similarly in
Hungary assistance to the State Property Agency 4involves the
Commission, Canada, USAID and the United Kingdom.

Where major cofinancing was not an immediate option, EC aid,
measures were very frequently used to set up sizeable management
and financing mechanisms at national level designed to become a
point of reference for G24 bilateral aid. This has been the case
for the three ‘multi-sector’' environment programmes in Poland,
Hungary, and Czechoslovakia where the management unite for the EC
financing facility have become a focal point within the
Environment Ministries for aid <coordination and policy
development. For small and meduim-sized enterprise development
as well, both the Polieh and the Hungarian programmes provide the
nucleus for managing bilateral aid inputs including offers of
amall scale tachnical assistance and training.

Othar aid coordination initiatives include the first phase of the
local government development programme in Poland (financed under
the multidisciplinary facility), which gives the International
Union of Local Authorities an explicit mandate to assist in
planning a medium term programme with coordinated G24 inputs.

- Tha TEMPUS scheme; over and above {itsa own grant aid, is also

dosigned to promote G24 coordination in the area of higher
education rooperation. The vocational training programmes in
Poland and Hungary are also both designed to strengthen the aid
coordination capacity of the national authorities.
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The regional environment centre in Budapest is perhaps the only
example of an existing mechanism which has already managed to
attract financial support from several donors including the EC (2
MECU in 1990) which is represented on the board of the centre.
An EC programme of assistance for joint financing of this sort is
rare because of the tied nature of most bilateral aid and the
reticence of most donors (with the exception of the EC) to place
funds directly at the disposal of the national authorities.

About 15% of 1990 aid was used in an explicit co-financing
operation whereas another 40-50% may prove to be an effective
magnet attracting co-financing by bilateral donors after initial
decision making on EC aid. (ARs was the case at the end of 1990
when a small amount of Austrian co-financing was drawn into the 3
MECU Hungarian social welfare project). The annual report cannot
make a final analysis of the aid coordination implications of
1990 aid measures since there have been some positive (and
unexpected) developments since the end of the year - for instance
the interest expressed by EFTA to co-finance through CEN any EC
technical assistance measures on standards and quality control
such as those already agreed with Poland and Hungary in the
context of their ‘foreign trade' programmes. The trend towards
planned convergent use of aid is bound to accelerate, moreover,
as the aid coordination authorities within the recipient
countries become more familiar with the practices and preferences
of the donor community and more equiped to present national
policy priorities with a clear definition of needs for external
assistance.

IV — HUMANITARIAN AID

As 1990 progressed it became increasingly clear that in at least
two of the beneficiary countries (Bulgaria and Romania) a
combination of economic and climatic factors would bring about
the need for measures to bring immediate relief from distress
among the population or to avert future distress. Thus in
September 1990 when the Council amended Regulation 3906/89 so as
to extend the PHARE assistance to Bulgaria, Czechoslovakia, the
GDR, Romania and Yugoslavia, provision was made to allow
financing of humanitarian aid (a limit of 5% of the 1990 budget
was set for this kind of aid). It was also agreed at that time
by the Council and the Commission that humanitarian assiastance in
the form of food aid, which had earller been provided Lo Poland
and Romania, could be financed. Thus a sum of 50 MECU was used
to meet the cost of food aid provided to Poland and Romania in
1990, prefinanced by the FEOGA Guarantee Section.

52
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The other PHARE humanitarian measures concerned Romania, where a
total of 15.5 MECU was committed as follows:

MECU
Supply of medicines(1) 11.1
Orphanages heating and refurbishment 3.0
Infant Formulae and Medicines
for Romanian children 1.4

Local costs, particularly for the heating action, are met from
part of the counterpart funds generated from food aid
equivalent at the time to approximately 15.0 MECU. In addition
to these measures, the Commission used non-PHARE finance to
support four pilot projects for orphanages (2.7 MECU) and
emergency medical supplies for disadvantaged children (0.3 MECU).

To help administer the Orphanages heating and refurbishment
actions and to supervise the distribution of infant foods and
medicines for children the Commission set up a temporary team of
heating, medical and administrative experts in Bucharest. There
was, for both projects a twin objective. In the first place the
urgent need was to ensure that the aid provided was rapidly and
effectively utilized. 1In the second place the Commission strove
not to bypass local administrative structures, but by working
with them, to strengthen their capacity to cope with future
humanitarian measures. In the on-the-spot supervision of these
projects the Commission sought and received the cooperation of a
number of Community based NGOs which are active in Romania, and
will continue to work with them in implementing on-going
programmes of humanitarian assistance in Romania.

V - COMMISSION ORGANISATION

(

)

The PHARE Operational Service (PHOS) set up in January 1990 to
initiate, prepare and supervise the implementation of assistance
programmes in Poland and Hungary (to a value of around 200 M.ECU)
comprised a total of 24 staff of all grades. This staff was
made available through a major redeployment of personnel within
the Commission.

Juring 1990, the geographical scope of the PHOS's activities was
extended to include another five countries and new
responsibilities were assumed for humanitarian aid and
coordination with non-governmental organisations. 1In the absence
of extra staff to administer the additlional 300 M.ECU worth of
programmes, a further internal redeployment effort was undertaken
to fill 11 new posts.

Originally provided as emergency aid {(budget article 950 (1990)).
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In the face of continuing demands on the service's resources,
this complement of 35 posts was strengthened towards the end of
1990 by the addition of three detached national civil servants
and six interim and auxiliary staff. Thus the staff numbers at
the end of 1990 were:

Administrative Grade 13
Detached National Civil Servants 3
Clerical Grades 10
Secretarial 12
Interim and auxiliary staff 6
TOTAL a3

The PHOS is assisted by the other Commission Directorates General
in the assessment and planning of projects and programmes. In
addition PHOS has been obliged to make extensive use of outside
consultants.

Decisions were taken in principle to provide staff for EC
Delegations in Poland, Hungary, Czechoslovakia and Bulgaria which
would help to ensure on-the-spot coordination of assistance
programmes. By the end of 1990, delegations were operational in
Warsaw and Budapest, but not in Prague or Sofia.

Within the framework of the G-24's overall assistance to central
and eastern Europe; coordination and cofinancing with other
organisations is essential. So far, it has only been possible to
meet this need through ‘the use of detached national civil
servants.

Constraints on staffing levels will continue to be a major
preoccupation for the Commission over the years ahead as the
practical implementation of programmes, in addition to their
evaluation and selection, adds a further significant dimension to
the work of the PHOS.

VI -~ CONCLUSIONS

6.1

The first year of the Commission PHARE programme was one in which
basic procedures and relationships were established and the
budget was fully committed. These are important achievements
when viewed in the light of the situation as it existed in these
countries at the beginning of 1990. Poland and Hungary, followed
by the other countries embarked on programmes of political and
economic reform for which there was no precedent; they had to
manage a reform process in both of these highly interactive
spheres - simultaneously. Ministers and civil servants were
dealing with new concepts, new processes for which little in
their previous experience had prepared them. Least of all had
they any previous experience in handling programmes of
development assistance. Thus there were inevitable delays in
setting up the organisational structures to agree on national
priorities for assistance and to coordinate on a national basis
the offers of a wide range of donors. Further understandable
delays occured as new Parliaments accustomed themselves to
tackling the adoption of the necessary legislation for effecting
economic reform.
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While there was little problem initially in identifying those key
areas of systemic economic reform which would form the backbone
of indicative programmes of ajid - problems were identified early
on in the selection and preparation by the beneficiary countries
of specific projects and programmes. The PHOS had wide recourse
to consultants and experts to assist the beneficiary countries in
strategy and programme development.

Poland was the first of the countries to agree an indicative
programme and the first in which a wmajor programme was
identified, prepared and completed. It was not until March that
agreement was reached with the then Government of Hungary on an
indicative programme but, with the elections which were held
immediately afterwards and the time necessary for the selection
and assumption of the new Government, it was not until July 1990
that the structures were put in place to handle the preparation
and coordination of aid programmes. 1In the case of the remaining
countries it was not until September 1990 (see 1.2 above) that
programming and preparation could commence. This meant that
commitment decisions clustered largely in the last quarter of
1990. Moreover, given the necessity to complete all commitment
before the end of the year, both the Commission and the recipient
countries concentrated on achieving this. 1In reality it was
largely towards the end of 1990 and the beginning of 1991 that
the process of project implementation could set into full swing.
As most of the programmes consist in, or have important initial
elements of technical assistance the amount of disbursement is
expected to be small in relation to the total commitments over
the first 2-3 years.

In the course of the year, and in particular towards the end of
the year as preparations got underway for programming of 1991/92
assistance, both the Commission and the beneficiary countries
were able to refine the focus of that assistance with a
remarkable level of agreement. It is clear that for both sides
the main objective of EC assistance must be to help the recipient
country to put in place in the minimum time the framework of
laws, regulations and institutions which will form the basis of
an efficiently functioning market economy and will encourage
investment -~ especially that from abroad.

It was also apparent at the end of 1990 that the requirement to
commit the appropriations totally in the course of the budget
year for which they were entered imposes on recipient countries a
discipline to which at this stage their decisional or
administrative procedures are not adapted. Therefore greater
f'exibility needs to be built into programme procedures which
allows countries to total a two year perspective on aid
programming.

A capacity to finance programmes of a regional character where
several recipient countries combine in a joint endeavour was
discussad with those concerned and a decision in principle was
taken to initiate such a facility for 1991/92. Ae regards aid
coordination and co-financing efforts will be renewed in 1991 to
involving other donors in jointly financed programmes.
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COUNCIL REGULATION (EEC) No 3via/sy
of 18 December 19389

on economic aid to the Republic of Hungary and the Polish Pcoplc’'s Republic

THE COUNCIL OF THE EUROPEAN COMMUNITIES.

Having regard to the Treaty establishing the Eurupean
Economic Community, and in particular Article 23§

theceol,
[

Having regard to the proposal from the Commission,

Having regard to the opinion of the European

Pacliament (),

Whereas the Community and its Member States have
decided to make a concerted cffort together with certain
third countries, in order to implement measures intended
to support the process of cconomic and social reform
under way in Hungary and Poland ;

Whereas t.h? Community has concluded Agreements on
trade and commercial and economic cooperation with the
Republic of Hungary and the Polish People’s Republic ;

Whereas the Community must have the necessary means
at its disposal to be able to implement such measures ;

Whereas the ficlds in which measures are to be
undertaken should be determined ;

Wheress it is necessary to estimate the amount of
Community financial resources needed to carry out these
mieasures. in 1990 :

Whereas the implementation of such measures will help
to achieve the Community's aims and whereas the Treaty
does not provide, for the measures in question, powers
other than those of Article 2356,

HHAS ADOPTED THIS REGULATION :

Article |

.
~The Community shall implement cconomic aid measures
in favour of the Repubtic ol Hungary and the Polish
People’s Republic in accordunce with the criteria laid
down in this Regulauon

Article 2 -

The amount of Community resources as nccessary 10
carry out the measures introduced by this Regulation
amount to ECU 300 million for the period expiring on 31
December 1990, '

') Opinion deliveced o 14 Deccobier 1959 (not yet pabilistued
in the Olficial journal).

Article 3

1. The aid shall be used prman’y o support the
process of reform an Poland and Hungaevoain partcular by
financing or participating 1n the hisancng ot projects
aimed at cconomic restructuring.

Such projects or cooperation  muasures  should be
undertaken in particular in the arcas of agnculture,
industry, investment, energy, training, environmental
protection, trade and services ; they should be aimed in
particular at the prvate sector in Hungany and Poland

2. Account shall be taken, surer /i of the preferences
and wishes cxpressed by the recipient countnes
concerned in the choice of measures to be financed
pursuant to this Regulation.

Article 4

The aid shall be granted by the Community, cither
independently or in the form of colinancing with the
Member States, the Europesn Investment Bank, third
countries or multilateral bodies or the recipient countries
themselves.

Article $
Community aid shall in general be ir the icrm of grants.

They may generate funds that can be used for financing
cooperation projects or measures.

Avtale o
l. The md oy cover expondhitung L gt ol nocu!
expenditure oceded 00 cuny out the progecis annd
programmies.

Taxes, duties and charges and the poaachase of propeny
shuall be excluded from Community fimancing

2.  Maintenance and operating costs may be covered for
training and research programmes ant for other paojedts
however, tor the fatter such cosiy o be coverad anly i
the start-up atage and shall be deposav

3. However, 1n the case of colinanang, account shalt
be taken i cach case of the puocedines apphicd st
other providers of capital.

Artacde 7
I. In the case of assistuance excecding ECU SO 000 qor
which the Commumity is the ~ole socice of cxaernal ad,
PRAGCIPAGON in anvitations (o tendor ind contiaces shiall

he open on cqual termis to b coineal oo depe ot Jroe e e
the Member Sttes and ot Coband ond Flangan
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3. In the case ot cotinancaing, however, the partici-
pation of third countrics in invitations to tender and
contracts may be authorized by the Commission, but only
on a casc-by-case basis, after examination of the casc.

Article 8

The Commission shall administer the aid taking into
account the procedure laid down in Article 9. The general
guidehines applicable to the aid and 1o sector-hased
programumes shall be adopted in accordance with that
procedure.

Article 9

I. A commutice on aid lur ¢conomic restructuring in
Poland and Hungary is hereby set up at the Conmissian,
consisting of representatives of the Membee States andd
chaired by the Commission representative. An observer
from the European Investment Bank shall take part in the
Committee’s  proceedings  with  regard to  questions
concerning the Bank.

2. The represcatative of the Commission shall submit
to the committee a draft of the mieasures to be taken. The
commutice shall deliver its opinion on the draft within a
time limit which the chairman may lay down according
1o the urgency o the matter. The opinion shall be

detivered by the majoenty Lind down i Arncdc 138 (2) of
the Treaty in the case of deasions which the Counal s
required to adopt on a proposal from the Comnussion.
The votes of the representatives of the Member States
within the committee shall be weighted in the manner set
out in that Anticle. The chairman shall not vote.

3.  The Commission shall adopt dccisions which shall
apply immediately. However, if these decisions are not in
accordance with the opinion of the committec. they shall
be communicated by the Commission to the Council
forthwith. In that cvent the Commission shall defer
application of the measuees which it has decided for a
period of six weeks.

The Council, acting by a qualified majority. may take a
diffcrent decision within the time limit referred 10 in the
first subparagraph.

Avticle 10

From 1990 the Commussion shall draw up cach year a
report on the implementation of co-opcration operations.
The report shall be sent to the European Parliament, the
Council and the Economic and Social Committee.

Article 1]

This Regulation shall cater into force on the third day
following that of its publication in the Official Journal of
the European Communities.

This Regulation shall be binding in its entircty and directly applicabic in all Member

Stazes.

Dene at Brussels, 18 .December 1989.

For 1he Council
The Presiden:t
R. DUMAS
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COUNCIL REGULATION (EEC) No 2698/90
of 17 September 1990

amending Regulation (EEC) No 3906/89 in order to extend economic aid to other
countries of Central and Eastern Europe

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Economic Community, and in particular Article 235
thereof,

Having regard to the proposal from the Commission ('),

Having regard to the opinion of the Buropean Par-
liament (),

Whereas the Community and its Member States have
decided to take concerted action with certain non-
member countries in the form of measures intended to
support the process of economic and social reform under
way in Hungary and Poland ; whereas Regulation (EEC)
No 3906/89 (%) lays down the conditions for the provision
of economic sid to these countries;

Whereas the Group of 24 countries and the Community
decided at the ministerial meeting on 4 July 1990 that
the situation in certain other countries of Central and
Eastern Europe warranted an extension of the economic
restructuring aid to these countries;

Wheress provision must be made annually in the general
budget of the European Communities for appropriate
Community financing,

HAS ADOPTED THIS REGULATION.:

Article 1

Regulation (EEC) No 3906/89 is hereby amended as
follows :

1. The title is replaced by the following:

‘Council Regulation (EEC) No 3906/89 of 18
December 1989 on economic aid to certain countries
of Central and Eastern Europe.

() OJ No C 191, 31. 7. 1990, p. 17.
() OJ No C 231, 17 9. 1990.
() O) No L 375, 23. 12 1989, p. 11.

2. Article | is replaced by the following:

‘Areicle 1

-

The Community shall make economic sid available to
the countries of Central and Eastern Europe listed in
the Annex in accordance with the criteria laid down in
this Regulation.'

. Article 2 is deleted.

. In Arnticle 3 (1):

— ‘in Poland and Hungary' and ‘in Hungary and
Poland’ are replaced by ‘in the countries refetred to
in Article 1° and ‘of the countries referred to in
Article 1’ respectively,

— the following subparagraph is added:

‘The aid may also be used to provide humanitarian
assistance’.

. In Article 7 (1) and in Article 9 (1), ‘of Poland and

Hungary’ and ‘in Poland and Hungary' are replaced by
‘of the countries referred to in Article 1’ and ‘in the
countries referred to in Article 1" respectively.

. The following Annex is added:

ANNEX

BULGARIA

CZECHOSLOVAKIA

GERMAN DEMOCRATIC REPUBLIC
HUNGARY

POLAND

ROMANIA

YUGOSLAVIA'

1

Article 2

This Regulation shall enter into force on the third day
following its publication in the Official Journal of the
European Communilties. '
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in 3ssisting and promciing the =2conomic restruciuring of ?eland znd

Hungary account musi Le taken of the immediate/short term requirements
7or imported inputs, so that existing output and living standards may
be maintained, and the need to lay a basis of knov-hov and stchtures

to Tacilitate the modernization, privatization and development o7 Polish

and Hungarian economies in the medium and long term.

Both of these aspects can be addressed by the actions which will be
taken under the 300 Mio ECU fund set up by the Community in respect of

which all commitments amust be made before the end o7 199b and ex-

penditure completed by the end of 1991.

OBJECTIVES AND PRIORITIES

The overall 2im of Community financial assistance 0 Polzad zno Hungary
is to support the process of economic restruciuring which zims ¢
iransiorm a3 rigid planned eccnomy into one which is basec on &nc
responsive to markei forces znd privsie enierprise. This overzll aim

may be expressed in the terms o7 the iollowving objeciives

to meet the immediaze/short term needs created by ine non-avail-

ability of foreign exchange 1o meet essential imporis o7 equipment,

spare parts and agricuitural inputs necessary 0 mzinlzin gresant
levels of ouiput of essential goods and services;
- T0 provide know-how and 7insncizl essistance 1o ha2lo 2stzilish

The structurael and service environment necessery icor tn2 develoon-

[y

ment of a modern market oriented business sector,;

- to assist in the preparation of sectoral develoomenti plans in

e
e
"

agricultural, industrial, and environmental secicrs;
- G focus on programmes and prcjects vhich will be of & cump-
priming *nature, ancd act as catalysis for compleamzniary o-

joint further sction by other Group 24 donors.

CAPACITY FOR AID ABSORBTION - SHORT TERM

The fact that the 300 Mio ECUs a2re non-dissociated crec:is «hich -RuUST

be committed by the end of 1990 and spent by the snd ci 1991 nosses scrs

problems ior Poland and Hungary who hsve made their -lzng !

~maly



against 2 Longer time horizon. for & projec: oi any complexity 1
“ill be dii7icult Tec ensure thet the feasidility siudy, Soecﬁfice:iom,

eppraisal and preparation 07 a iinancing proposal is ready ior Trans-

Lation, submission 1o the (ommittees, and c2cision by the Commission

by November 1990 at the latest. It is citear that these timé.ZB ;tEéints
have not Tully been taken into account by the Polish ang Hung;régg
covernments when preparing their- list of project proposals.

. N
A considerable efiort is now being mounted to help botn countries
to re-consider and re-present projects for financing. The proposed
fund altlocations presented later in this paper must be read with this
in mind. It is also foreseen that the Commission services will have
to arrange ior special monitoring o7 the implementation of the early

projects - this is also proviced for.

PROGRAMMES - AGRICULTURE

Agriculiure continues to play ¢ significant role in the econom:2s of

both couniries.

in Poland it accounts ior 30% of output znc employmeni. Polish agri-
culture s characterised by 2 predominance o7 small privaiz Tarms.
Despite 2 considerecble potential for development, in c2nefal Yzrning
methods 2re poor and eiiiciency is one o7 th2 lowest in Zzst2rn Suroo:2.
This is due 10 a low lavei of technology, & shorizge oif inputs, & de-
ficiency o7 the delivary sysiz2m and & lack o7 inietivas for Tzrmars iC

oroduce and innovaiz.

The recenily tTaken reform me2sures crea2le a new £CONOMIC Tramesuorh
for the future. Neverthelesz, the institutional set-up ©Ff the past nzs
not yet been superseded by new Tree market institutions &nc m2chznises

and in the coming crop year severe problems vill have o be faced.

In the short term, in order to safequard tThe produciion in Th2 CREEY
Crop year urgent support is required 10 maintain essent:sl snzuls.
Not only the supply s important, also the mechanisms Tharouc- -hich

they are supplied : the 3actiors undertaken should comiribut2s o the
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meximum exteni pcssible to the deveiopment o7 praivaie 1nitiatives.
This leads to a medium term precccupation : the cetinitior and
implementation of a sectoral sirategy (or agriculiure 2iming at the
development of private agriculture within a Tres markst enviFORAMBNT
delivery system, credit supply, zgro-processing, etc.).

for the current year the Commission thereiore enviszges -0 Types

<

o7 aciions ‘

1) Import support programmes ior plant production as well 3s ior
animal production (inputs &nd equipment);

2) Sectoral studies, in collaboration with other donors, to de-
fine the objectives and priorities 7or agriculture ‘n the year

10 come.

[T
o]

Hungary agriculture accounts icr 20%Z of ouipul ancd emcloyment

The sector 1s dominzted by large staiz ent2rprises &nd ccoperestives.

The sector is an impori:zn: basis ior expor: revenues with 337 ¢

2uUTHLR

so destined.

AN
Although Lless in neecd ¢ short I2¢m input support, zhe n22g 7
programmes zimed 2T the reguciicn 07 ineiiicient aciivitizs, 1Az
liberalization o7 prices and marketing and 1n2 dev2lopmsnt enl r2-

equipment o7 the agri-iood se:ztor are key targets.

- —, . . . . . :

In the mecium term, &s 0 inhe case o7V Poland, 11 315 nec2ssery =0
devine 2 sirsjegy 7or the developmenti o7 tThe sescior wiirin & ira2e
market environment. Such & strategy will rpovida ths irzmewcrik Jor
the actions 10 be undertaken in the yegars to come.

for the current year, the Commission envisages assistanis Tor : .y
1) iraining, modernisation of technology research arnc iavesiaen:

in the agro-processing aciivities;
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2) Sa2ctoral studies (in collabcration with other donors)

PROCGRAMMES - INOUSTRTYT/INVESTMENT

The industrial sectors in both countries with few exceptions are
characterised by all ci the deficiencies inherent in °V¢’°°r9t§&§£df
featherbedded production units viz. uncompetitive COST structhres
poor product qu{tity and design, out-dated technology, oui-datesd plant
and equipment, overmanning and over-dependence on nonlconvertibte

currency markets. In Poland in particular the industrial struciure is

heavily biased towards smoke-stack/extraction industiries, specially in the

erergy sector. Yet, it is clear that marufacturing industry has to be the motor force of economic

development and employment in both countries. The stirategy must be
to crezte an indusirial zrm based on up-to-datez technolocy, compeiitiva
cost condiiions, modern mznagement znd marketing skills, end a coherent

programme o7 initial and continuing industirial trairing Tor all workars.

This requires in particular :

imported technology and czpital which will bring management
skills and market access;

the building up o indusirizl support services;

special measures To support the development o7 smell anc
medium sized enterprisas engaged in both production znd

N
servicing.

IT is clear that both Governments recognize the nsed o aring in
technology - Llisis o7 seciors wvhere joini veniures ars 22ing &ciively

sought neve been circuleted. Less recognized is the vi

et
[
—
l
o
—
w
.
o]

any indusirial sociz2iy played by the small znd medium siz2d Tusinezssas
which nroduce ior local needs, which service large-szzis indusiry,
and thch form the seed-bed for eventural indig2nous Susiress cavzicp-
ment .

".

In the medium term 102 LCAMUNITy 370 1TSS CONOr pariners aust 2551§%
:“ .

. . . e . .
both countries in elaboratiing secioral development str ciss suoperiing

T

~

the process oi privatisation ang Liberalizetion, in zIh

“"n
2

F
w
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of which the roles c¢f the £'3 and BERD will be imporian:.
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Sectoral studies will be initiated by the Community with Community

financial support to act as the basis for future aciions.

.

in the immediate Tfuture we should concentrate our actions ia the Tuo

. 3 i
allied areas o7 : T

- the development of a business support environment, Including the
sSector . N

- the development o7 small znd medium enterorises.

In the Tormer area the Lommunity has extiensive know-now 0 Transizr in

the fields oF indusirial treining, management and markeiling irazirming,

industrial credit supply, szanda2-ds, quality control, invesiment

énd export promotion technigues. 1In sarticulzr tThe cr2ztion of 'pro-
\

ductivity centres' capzble of aroviding business zdvic2 znd con-
sultancy have .2 key role o plzy. Similarly the z2xperience gzineg
in the promotion o7 samall indusiry and the creztion of business

innovation centres is transferaole.

In the period 1990/91 these and similar actions will be mounted wvhile
the sectoral siudies are being prepared which can lead to more in-
tensive medium term development support. It is likely that A the
shorz term demands 7or financial 2ssistance Tor the import o7
essential spare parts, and vizal equipment will be made and 7a’il to

be met by government or by the provision of credit lines.

ENVIRONMENT

EnvironmenTal protection is one of the top priorities in P

o
Hungary, not only 7Tor health rezsons (life expectancy hzs d=

more importanitly in tThe short =erm, deca2use No new m2ior olent

be established in industrial arzes sirce pollution has z2lrezoy

reached z too hich level (iadusiry coonts for 707 o7 peollciion

problems) .

Poland, 7or e2xampls, is ths mosi tThr22iensc country :a I

2

some 4.3 Mio tonnes o+ sulphur rejeziad yzarly zac 0

N
L4
¥
)
)
)
|
w
wv
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of very toxic wastes. Accordingly, environment is an area where the

authorities wish that western assistance translates rapidly into

visible actions, so as to rapidly improve the quality oi daily life

o7 the population.

The basic philoscphy is to incorporate ecology in;o economy znd’%o
ouild on reé?ona[ initiat{vss eand responsibilities, therevore lezding
10 & totally new siretegy baesed on tTrue energy prices, poldlutron
moNiToring systiems, new sia2nderds Tor industry &nd Quick aciicns re-
garding air and weter pcllution vhere ei7icient technicues shculc Do

introduced.

In 1990, the Community will essentially supply equipm2nt Tor zthe
seiting up of automatic monitoring sysiems o7 air emissions &s wzll

as 7or the lakes and Yor certain waste water treatment plants.

Moreover, Teasibility studies vill be done for projectis 10 be
in 1991 in the following areas :

Tinancec
incineration plants for toxic chemical

wastes, gas desulphurization in coal-fired power planis and increased

production o environmental protectiion equipment in cooperation with

foreign partners.

PROGRAMMES ~ TRAINING

Education, training and r2-training are involved in every &sogct oOF
the process of social and eccnomic change. In the thre2e sec?

with zbove there is iikely iIo be 2 strong iraining or t2chniczl assis-

i1snce _compcnenti. The gquziiiications, sbilities anc skills wvatch er:
:e::ssar; iN EN open iree enlerprise competitive econmomy ar: NoOI orc-
videe Jor in tar csntoetly planned model even i stzaf2rcs 7 jenerd
and tachnical educziion may de high. Trayning vhen progzrl. zarrze

out inculcates n2v aititudes and motivaizon alongsica naw scills.

This is thus the singl2 most importzni are:c Tor invzsimsns :7493th

Poland and Hungzry, and 15 recognized 2s such. The =-odlers d0seC

Tcr the donor couniries &re NOT ThOoSe 07 re2SOUrC=s C7 XNOW-~"0Ow, 2U1

ihose 07 securing & talanced gprogramme 07 Sricrigy étilon ot IRIA TR2
recipient countries &s part ¢7 &n ova2rall sirazecy

o omegium 2T

development.




The Community's action in this area will be based on & three-pronged

aporoacn :

- Diagnosis of needs;
- Setting of priorities;
- Selection of programmes.

~ . -

In the case of the first two, technical assistance will be provided
to Poland and Hungary to help identivy aﬁd prioritise their nedium/
long term needs. In the provision of programmes to meet these needs
the European Tra2ining foundation will begin 10 play a role as 7rom
the end o7 1990. The TEMPUS scheme should provide an appropriately
Tlexible Tramework within which citers &nd requests 7or exchanges can

be dealt with.
~

Besides these measures ections will be needed in 2 mor2 imma2giate time-

scale to meet urgent training demends &nd 2quipment needs ircm Doth

Poland and Yungary. Training actions 7all mostly into the Tollowing
areas :
- On-the-job industrial training linked to indusirial
restructuring;
- Export market research;

- Management courses;

- Financial services training.

Frogrammes in these and related areas (including training related to
*institutizmol- as vell as economic change) will be agreed with Poland
and Kungary and presented Tor approval end subsequent implemznatalion.
In the longer term i{he programmes will Decome more siructured and
coherent as the anlaysis of needs and setiing o7 priorities 15§

achieved.
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B. INDICATIVE ALLOCATION

In order to allow for the preparzation of assistlance programmes <0
Poland znd Hungary flnanced by the EC Tund o7 300 m ECU It Is
necessary to ecarmark, at least Indlcatlively, global amounts to the
varlous prlority areas retalned In the EC°s actlon programme -—
agriculTural asslstancs, trzlning, environment and Ilnvestment -
and, eventually, Tor new prlorltles which have been presented by
Jhe beneficlary countrlies In the meantime.

A consensus has already been reached ihat out of the 300 m ECU, 200
¥willl be made avallable for Poland and 100 7or Hungary. Beczuses of
the pgoblems 8xisting In Pollsh agriculiure (low productiviiy and
shortage of hard carfency 10 lmport the necessary lnpuis 7or plant
2s well 2as z2nimal production and equlpzeni) consensus was reachzsd
with 1the Pollsh authorities o earmarkx hz2l7 orf the 200 © E=CU
aliotisd 1o that couniry to agriculiurs. . '

Taking into account thesa orleniatlons ihe Services o7 =zhe
Commlisslon wlthin the context of the Task Forcs PHARE have prepzaisd
a0 Indlcative dlstribution of ithe zveilable means 1o the various
areas. The table herewlth a2nnesx2d setis out thls distirlbuilon.

In putting 7orward thls proposal ihe Task rorce draws the aitentlon
to the provisional charactier cf the zllocatlons for the 7ollowing
reasons:

- the prcllmlnary'cnaracter of i1he requests broughitl Torwarc by
the beneflclary countries, ovfien wlihouti any fndicatlon as io
the Tlnancial amounts involvad;

- the 2bsence of Indlcatlons o7 hard and local currency
comblnztlons, Tor projecti financing;

—~ oillzr requests by: the bensficlary countries o0 which ihs
2ilocatlions need 1o be adaptsd (for sxampls medlcal zlc¢ and
soclal programmes Yor the dlsadvantaged populatlions) znd:




_32-

- the consiralnts imposad by i1he non—dissoclaied n'a.fu.re o7 the
300 m ECU budget funds. 3eczuse of ihls naiure credlis have to
bs comaliied by the 2nd of 1990 a2nc spenti by ihe end o7 18§7.

The lmplementation of projecis/orogrammes wllitl 2lso have'#io
respect thc procedures established by Counclt Regulatlons
3506/88 -

Muitl annual and/or projects
requlring long gestatlon peirlods are theretfore virtezlly
excluded for - the moment. SO are projecis apt Tor co—financing

with the other G-24. As a result the =zllocailon bhzs been,

orlenied towards programrmes of 2 shori or imedlun term nature.

-~ preparatory siudlies- for future programres of a more structural

and sectorlial nature io be Tlnanced wlth new crediis on 2

¢ dissoclated basls wlit have to be wade In order to be rez2dy for
Implemeniation as soon as such crecdlits become avallable. '

For all these reasons It wlll be necessary to preserve a large
degree of flexliblliity In the allocatlons and to provide for the
Yossibllity to regularly re-adapt them In tlme. The Task Force
PHARE wlll re—eXamlne the sliiutztlon regulariy.

In the selectlon of projecis great attention wlil be glven to how
they fit Into reglonal contexts and to what extent they conirlbute
to the reform process toward market econocales.

68
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ANNEX
PROVISIONAL ALLQCATION
POL AN p/H HUNGARY
Agr 1tural r ad 100 . 20
v nt
| rial ry nd 35 3%
deve lopmeny
N
L)
Eavirgrment 20 25
Ir In
-
— Tempus 20
~ Tralnlng Foundatlon 6
~ Other (bllateral) projects 10
Technical cooperatlion In 13 10

other areas (such as energy,
sclence a2nd technology,
privatisatlion zagencles, soclal
aspects of adjustmeni, roderni-
satlon of customs services)

3 1 Iperd 4 2
mingr adminlstratjve costs for
prelect Implementatlion,

mnlteoring and control

TOTAL 172 365

n
n
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PHARE COMMITMENTS - 1990 &1991

"20-Feb-92 Ref.: AQ CPETO2

Source: PHOS 4

a5

(i Mio ECU)

T Toual
Committed
Dev private agriculture 16.0
Air Pollution Programme 3.5
Maternal/child health pgr 5.0
: Environment (1) 7.5
: Financial Sector 10.0
: Private agriculture 2 25.0
: Telecom 3.0
: Enterpr. Restructur SME 20.0
: Labour 2.5
: Energy 2.0
: TEMPUS 5.0
bt 905
20.0
1.0
14.0
S R E 35.0
: Finance modernisation 5.0
H9002: Environmental protection 25.0
H9003: Regional Environment cntr 2.0
H9004: Dev private agriculture 20.0
H9005: Privatisation agency 5.0
H9006: SME Support Programme 21.0
H9007: Research Infrastructure 3.0
H9008: Social Welfare Hungary 3.0
H9009: Dev/reform Voc. training 1.5
H9010: Higher education Hungary 3.0
H9011: Infrastructure Commerce 1.3
H9101: Financial sector 9.0
H9102: Environment (ll) 10.0
H9103: Energy 5.0
H9104: Restructuration agricul. 13.0
H910S: Transport 2.0
H9106: Enterpr restruct + Privat 40.0
H9107: Nat firm registr/informs 1.5
H9108: SME (ext) 4.0
H9109: Investment promotion 5.0
H9110: TEMPUS 12.0
H9111: Customs 8.0
: Science + Technology 5.0

ARY. 00 2043
: Animal feed programme 20.0
: Environmental protection 22.0
: Privatisation agency 9.0
: SME Import + Support pgrm 25.0
: Agriculture credit line 30.0
: Develmt stats information 1.5
: Pesticides Poland 50.0
: Rural Telecommunications 6.0
: Vocational training 28

PAGE 1
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[Eﬁ;\*ﬁé"‘ébMMITMENTs 1990 & 1991 -

T 20-Feb-92 Ref.: AQ CPET02]

PAGE 2

(in Mio ECU) Source: PHOS 4|
Total
Committed
P9010: Industrial Restructuring 4.0
P9011: Equity Investments 2.0
P9012: Foreign Trade 8.5
P9101: Local Government 4.0
P9102: Environment (Il) 35.0
P9103: Energy 3.0
P9104: Municipal Dev + Training 3.5
P9105: T.A. Agriculture/Rural 17.0
P9106: Telecom 5.0
P9107: Transport 2.0
P9108: Fin sec+polish dvip Bank 16.0
£9109: Private sector dvip SME 6.0
P9110: Interpr restruct + privat 50.0
P9111: Labour 18.0
P9112: NG O’s 3.0
P9113: Health 20.0
P9114: Tempus 13.5
P9115: Education 1.0
POLAND - - 377.8
R9105: Technical Assist. Fund 22.0
R9106: Health 25.0
R9107: Agricultural Supply 25.0
R9109: Agro—industry (supply) 9.0
R9110: Tempus 10.0
R9111: Transport Roumania Supply 9.0
R 100.0
T9001: Tempus — Czechoslovakia 4.0
T9002: ENVIRONMENT PROGRAMME 30.0
T9101: Energy 5.0
T9102: Environment | 5.0
T9103: Telecom 6.0
T9105: Enterpr restruct + privat 19.0
T9106: SME 20.0
T9107: Technical Ass. Fund 20.0
T9108: Labour 15.0
9.0
133.0
: 35.0
Y9102: Tempus 6.0
' 41.0
rogrammes. 990.6
A9101: Emerg Food Aid Triangular 5.0
A9103: Assistance Technique 5.0
B89108: Medical supplies Bulgaria 10.0
B9111: Short Term Energy Import 10.0
R9001: Aide Urgence — Roumanie 11.1
R9003: Orphelins Roumanie 3.0
R9004: Urgent children aid 1.4
R9101: Crown Agents 0.5




(PHARE COMMITMENTS — 1990 & 1991

" 20-Feb—92 Ref.: AQ_CPET02)

o (in Mio ECU) Source: PHOS 4
Total ]
Committed
R9102: Enfants Roumanie 7 T 5.5 h
R9103: Medical Supplies 10.0
R9112: Emerg. aid flood victims 0.3
R9113: Humanitar. aid Romania 1 1.8
R9114: Humanitar. aid Romania 2 12.2
R9115: Humanitarian aid (wheat) 4.0
Y9101: Humanitarian Aid 8.0
Y9103: Monitor Mission 0.4
Y9104: UNICEF 0.0
Total Humanitarian Aid 88.2
B9110: Safety Nuclear Power Pint 11.5
Z9001: Ace action coop economic 1.5
Z9002: Tempus — Techinical Ass 2.0
Z9003: Tempus operation pgrm 18.0
Z9004: Contrat Cadre/Agrar 1.4
Z9101: joint venture scheme 20.0
Z9103: TEMPUS ~ TECH ASSISTANCE 3.0
Z29105: Customs 5.0
29107: Info Central + East Europ 1.5
Z9108: Statistics 3.0
Z29109: ACE 5.0
Z9110: Tempus operation 15.0
Z9111: Environment 20.0
Z9112: Nuclear Safety 3.5
Z9113: Standards 4.3
Z9114: SIGMA 3.0
Z9115: Tempus (T.A. extension) 2.6
Z9117: R&D Cosine 2.5
Tot; grammes 122.8
Z9005: PGR MULTIDISCIP POL/HUN 4.3
Z9007: Multi. 2. 4.4
Z9102: multidisciplinaire 3 3.6
Z9104: Dangroup/Agrar 1991 1.4
Z9116: Multi—Disciplinaire(IV) 5.0
Tot; plinary Prog. 18.6
Z9006:MINI-BUDGET 3.4
29008: Feoga—Garantie 51.0
Z9106: Stages Fonct. PECO 0.4
Total Other Programmes 54.8 .
Gra - 1275.0

7Y
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PHARE
OVERVIEW OF OPERAT(ONAL PROCEDURES

PARTNERS OF THE COMMISSION

(a)

(b)

(c)

(d)

Management Committee : (Art. 9 of Regulation) consisting of
representatives of Member States; set up to glive opinion on the
actions proposed by the Commission.

in each country : A HNational Coordinator is the main
correspondent of the PHARE Operational Service. He filters the
proposals formulated by the various Ministries and coordinates
the preparation of the national programme. Usually assisted by
a TA team funded from PHARE.

CEC Delegations : (Warsaw, Budapest and Belgrade) assure
contact with national authorities, supervise Implementation of
projects.

fmplementation Units : Set up within the relevant technicat
Ministry (project) to assist with the practical aspects of
implementation and coordination.

PROJECT CYCLE

(a)

(b)

(c)

(d)

(e)

General Orientations : Discussed by the MNanagement Committee
and approved by the Commission, defining objectives, priorities
and proposing indicative alloction of funds per country and per

type of activity.

Programming : Definition of objectives and priorities as well
as broad sectoraf allocation on a country basis. Agreed
between Commission and national authorities.

Identification : Specific projects are identified by
recipients/Commisslon/consultants/other donors.

Feasibility Study/Prolect Preparation Documents : Analysis of
identified programnes normally undertaken by hired consultants
working in conjunction with the ~ recipient country’s

institutions.

Project appraisal : Undertaken by the Commission in conjunction
with the recipient country’s institutions. Frequent!y during a
mission whose purpose is to obtain final agreement on the
proposed operation between recipient, Commission and the
consultant.




5.

1)

(g)

(h)

(i)

(@)}

(k)

1)

tinancing  Proposal  : Summacy ot the main cloments of the
feasibilily study, preparatory papers and of the apraisat,
presented to the Management Committee for oplinion and
afterwvards to tho Commlssion for declision.

Financing MomQrandum : Agreemant betwaon the Commission and the
natlonal authorities awarding the flinancial commltment and
defining the implemontation provislons applicable to a specific
project.

Framework Agroement : A once-for-all agreemsant betwoen the
Commission and the national authoritles, defining the general
conditions of PHARE aild (the *“general provisloas® of the
f inancing memorandum) .

Imptementation : The cperation is implemented by the recliplent
country, or, in a minority of cases, by the Commission acting
on the recipient‘s behalf.

Typlcally an operation comprisoes the provision of services
(TA, training ...) or supplies. Thsse have to be purchased
through contracts. (See separate memo on award procedures).

Payments

(i) Direct payment
The Commission pays the consultants or suppliers against

invoices or statements of expenditure certified by the
supervising institution.

(ii) Implementation _under “work _programmes® with _advance
payments
A work programme is a detailed "business plan™ for the
implementing institution In the recipient country. it

specities all action to be taken, services and goods to
be purchased c¢tc. for a six-month period, and the
planned expcnditure. The programme is agreed with the
Commission, which then pays the implementing institution
an advance corresponding to the planned expenditure.

On submission of the next six-monthly work programme,
the Commission evaluates progress and replenishes the
advance in accerdance with actua! approved expenditure.

This system is always combined with six—monthly external

audits.
Monitor ing/Audit : Reports by independent bodies checking

implementation. Contracts usually awarded by Commission.

Evaluation : So far only occastonal ad hoc evaluation.

Commission 11s now cetting up a systematic and automatic
evaluatien system covering all projcct: fynanced, based on the

Vavgque vl b atiiews 08 et hoat

COMIROL _EATERNAL 7O PHARE

(a) Mi~wons by “fFinancial Control”™ : Financial Control is a

Comntssion bedy thal has to verify whether CEC Regulations on
tendoring, contracting, payment etc. have been respected
whenovor c:rpenditures aro made. FC undsartakes control mission
fn the roclipeint countrics (n oirder to verlify the regularity of
manzgement of the funds.

(L) Mission by "Court of Auditors® : Court of Auditors s a body

roporting to tho Councll &and tho Curopean Pariiament. CoA
verifTies tie propor utliisation ot the EC funds In accordance
with tho doclicicns of tho budgetary authcritlies and the EC
Regulations.
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AN Mz 1

COMMISSION OF THE EUROPEAN COMMUNITIES
PROGRAMME OF ASSISTANCE FOR ECONOMIC RESTRUCTURING
IN THE COUNTRIES OF CENTRAL AND EASTERN EUROPE

The

PHARE

LIST OF
APPROVED PROJECTS

from 1990 to July1992

Written &compiled by the PHARE Advisory Unit







LIST OF APPROVED PROJECTS BY COUNTRY

ALBANIA

ALBANIA 1992

Amount (MECU)
General Technical Assistance Facility 4.4
Project proposed July 1992 (MC 17)
Project Manager: Mr J. Sunchez
Support of the transport sector 44
Project proposed July 1992 (MC &)
Project Manager: Mrs E. Malinowska
TEMPUS (see Regional Approved Projects List) 1.2

Project proposed May 1992 (MC 16)
Project Manager: Mr Kipper

C.8]




BULGARIA

BULGARIA 1990

1.

Programme for the Development of Private Agriculture

Project Manager: A Castro Freire

. Air Pollution Monitoring Programme

Project Manager: H StausbCll

. Matemal and Child Health Care Programme

Project Manager: C Brockhuizen

Total 1991

BUIL.GARIA 1991

1.

Regional Programme for Nuclear Safety at Kozlody
(Regional Facility)
Project Manager: M Franco

Environmental Sector Programme
Project Manager: H Stausb¢ll

. Financial Sector Development Programme

Project Manager:

. Programme for the Restructuring of the

Agnicultural Sector
Project Manager: A Castro Freire

Modernisation of Telecommunication Equipment
Project Manager: G Raad

Programme for Enterprisc Restructuring /
Privatisation and the Development

of Small and Medium Sized Enterprises
Project Manager: C Brockhuizen

Labour Market Sector
Project Manager: C Hughes

. Assistance for the Restructuring of the Energy Sector

Project Manager:

Total 1991

LIST OF APPROVED PROJECTS BY COUNTRY

Amount
(MECU)

16.0

3.5

5.0

24.5

7.5

10.0

25.0

3.0

20.0

)
w
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LIST OF APPROVED PROJECTS BY COUNTRY

BULGARIA

BULGARIA 1992

Kozloduy emergency nuclear safety programme
Project proposed July 1992 (MC 17)
Project Manager: Mr L. Bril

Technical Assistance to the telecommunications sector

Project proposed July 1992 (MC 18)
Project Manager: Mr G. Ruad

Programme for SMEs, regional reconversion and development

Project proposed July 1992 (MC 18)
Project Manager: Mr P. Mirel

FEMPUN (see Repronal Approved Projects List)
Project proposed May 1992 (MC 16)
Project Manager: Mr. Kiipper

Amount (MECU)

35

3.0

22.5

8.0




CZECHOSLOVAKIA

CZECHOSLOVAKIA 1990

1. Environment Protection Programme
Project Manager: H Stausb¢ll

Total 1990

CZECHOSLOVAKIA 1991

1. Assistance for the Restructuring of the Energy Sector
Project Manager: G Raad

2. Environmental Sector Programme
Project Manager: H. Stausb¢ll

3. Technical Assistance for the Reorganisation of the CSFR
Telecoms
Project Manager: G Raad

4. Privatisation and Restructuring of State Enterprises in

the Czech and Slovak Federal Republic
Project Manager: M Da Venezia

5. General Technical Assistance Facility
Project Manager: M Priestley

6. SME Programme
Project Manager: P Mircl

7. lLabour Market Development
Project Manager:

Total 1991

LIST OF APPROVED PROJECTS BY COUNTRY

Amount

(MECU)

30.0

30.0

5.0

5.0

6.0

19.0

20.0

20.0

15.0

90.0 ,




LIST OF APPROVED PROJECTS BY COUNTRY

CSFR

CSFR 1992

Technical Assistance to the energy sector

Project proposed July 1992 (MC 17)
Project Manager:Mr C. Hilz & Mr G. Raad

General Technical Assistance Facility
Project proposed May 1992 (MC 16)
Project Manager: Mr J. Fiillenbach

Privausation, restructuning and private sector development
Project proposed July 1992 (MC18)
Project Manager: Mr S. Du Venezia

Renewal of the education system
Project Proposed July 1992 (MC 18)
Project Munager: Mr J. Fiillenbach

TEMPUS (see Regional Approved Projects List)
Project proposed May 1992 (MC 16)
Project Manager: Mr. Kiipper

Amount (MECU)

4.0

30

10




C
888 B S S

LIST OF APPROVED PROJECTS BY COUNTRY

GERMAN DEMOCRATIC REPUBLIC

Amount
(MECU)
GERMAN DEMOCRATIC REPUBLIC 1990
1. Environmental Protection Programme 20.0
2. Programme for the Development of Regional Economic
Structure and for the Adaptation of Economic Statistics 14.0

Total 1990 34.0




ESTONIA 1992

Project Manager: Mr. Kiipper

LIST OF APPROVED PROJECTS BY COUNTRY

ESTONIA

Amount (MECU)
General Technical Assistance Facility 9
Project proposed July 1992 (MC 17)
Project Manager: Mr H. Abbott
TEMPUS (see Regional Approved Projects List) 1.0

Project proposed May 1992 (MC 16)

C.8¢
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LIST OF APPROVED PROJECTS BY COUNTRY

HUNGARY

HUNGARY 1990

10.

11

Programme for the Moderisation of the Financial System
Project Manager: P Mirel

Environmental Protection Programme
Project Manager: H Stausb¢ll

. Community Participation in the Regional Environment

Centre in Budapest
Project Manager: H Stausb¢ll

. Programme for the Development of Private Farming

Project Manager: V. Alliata

Basic Technical Assistance Programme for the
Privatisation Agency
Project Manager: P Mircel

Programme of Assistance for SME
Project Manager: C Broekhuizen

. Sectoral Modemisation Programme for

Research Infrastructure
Project Manager: C Broekhuizen

Programme for the Upgrading of Higher Education
Project Manager:

Programme for the Development and Reform
of Vocational Education
Project Manager: PHOS 3

Programme for the Promotion of Local
Community Development and Social Welfare
Project Manager: PHOS

Sectoral Programme for the Modemisation of the
Infrastructure for Foreign Trade

Project Manager:

Total 1990

Amount
(MECU)

5.0

25.0

2.0

20.0

5.0

21.0

3.0

3.0

10

89.8

16)



LIST OF APPROVED PROJECTS BY COUNTRY

HUNGARY

Amount
(MECU)
HUNGARY 1991
1. Financial Sector Development Programme 9.0
Project Manager: R Daudin
2. Environmental Protection Programme Phase II 10.0
Project Manager: H Stausb¢ll
3. Assistance for the Restructuring of the Energy Sector 5.0
Project Manager: G Raad
4. Programme for the Restructuring of the Agriculture 13.0
Project Manager: H Abboltt
5. Technical Assistance for the Transport Sector 2.0
Project Manager: E Malinowksa
6. Enterprise Restructuring and Privatisation 40.0
Project Manager: P Mirel / C Broekhuizen
7. National Firm Registration and Information System 1.5
Project Manager: C Brockhuizen
8. Small and Medium Sized Enterprises 4.0

Project Manager: P Mirel

Infrastructure Trade Development and
Investment Programme 5.0
Project Manager: M Priestley

. Customs Computcrisation 8.0
Project Manager: S Christiane
. Research and Development Programme 5.0

Project Manaper: S Chnstiane

. Programme for the rcform of the Hunganan 9.5

Statistical Information System

Total 1991 112.0

C.91
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LIST OF APPROVED PROJECTS BY COUNTRY

HUNGARY

HUNGARY 1992

Amount (MECU)
Agricultural Credit Channels 5.0
Project proposed July 1992 (MC 18)
Project Munager: Mrs R. Derichs
Environmental sector programme 10
Project proposed July 1992 (MC 15)
Project Manager: Mr 1. Staushwll
TEMPUS (sec Regional Approved Projects List) 16

Project proposed May 1992 (MC 16)
Project Manager: Mr. Kiipper




LIST OF APPROVED PROJECTS BY COUNTRY

LATVIA

LATVIA 1992
Amount (MECU)

General Technical Assistance Facility 13
Project proposed July 1992 (M 17)
Project Manager: Mr H. de Chavagnac

TEMPUS (see Regional Approved Projects List) 1.5
Project proposed May 1992 (MC 16)
Project Manager: Mr. Kiipper
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LIST OF APPROVED PROJECTS BY COUNTRY

LITHUANIA

LITHUANIA 1992

Amount (MECU)
General Technical Assistance Facility 9.0
Project proposed July 1992 (MC 17)
Project Manager: Mr I Hesse
Pivatisation and Small & Medium-sized Enterprises programme 9.5
Project proposed Julv 1992 (MC 17)
Project Manager: Mr I Hesse
TEMPUS (see Regional Approved Projects List) L5

Project proposed May 1992 (MC 16)
Project Manager: Mr. Kiipper




LIST OF APPROVED PROJECTS BY COUNTRY

POLAND

POLAND 1990

11

10.

12.

. Scctoral Import Programme for Animal Feed

and Animal Feed Additives
Project Manager: V Alliata

Environmental Protection Programme Phase |
Project Manager: H Stausbcll

Basical Technical Assistance Programme for
the Privatisation Agency
Project Manager: C Broekhuizen

. Sectoral Import and Technical Assistance

Programme for SME
Project Manager: P Mirel

. Establishment of Lines of Credit for Imports of Agricultural

Equipment and Equipment for the Food Industry
Project Manager: PHOS 2

Programme of Assistance for Developing Statistical Systems
Project Manager: PHOS 1

. Sectoral Import Programme for Plant Protection Products

Project Manager: PHOS 2

Programme for the Development of Rural Telecommunications
Project Manager: G Raad / M Franco

Programme of Assistance in the Field of Vocational
Education and Training
Project Manager: J Sanchez

Programme of Assistance for the Industrial Restructuring
Project Manager: PHOS 1

. Programme for Equity Investments in Private Enterprises

Project Manager: PHOS 1

Programme for the Dcvelopment of Foreign Trade
Infrastructure
Project Manager: PHOS 1

Toiai 1990

Amount
(MECU)

20.0

22.0

9.0

25.0

30.0

1.5

50.0

6.0

2.8

4.0

2.0

8.5

180.8




LIST OF APPROVED PROJECTS BY COUNTRY

MULTIDISCIPLINARY PROGRAMMES

Amount
(MECU)
MULTIDISCIPLINARY PROGRAMMES 1990
1. Multidisciplinary Fund 1 4.3
Project Manager: W. Simon
2. Multidisciplinary Fund II 4.4
Project Manager: W. Simon
Total 1990 8.7
MULTIDISCIPLINARY PROGRAMMES 1991
1. Multidisciplinary Fund III 3.6
Project Manager:
2. Multidisciplinary Fund IV 5.0
Project Manager:
Total 1991 8.6

TEMPUS (Trans European Mobility Programme for Higher Education)

. TEMPUS - Implementation of the Trans-Europcan Mobility
- Programme for Higher Education 1990 25.0
* Project Manager: J. Sanchez / TEMPUS Office M. Kipper

2. TEMPUS - Trans-European Mobility Programme for
Higher Education (Hungary, Poland, CSFR, Bulgaria, Romania
and Yugoslavia 1991) 55.5
Project Manager: J. Sanchez / TEMPUS Office M. Kiipper

3. TEMPUS - Technical Assistance Relating to the
Trans-European Scheme for University Studies (Hungary,
Poland, CSFR, Bulgaria, Yugoslavia) 3.0
Project Manager: J. Sanchez / TEMPUS Office M. Kiipper

4. TEMPUS (Regional Projects) 15.0
Project Manager: J. Sanchez / TEMPUS Office M. Kiipper

5. TEMPUS (Extension of TA) 2.6
Project Manager: M. Kiipper

Total 1990-1991 101.1




-

POLAND

POLAND 1991

10.

1.

12.

13.

14.

. Public Administration Reforms

Project Manager:

Environmental Sector Programme Phase Il (1)
Project Manager; H Stausb¢ll

. Advisory Support for Energy Sector Reforms

Project Manager:

. Municipal Development and Training

Project Manager: R Redmond

. Agricultural and Rural Development

Project Manager: V Alliata

Modernisation of Telecommunication Equipment
Project Manager: G Raad

Technical Assistance to the Transport Sector
Project Manager: E Mallinowska

Financial Sector Development
Project Manager: P Mirel

. SME Development in the Private Sector

Project Manager: P Mirell

Enterprise Restructuring, Privatisation and Demonopolisation

Project Manager: P Mirel

Socio-Economic Development in Poland
Project Manager:

Civic Dialogue Support Programme
Project Manager: R Redmond

Health Reform Programme
Project Manager: H Bougarde

Upgrading Education and Training in Poland
Proiect Manager:

Tatal 199

LIST OF APPROVED PROJECTS BY COUNTRY

Amount
(MECU)

4.0

35.0

3.0

3.5

17.0

5.0

2.0

16.0

6.0

50.0

18.0

3.0

20.0

1.0

183.5
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LIST OF APPROVED PROJECTS BY COUNTRY

POLAND

POLAND 1992

Amount (MECU)

Export development programme 10
Project proposed July 1992 (MC 18)

Project Manager: Mr P. Mirel

Tourism development programme 4.5
Project proposed July 1992 (MC 1§)

Project Manager: Mr P. Mirel

TEMPUS (see Regional Approved Projects List) 26

Project proposed May 1992 (MC 16)
Project Manager: Mr. Kiipper




LIST OFF APPROVED PROJECTS BY COUNTRY

ROMANIA

Amount
(MECU)

ROMANIA 1990

1. Medical Aid 11.5
Project Manager: J Rand

2. Crash Heating and Repair for Orphanages 3.0
Project Manager: J Rand

3. Medico Nutritional Programme for Children 1.4
Project Manager: M Houben
Total 1990 15.9

ROMANIA 1991

1. General Technical Assistance 22.0
Project Manager: R Daudin

2. Support for Restructuring the Healthcare System 25.0
Project Manager: S Christiane

3. Agricultural Inputs and Animal Feed Programme 25.0
Project Manager: V Alliata

4. Agricultural and Animal Feed Programme 9.0
Project Manager:

5. Surface Transport Sector Support 9.0

Project Manager:

Total 1991 90.0

Cc.99
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LIST OF APPROVED PROJECTS BY COUNTRY

ROMANIA

ROMANIA 1992

General Technical Assistance Facility
Project proposed May 1992 (MC 16)
Project Manager: Mr R. Daudin

Privatisation and Small & Medium-sized Enterprises programme
Project proposed March 1992 (MC 15)
Project Manager: Mr J. Sunchez

Development of the financial sector
Project proposed May 1992 (MC 16)
Project Manager: Mr J. van den Heuvel & Mr M. Priestley

Agriculture & agroindustry privatisation
Project proposed May 1992 (MC 16)
Project Managrer: Mrs R. Derichs

Environmental sector programme
Project proposed July 1992 (MC 18)
Project Manager: Mr H. Stausholl

SME development

Project proposed July 1992 (MC 18)
Project Manager: Mr R. Daudin

TEMPUS (see Regional Approved Projects List)
Project proposed May 1992 (MC 16)
Project Manager: Mr. Kiipper

Amount (MECU)

15

30

12

13




LIST OF APPROVED PROJECTS BY COUNTRY

SLLOVENIA

SLOVENIA 1992

Amount (MECU)
General Technical Assistance Facility 6.7
Project proposed July 1992 (MC 18)
Project Manager: Mr S. Da Venezia
TEMPUS (see Regional Approved Projects List) 23

Project proposed May 1992 (MC 16)
Project Manager: Mr. Kiipper

C.10




LIST OF APPROVED PROJECTS BY COUNTRY

YUGOSLAVIA

Amount
(MECU)
YUGOSLAVIA 1990
1. Financial Sector and Enterprisc Reform Programme 35.0
Project Manager:

Total 1990 35.0

YUGOSLAVIA 1991

PHARE in Yugoslavia was suspended in 1991




LIST OF APPROVED PROJECTS BY COUNTRY
REGIONAL

Amount
(MECU)

REGIONAL 1990

1. 1990 Proposal for ACE (Poland & Hungary).
(A Proposal for A Community Action for Co-operation
in the Field of Economics) 1.5
Project Managers: C. Hughes / D. Descoutures DG X1l

2. Joint Venture Support Scheme for Central and East
European Countries 20.0
Project Managers: M. Priestley /
J. Magnette DG XVIII-Luxembourg

Total 1990 21.5

REGIONAL 1991

1. Regional Programme of Customs Co-operation 5.0
Project Manager: S Christiane

2. Information Central and Liastern Lurope
Project Manager: 1.5

3. Regional Programme of Statistical Co-operation 3.0
Project Manager: S Seaman

4. 1991 Proposal for ACE
(A Proposal for A Community Action for Co-operation
in the Field of Economics) 5.0
Project Managers: C. Hughes / D. Descoutures DG XII

W

Regional Environmental Programme 20.0
Project Manager: H Stausb¢li

6. Programme for Nuclear Safety 1991 (Part II)
(Regional Facility) 3.5
I'roject Manapger: PHOS |

1. SHGMA 3.0
Project Manager:
8 Programme Régional d'Assurance Qualité 4.3

i'roject Manager: R Daudin
' Support tor the Connection of Universities and Research
Centees to the COSINE Network Infrastructure 2.5

i'roject Manag o7

Totrt 1991 47.8

C.103




LIST OF APPROVED PROJECTS BY COUNTRY

REGIONAL

REGIONAL 1992

PHARE Democracy programme

Project proposed May 1992 (MC 16)
Project Munager: Ms K. Fogg

TEMPUS (see country lists for breakdown)
Project proposed May 1992 (MC 16)
Project Manager: Mr Kiipper

Information to the CEECs
Project proposed May 1992 (MC 16)
Project Manager: Mr Ingher, DG X

Transport Programme
Project proposed July 1992 (MC 1)
Project Manager: R. Nilke

Energy Sector Programme

Project proposed July 1992 (MC 18)
Project Manager: Mr C. Hilz

Technical Assistance programme for telecommunications
Project proposed July 1992 (MC 18)
Project Manager: Mr G. Raad

Environmental sector programme
Project proposed July 1992 (MC 18)
Project Manager:Mr H. Staushall

Programme on industrial property
Project proposed July 1992 (MC 18)
Project Manager: Mr R. Daudin

Quality assurance programme
Project proposed July 1992 (MC 18)
Project Manager: Mr R. Daudin

Amount (MECU)

102 6

2.5

21

16
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The PHARE Indicative Programimes
1992

Since 1989, the EC PHARE programme has been a major force
assisting the countries of Ceatral and Eastern Europe (the
CEECs) to restructure and reform their economies.

This substantial EC effort - 1 billion ECU in 1992 - does not
provide direct support or funding to individual business
projects in the beneficiary countries. It is designed to help the
latter's governments implement the policies, strategies and
measures necessary for the reconstruction of their economies
and their successful transition towards a market economy.

PHARE's activities are therefore “demand driven®, responding to
the beneficiary states’ requests within the relevant framework
of rules and procedures.

The areas of cooperation are determined on an annual basis, since
PHARE funds are provided in the annual budget of the EC.
Approximatey 75% of the allocation is distributed among the
various (currently ninc) beneficiary countrics on the basis of
need, requests for assistance and the ability to absorb and
utilise this technical and financial assistance. 10 to 15% of the
allocation is spent on regional programmes (affecting three or
more countries), while 5 to 10% finances humanitarian aid.

PHARE funds are aimed at providing technical assistance, start-
up aids, infrastructural assistance and credits preferably in
non-commercial areas or sectors too risky for commercial
finance. There, their impact is most substantial, contributing
to the development of a climate favourable to private
investment and economic recovery.

A)_The PHARE annual programme cycle

On the basis of guidelines agreed with the EC Member States,
general allocations and strategies for PHARE Assistance are
worked out between the Commission's PHARE Operational
Service (PHOS) and the National Coordinators, which are
nominated by the recipient countries' govemments.
Beneficiary governments' requests are matched with the

Com_mission‘s assessment of needs and, of course, available
funding.

The discussions result in agreement on the general direction of
PHARE assistance in each country for the year in question,
including the identification of the core sectors and the
amounts to be allocated to each of them. The results are
recorded in the Indicative Programme.

Following these _discussions, ific  technical support
programmes {alling within the framework of the Indicative
Programme are identified by the recipient country and PHOS,
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often with the help of consultants. The natgre and scale of
PHARE interveation is defined and laid down in a Financing
Proposal submitted to the Management Committee of the EC
Member States for opinion. The CommissSion then adopts a
financing decision and a Financing Memorandum is signed by
the Commission and the beneficiary country's government.
The support programme is then ready to be implemented.

DICATIVE . ES: ?

The Indicative Programmes act as general master plans which
provide the Commission and its national counterparts with the
necessary guidelines and parameters for programming in the
year ahead.

Although a separate indicative programme is drawn up for each
recipient country as a formal document, signed by both parties
and with sums allocated to individual sectors, the financial
committments are provisional. They do not allocate in any
legally binding way any funds to any individual project.

ICA MES: ?

It is worth repeating that the Indicative Programmes give the
business community at large only a general idea of the sectors
for which beneficiary countries have specifically requested
PHARE assistance.

It must be bome in mind that PHARE is only one of several
major financing institutions active in Central and Eastern
Europe. Others may be involved in financing projects in
sectors not included in a PHARE Indicative Programme.

The PHARE Indicative Programmes thus do not provide a
complete picture - of the ongoing reform processes or
underlying policies in recipieat countries.

They do not provide an in-depth assessment of a country's
economic performance or an indication of its business rules.

They do not act as a reliable pointer to opportunities.

D) THE INDICATIVE PROGRAMMES: some observations

In 1990, PHARE funds were allocated in response to the
immediate situation and with short term needs in mind.

With time, experience and a refinement in procedures, a different
approach had evolved by 1991. Core sectors were re-defined
so that effectiveness would not be lost by dispersal over too
many projects.

4V Hd
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It was decided o base programmes on a two year perspective
whenever possible 50 as to better concentrate on the long term
infrastructural requirements of economies converting (0
market principles.

The following priorities were identified and emerged as core
sectors:

* the restructuring of state enterprises:

* the modemisdtion of financial services;

* the promotion of the private sector, with the emphasis
.on small & medium-sized enterprises;

* the development of labour markets and the social
sectors.

Provision was made for the establishment of:

* the supporting governmental services and institutions;

* legal and regulatory frameworks, crucial if private
industry is to become mdependcnt of economic aid
initiatives.

F) The 1992 Indicative P in each

When comparing the indicative programmes, it must be borne in
mind that they reflect each country's specific situation,
policies and needs. The recipient countries joined the PHARE
programme at three different times over the past three years,
the latest additions being Albania, Estonia, Latvia and
Lithuania (which joined in December 1991). Accordingly,
different groups- of recipients, each at different stages of
restructuring, have evolved. Yugoslavia, although included in
the Programme by Council Regulation 2698/90, no longer
benefits from PHARE assistance , aid having been suspended
in November 1991. Preparations are being made to extend
PHARE aid to Croatia and Slovenia. Other states may be
included after they achieve recognition by the Community and
demonstrate a continuous adherence to democratic and market
principles.

Despite the differing situations, policies and needs among the
recipient countnies, there are some common arcas of
. concentration in their development programme

* The establishment of legal and institutional
frameworks.

* Institutional development, including the modernization
of public administration and greater accountability at
both local and national level.

* The growth and development of civic society and
social dialogue.

* The development of human resources, especially in the
context of educational reform or co-operative schemes
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such as TEMPUS (Trans-European Mobility
Programme for University Studies).

* Increased emphasis on science and technology.

* The provision of effective means of investment
promotion and means for channeling investment funds
to firms in need of them.

Lastly, efforts will be made by both the EC and the recipient
country's authorities to enhance complementarity with other
sources of assistance from G-24 bilateral donors as well as
from other international financing institutions.

Albania
Background

Albania is in the worst economic and social situation of all the
PHARE countries. Although the new Albanian government is
decply committed to change to a market economy, especially
under the new prime minister, M. Berisha, the state of the
country is such that it will require special care from PHARE and
other international organisations for quite some time. The
government is currently selecting the key sectors of the economy
and the priority industrial enterprises targeted for aid so as to
restart production, which is at a virtual standstill. This is not an
easy task as there are no longer any spare parts in the country and
disruptions are widespread. Furthermore, the food supply
situation is bad and is unlikely to improve soon: coming harvests
are not expected to cover more than a fraction of needs. As a
result, the majority of PHARE funds (15 MECU) have been
allocated to promote reform of the agricultural sectors, with the
remaining 10 MECU going to technical assistance for economic
reform programmes.

Albania: PHARE Assistance in 1992

Total commitment in 1992 25 MECU
Sector MECU
¢  Agriculture: 15

the funds will be used to buy emergency
supplies of seed and animal feed products.

*  General Technical Assistance Facility (GTAF): 2.8
used for SMEs, privatisation and finance.

*  General Equipment Facility (GEF): 6.0
the GEF has been merged with GTAF. Funds will be used to supply
equipmens 10 the transport, health,
public administration and customs services.

* TEMPUS 1.2

More than 30 MECU have already been used by PHARE for
humanitarian aid in order to supply much-needed spare parts and
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raw materials which will enable industrial production to tick over
in the short term.

Background

These three countries:, acquired independence and obtained
international recognition in mid to late 1991. Until recently, they
were part of the former Soviet Union's centrally planned
economy. As a result, all three face common problems. Since
functioning political institutions, a professional civil service,
financial infrastructures and a proper legal system are all essential
requirements for the establishment of a democracy run on market
principles, their most immediate challenge lies in acquiring
functioning and impartial institutions.

EC Assistance to the Baltic States began in 1991 under the
Technical Assistance to the USSR programme (TAUSSR, now
known as TACIS: Technical Assistance to the Commonwealth of
Independent States). PHARE has taken over the management of
the programmes for the Baltic States, as decided by Council
Regulation 3800/91.

TAUSSR commitment in 1991; 15 MECU
1991 breakdown:

Estonia:  the core secor was agricultural, with an emphasis on land
reform, agricultural co-operative development and institutional

support for the Ministry of Agriculture. 4 MECU
Latvia: core sectors were maritime transport, agriculture and energy.
5 MECU

Lithuania: core sectors were agriculture; maritime transpors systems;
sectoral studies on other transport systems, energy reform:
preparation of an energy saving plan, preparation of a safety
plan and safety assessment of the Ignalina nuclear power plant.

¢ MECU

Regional: technical assistance 10 the financial and industrial sectors
Jor to the three central banks, the three Ministries of Finance
and expert legal advice for institution building. Project details
will be prepared in conjunction with the IMF. 2.1 MECU
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Estonia, Latvia, Lithuania: PHARE Assistance in 1992

PHARE assistance to the Baltic States in 1992 (45 MECU, of
which 26 MECU are provided by TACIS) will support the
formation of the legislative and regulatory framework for a
market economy in the core sectors.

PHARE assistance will also support preparatory tasks in key areas
such as the labour markets, social security, customs, statistics,
and public procurement.. -

The priority sectors of energy and the environment will also be
supported.

This leads to the following targeting breakdown:

Sector Estonia Latvia Lithuania
MECU MECU MECU
Total commitment in 1992 10.0 15.0 20.0

*  Privatisation and
Euterprise
restructuring 3s 4.5 9.5

*  Banking and reform of

the financial sectors 2.8 3o 3s
* TEMPUS 1.0 1.5 LS
¢ Co-operation and

coatinuation

of 1991 projects - 20 -
*  Social Sector - 13 2.0
*  Other sectors 3.0 2.7 s

lgari mani
Background

In 1991 Romania and Bulgaria both received significant
humanitarian and emergency aid (medical supplies, animal feed).
This approach will be less important in 1992. Financial support
will continue to be given to a limited number of suppl

programmes with specific objectives (farming, health etc.) Wth{
are aimed at overcoming transitional difficulties experienced
during the adjustment period.

ddVHd
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Bulgaria: PHARFE Assistance in 1992

Bulgaria's 199! Indicative programme incorporated a two-year
perspective. Consequently, the 1992 Indicative Programme
emphasises the same core sectors. A new element will be to
develop the role of civic society. This will be achieved by
favouring the involvement of local government and of non-
governmental civic associations and organisations. Such bodies
may include trade unions, employers' organisations, professional
organisations, consumer bodies etc.

Total commitment in 1992 90 MECU
The breakdown for the two-year period 1991/1992 is as follows:

Sector _MECU

* Enterprise restructuring & privatisation 20
to finance advisory inputs to the Ministry of Industry,
Trade & Services; consultancy & audit services for large
state emterprises; a facility for the implemensation of
privatization; an SME support package.

14dVHd

* Integral regional conversion and trade unions 2.5

*  Agriculture 10 * *
assistance for the development of private farming, import of * e
inputs; technical assistance for land reform, pricing & trade * *
policy; training; the creation of a commodity exchange, and a * 4 %
pilot project for the restructuring of collective farms.

L ] E‘w 8
energy conservation & efficiency; environmenial .
impact of thermal generators, training in economic

analysis & investmens.
*  Nudear Safety 3s
* Environment 1.5

monitoring: air pollution, water quality, radiation, data
processing; policy developmens.

¢ Health care (part 1) 18
(part 2) 10.5
general assistance 1o improve standards; development of new
financing procedures & resource management sysiems.

9AI1RDIPU|

* Telecommunications 3
restructuring: separation of regulatory & operasional
Jfunctions, management, training, sariff reform ac.

* Transport 1
*  Human resources 8
TEMPUS and ACE
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Romania: PHARE assistance in 1992

In Romania preliminary steps taken in the 1991 GTAF (General

Technical Assistance Facility) will be developed into full scale

sectoral programmes. Special attention will be given this year to

developing agriculture, industry, the social sector and vocational
ining.

Total commitments in 1992 130 MECU
More specifically, PHARE assistance will break down as follows:

Sector MECU

¢  Industrial restructuring and privatisation 30
support the National Agency for Privatisation (NAP)
and the Private Ownership Funds, which will together
provide aprivatisation and restructuring credit
line for commercial companies.

¢ Small and medium-sized enterprises 10
including integrated training programmes, network
building besween government and local structures and
possible credit or guarante schemes.

*  Social sector 15
labour market restructuring, including retraining, social
services (pensions, unemployement benefis, health insurance
and systems). Also development of social dialogue.

*  Agriculture 32
including a Policy Unit for the Ministry of Agriculture;
the creation of alternative marketing channels, commodity
markets and information systems, restructuring of
agroindustries, including distribution systems, 10 be
supported by the NAP (supra). Also some emergency supplies.

¢ Eavironment 5
including the elaboration of a national strategy and
policy planning; preparation for monitoring programmes.

* Banking and Finance 5
Jollow-up to 1991 GTAF; restructuring and organisation of the
Central and commercial banks; development of capital markets.

*  Human resources 14
continuation of TEMPUS, ACE ec. Establishment of an
International Management Foundation to be set up
with G-24 bilateral donors.

*  General Technical Assistance Fadlity (GTAF) 19
10 finance preliminary technical asistance steps in
the following domains: energy: policy, planning,
integrated energy saving programme, including
connection 1o neighbouring supply nerworks; tourism:
training, product development and promotion,; local
government: institutional suppor, telecoms: policy
development, modernisation of systems, and sciensific research.
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Poland, Hungary and the CSFR
Background

Association Agreements were initialled by these countries with
the EC on 16 December 1991. These countries, the pathbreakers
of reform and restructuring, are at a more advanced stage of
development. As a consequence, they are now experiencing the
anticipated problems of-high debt, inflation, unemployment and
the loss o}) social safety nets. Their third set of indicative
programmes reflects the desires of their governments to alleviate
the resulting social problems. Inter-regional co-operation between
heavily industrialised regions is encouraged, especially in the
CSFR.

Further efforts will be made to strengthen complementarity with
other sources of grant and loan finance, notably from G-24
bilateral aid, the World Bank, the EBRD etc.

The CSFR: PHARE Assistance in 1992

Total commitments in 1992 100 MECU

The breakdown of PHARE aid for 1992 is as follows:

Sector MECU

* Privatization, restructuring and private sector development: 31
direcs operational support provision (in particular for SMEs)
by an enterprise restructuring fund which will provide:

- limited capital for selected enterprises when
Justified by long~erm economic and social
benefits such as energy conservation;
- help for aspects such as company reorganisation,
marketing and product design,
enlargement of the current loan guarantee fund and small
loan fund for SMEs, extension of the pilot programme of
local enterprise agencies and sasellite BICs (Business
Innovation Centres); promotion of exernal investment
t0 increase foreign direct investment.

*  Civic Society Development: 2
In 1991 both the SME and labour market restrucsuring
programmes in the CSFR encouraged the growth of NGOs.
In 1992 PHARE will support the establishmens of a Civic
Development fund to boost similar organisations.

¢ Energy:
In 1991 the energy programme concersrated on the
diversification of primary fuels and energy sources.
In 1992 PHARE will support advice on regulatory instisutions,
electricity pricing and regional planning, the consinuasion
of the 1991 programme; the run-down of the brown coal industry;
speeding up diversification through planning gas linkages 1o
alternative sources; and connection of the national grid to
Europe’s continenial grid.
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Tedecommunications:

PHARE in 1991 almed to reorganise telecommunications into
profitable commercial enterprises and manage postal services
effectively. The 1992 programme will continue the development
of these ideas.

Education:

PHARE 1992 will support education sector reforms, especially
in secondary education; curriculum developmens; teacher
training method reforms, particularly in languages, institutes
responsible for sclence and technology; and further reform of
administration and financial systems.

TEMPUS 92:
Continuation and enlargement of 91 TEMPUS programme.

GTAF 1992:
This multidisciplinary facility will be used to fund steps in:
Financing and Banking (5 MECU),; Public Administration and Local

10

Governmens (2 MECU); Statistics (2MECU); Health Care Management(4

MECU); Social Security (2 MECU),; Transport (2 MECU); Trade
Promotion (4 MECU); Standards, including support to the Patents
office (2 MECU); Agricultural and food production (3 MECU).

Hungary: PHARE Assistance in 1992

Priorities include establishing the institutional infrastructure for a
market economy and strenghtening the entrepreneurial basis of
Hungarian society. Further, the development of human resources,
the integration of social factors and the need to alleviate the
adverse social and regional effects of adjustment are considered.

Total commitment in 1992

The breakdown of PHARE aid for 1992 is as follows:

100 MECU

Sector MECU

Restructuring of the Economy: 11
Privatisation and SME programme: the 1991 programme'’s

declared policies will be continued; further support for

the Local Enserprise Agencies will be granted; and a Stateholding
Company will be established (still under PHARE 1991).

Financial Sector: 5
Enhancement of rural credit facilitles; continuation of
land registration projects.

Infrastructural: 15
Upgrading of the siatistical system,
irtegration of R&D networks.

1dVHd
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Strengthening & restructuring of public administrations: 5
following SIGMA, the regional programmme for the reform of
Public Administration established in late 1991, PHARE assistance
in 1992 will aim 1o establish modern administrative systems in:
financial management and accountability; central government
information network; a professional and cost effective civil
service; and improvement of local government.

Regional and Local Development: 10
action in the North East priority areas; strengthening the

Regional Development Facility (RDF),; development of
inter-communal co-operation.

Development of Human Resources: 26
developing action programmes for the social and

occupational insegration of disadvantaged groups,

supporting the National Council for the Reconciliation

of Interests; developing employment and training and new

youth training curricula (with IBRD) around Budapest.

TEMPUS 16

Eavironment, Energy and Infrastructure: 10
PHARE in 1991 aimed to provide policy formulation

and legislation. In 1992, PHARE will provide: Support

to strengthen the Central Environment Protection Fund;
administrative support to establish environmensal charges

and taxes; and the preparation of specific investments and

Jfunding of pilot projects focusing on environmental improvements

in energy conservation and transport.

Poland: PHARE assistance in 1992

Four issues are being prioritized by the Polish Government:
economic restructuring, association with the FEuropean
Communities, the development of human resources and the
environment.

Total commitments in 1992 200 MECU

The breakdown of PHARE assistance in 1992 is as follows:

Sectors MECU

I. Economic restructuring:

STRUDER:

Structural development in selected regions 60
to complement the 1990 & 1991 PHARE programmes

by focussing on regional development in those

paris of the country most severely affected

by change: boosting productive invesiment, supporting

SMEs, coordinating local and national actions.

C.115
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EXPROM: Export promotion

policy and institutional framework developmens;
design and implemensation of a separate operational
programme, support for cooperation with foreign
partners, product development and marketing.

TOURIN: development of the tourist industry
support for the modification of the legal,

structural and institutional framework; strategy
developmens; financing of special advisory services;
initial assistance with promotion, marketing,
training, product development esc.

APRICOT:

Agriculture - privatization and cooperatives

support privatization and restructuring of the sector by
breaking up large units, improving management,
supporting the new Agency for State-owned Agricultural
Property, further support of cooperatives and
cooperative banking.

LIS: Land Information System

support the development of a land market by improving
land registration, information and cadastral systems.
Includes the provision of technical assistance, training
equipmens.

SUPEC:

Support to economic strategy and the

creation of the Ministry of Economy - Phase I
technical assistance to law reform, restructuring

and fusure operations of the Ministry; training,;
support to public agencies. Implementation to

be coordinated with SIGMA and OMEGA programmes.

SIERRA:

Support to the implementation

of the Europe Agreement - Phase I

The Europe Agreement is a tool designed to promote
the convergence of Polish laws, institutions and
regulations with those of the EC. Technical assissance
will be used 10 assist public administration, training
will be provided for experts and officials and

a monltoring xystem will be Installed

Development of human resources:

MOVE: Modernization of vocational education
support 1o complete the design of new curricula, assist in
srial implemensation; support local initiatives.

TESSA: Teaching & Education

in Strategically Significant Areas

SSAs are business administration, public administration,
law, economics, languages, European studies and
environmental studies. The programme will support
innovation by competitively funding proposals

made by educational establishmenis.

10
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TEMPUS
LAMBDA:
Local administration management
building and development

aim: to train about 1,000 regional and local civil servants.

SCI-TECH: L

Support for science and technology sector reform
support the pruning, consolidation and reorganisation
of the existing research institutes network; assess

the auditing procedures of the State Commisee for
Scientific Research; elaborate policy support;

supply equipment; promote cooperation with EC
research institutes; retrain displaced scientists.

. Eavironment
strenghtening of ecological education

GTAF: General Technical assistance facility

Institutional reform and support in: public finance
managemens; labour &social policy; financial institutions,
intellecsual property; regional development and energy saving.

Reserve fund
to be allocated by 15/9/92, mosily 10 SIERRA.

N. B.:

Indicative programmes for the
former Yugoslav Republics
and the regional programmes are not yet

available.

They will be published in due course

5.5

18

10

14
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PREAMBLE TQ PHARE

In order to provide support to the process of economic and social reform to the
countries of Ceatral and Eastern Europe, the Commission passed Council Regulation
(EEC) No. 3906/89 in December 1989 with the objective of providing Community
aid to Poland and Hungary (heace the acronym PHARE: Poland-Hungary Aid for the
Reconstruction of the Economy).

By Council Regulation (EEC) No. 2698/90 of 17 septembre 1990, the above
regulation was amended to include Bulgaria, the CSFR, the former GDR, Romania
and Yugoslavia.

The PHARE Council Regulation No. 3906/89 was further amended by Council
Regulation (EEC) 3800/91 of 23 December 1991 in order to extend economic
assistence to Albania, Estonia, Latvia and Lithuania.

The objective of PHARE is to provide systemic reform whilst the beneficiary
countries change from planned to free market economies.

The priority sectors set out by Article 3 of the regulation for support are: agriculture,
industry, investment, energy, training, environmental protection and trade and
services, particularly in the private sector. PHARE funds may also be used to
provide humanitarian aid.

Individual priority sectors for each country are agreed at the beginning of each year
by the National Authority in the relevant country in dialogue with the Commission.
An overall indicative programme is laid out.

The Sectoral Programmes have clear policy reform objectives. All projects and
programmes for which PHARE funds are solicited and approved must be submitted
to the Commission by the competent authorities of the recipient country.

The 1990 budget contained pfovision for 500 MECU.
The 1991 budget contained provision for 785 MECU. R
The 1992 budget contains provision for 1,000 MECU.
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PROJECTS DECIDED AT THE
16TH MANAGEMENT COMMITTEE MEETING
held on 20 May 1992

Agriculture and agroindustry privatization, Romania
Sector: Agriculture
Funding: 12 MECU
PHOS Project Manager:- Mrs Derichs
Implementing authority: Ministry of Agriculture

Financial sector development, Romania
Sector: Financial
Funding: 5 MECU
PHOS project managers: Mr Van den Heuvel, Mr Priestley
Implementing authority: National Bank, Ministry of Economy and Finance

General Technical Assistance Facility, CSFR
Sector: multidisciplinary
Funding: 30 MECU
PHOS project manager: Mr Fiillenbach
Implemeanting authority: Bureau for the Coordination of Foreign Assistance

General Technical Assistance Facility, Romania
Sector: multidisciplinary
Funding: 16 MECU
PHOS project manager: Mr Daudin
Implementing authority:

PHARE Democracy programme, Regional
Sector: civic sector
Funding: $ MECU -
PHOS project manager: Mrs Fogg
Implemeanting authonity: PHOS 3

TEMPUS, Regional
Sector: eductaion & vocational training
Funding: 102.6 MECU
PHOS project manager: Mr Kipper
Implementing authority: ministries of education

Information to the CEECs, Regional
Sector:
Funding: 2.5 MECU
project manager: Mr Ingber, DG X
Implementing authority: DG X, Commission of the European Authorities
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PROJECTS APPROVED AT THE

17th MANAGEMENT COMMITTEE MEETING
ly 1992

Energy sector programme, CSFR
Sector: infrastructure (energy)
Funding: 4 MECU
PHOS project manager: Mr C. Hilz
Implementing authority: Federal Ministty of Economy

Financial sector development, Estonia
Sector: GTAF - multidisciplinary
Funding: 9 MECU
PHOS project manager: Mr H. Abbott
Implementing authority: Ministry of Economy

General Technical Assistance Facility, Albania
Sector: Multidisciplinary
Funding: 4.4 MECU
PHOS project manager: Mr S. Chnistiane
Implementing authority: Ministry of Economy and Finance

General Technical Assistance Facility, Latvia
Sector: Multidisciplinary
Funding: 13.5 MECU
PHOS project manager: Mr H. de Chavagnac
Implementing authority: Ministry of Foreign Affairs

General Technical Assistance Facility, Lithuania
Sector: Multidisciplinary
Funding: 9 MECU
PHOS project manager: Mr F. Hesse
Implementing authority: Ministry of International Economic Relations

Nuclear safety (Kozloduy) technical assistance programme, Bulgaria
Sector: energy - eavironment
Funding: 3.5 MECU
PHOS project manager: Mr. G. Raad
Implementing authority: Energy Committee of Bulgaria

Privatisation and small & medium-sized enterprises programme, Lithuania
Sector: Privatisation and SMEs
Funding: 9.5 MECU
PHOS project manager: Mr F. Hesse
Implementing authority: Ministry of economy
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ROMANIA

AGRICULTURE AGRICULTURE AGRICULTURE

1. IDENTIFICATION

Country : Romania

Programme : Privatization of agriculture and agroindustries
Years 1 1992

EC Contribution : 12 MECU

Sector Classification : Agriculture

Responsible Authority : Ministry of Agriculture

2. SUMMARY

This 1992 PHARE programme considers the resolution of the infrastrcutural
problems which are locked into the current systems of farming and processing of
agricultural products in Romania to-day which prevent her from maximising her
very rich agricultural poteatial.

Before restructuring and privatisation could begin in these sectors action had to be
taken on two levels. Firstly, a legislative framework had to be set up which was
capable of inititating the decollectivisation of the Co-operatives of Agricultural
Producers (CAPs), the restructuring of State Farms and the reparcellling and
redistribution of land, hence The Land Law of Feb 20 1991, The Privatisation Law
and the Law on Commercial Societies. At the same time however, before structural
reform could be addressed, 'urgcm intervention of the EC through PHARE had to
be sought simply to keep the sector afloat in 1991.* Supplies of animal proteias, and
equipment for the production of animal feed (25 MECU)in April 1991, and import
supply of consumables, spare parts and replacement for agro-industry (9 MECU in
November 1991).

Dominant issues inherant in the agro-processing sector included the creation of non
state marketing channels and price liberalisation

EC PHARE Action 1992 will focus on four core activities;

. Assisting the Ministry of Agriculture to develop an agricultural policy and
mplement the land reform progranune in accordance with the new Land Law,

(3 MECU)

The Policy Unit set up under the 1991 PHARE GTAF (SMECU) programme will
consider in particular price policy and price and trade liberalisation.

The Land measurement and registration process assisted by PHARE in 1991 will be
expanded by providing further training and computerising data management and
providing equipment (plotters/toprographic equipment) and also legal technical
assistance to prepare and interpret the vast body of new land legislation.

Technical, Financial and Legal Assistance to Private Farmers;(3 MECU)
This component will shift emphasis away from the large scale production advice

currently imparted to farmers and give greater importance to economics (accounting,
manzgement, development of investment plans). On the whole Romanian farmers
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are well educated good specialists but have little if any individual farming eXpenience.
There will be special linkage with Marker information system

pilot project (infra) for those farmers in hilly and mountainous areas who were never
collectivised (accounting for O.5 mio ha of the 15 mio agricultural land , 600,000
households of 2.8 million).

Legal Technical Assistance is envisaged to elaborate the Law on Agricultural Co-
operatives, the establishment of credit and guarantee facilities and an agricultural
insurance system. ’

Establishment of Private (non state) distribution systems and Commodity
markets (4 MECU).

Alternative marketing channels; Although the government has lifted official price
control on freely available agricultural products (ie not bread, sugar, edible oils etc)
it still has de facto monopolies especially in distribution. Ministry of Trade have
developed a distribution Master Plan focusing on the small scale farmer. PHARE
financed expertise will give technical advice on how to realise its aims. Wholesalers
and retailers will receive TA including information on cold storage, freezing,
bandling of foodstuffs and shopfitting.

Market Information System; The Ministry of Trade curreatly produce a weekly
journal giving prices for key agncultural commodities in selected provinces. This
component foresees the development of a MIS via a network of computers which will
gather data and transmit over Romanias 41 districts , and report the information to
the media daily in a way which will be accessible to the farmers and agricultural
industry as a whole. (Equipment provision foreseen);

Continued support to the reorganisation of Agro Industries (2 MECU)

Under the 1991 GTAF a long term plan to restructure the agri industries (

suitable for presentation to International Financing Institutions) is underway. It
concentrates on the key food processing industries meat, dairy, edible oils fruits and
vegetables and animal feed.
PHARE TA in 1992 will organise a seminar to preseat the results of the 1991 study
to an intemmational audience of potential investors. It will also consider in detail the
delivery system, company auditing, and the reorganisation and re-training of
management.

Implemented in cooperation with the Department for Food Processing Industries and
the National Privatisation Agency.

Could in the future be extended to Fisheries.

3 PROGRESS IN IMPLEMENTATION

PIU to be attached to the Ministry of Agniculture.

Other Donors; World Bank (Critical Imports Programme 180 US$), Bilateral Aid;
FR, UK, NL, DL

Project Manager Raymonde Derichs.
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All PHARE Countries

DEMOCRACY DEMOCRACY DEMOCRACY

1. IDENTIFICATION

Country : all PHARE countries

Programme : Support for Civil Society -
Democracy programme

Years 1 1992

EC Contribution : 5 MECU

Sector Classification : non specific
Responsible Authority : European Commission

2 SUMMARY

The general aim of the PHARE democracy programme is to contribute to the
introduction of pluralist democratic procedures and practices and the rule of law as
accepted in the EC with a view to supporting the overall process of economic and
political reform in the CEEC.

More specifically, the programme will aim to support:

a) the acquisition of knowledge and techniques about democratic practices and
techniques and the rule of law by relevant bodies and professionals in the EC.

b) the strengthening of local associations and institutions which by their vocation
can make a continuing coatribution to the promotion of the pluralist democracy.

The Democracy programme is designed to be complementary to various bilateral and
multilateral aid operations and also to the PHARE programmes to promote an open
society.

It will co-finance projects submitted by both public and private NGO bodies which
bring together partner organisations in the CEEC and at least two Member States.

The Programme is launched in response to the wishes of the E\iropean Parliament
and will give concrete expression to commitments laid down in the European
(Association) Agreements and CSCE connnferences.

3 PROJECT IN IMPLEMENTATION

The project will be run by a grant aid facility on a pilot basis to provide one off non
reimbursable grants (estimated average 100000 ECU, total grant not exceeding 70 %
of entire cost of project) to support micro projects submitted by both private and
public bodies in the Member States or the CEEC. The projects should be self
contained operations which indicate a coherent set of activities, clearly defined
operational objectives and a specific duration (not exceeding twelve months).
Research projects and one off conferences should normally be excluded.

All projects should have an EC dimension, involving partner organisations in at least
two Member States or.. a Transnational body based 1n the EC. In all cases there
should be a partaer body in the CEEC whether public or prnivate.
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Cross party political initiatives could be considered.

Examples of the type of project envisaged by DEMOCRACY 92 are techniques in
drafting and implementing humaan rights legislation, training for the legal profession,
TA to develop intenal decentralisation and democratic structures in political
parties, TU's etc, or assistance to legislate for a responsible free press.

Submissions are likely to be requested by the autumn of 1992.

Project proposed at the 16 PHARE Managemeat committee of May 1992
Project Managed by K FOGG/ E VALLI

Background to Civil Democracy Programme;, The initial decision by the EC
together with the G 24 countries in 1989 to assist the countries of Poland and
Hungary was based on the hypothesis that economic and political reform were inter-
dependent. One of the fundameatal tenets of the Europe agreemeats signed with
Poland, Hungary and the CSFR in December last year (1991) is the commitmeat by
all parties to “strengthea the political and economic freedoms which constitute the
very basis of the association™ Explicit reference is made to the link "between the full
implemeatation of the Association and the actual accomplishment of political,
economic and legal reforms on the other,”

The three signed Association Agreements make provision for financial co-operation
through (inter alia) PHARE to achieve the above eads. To extead the principle to
the other PHARE countries on the basis of our adherence to the Helsinki principles
and the political declarations accompanying the receatly signed EC Trade and Co-
operation agreements with the Baltic States and Albania, seemed to be the next
logical step. Some legal instruments are, therefore available to implement projects
designed to strengthen civil society and democracy. Furthermore, the protection of
democracy, rule of law, human rights and fundamental freedoms salso features in its
own right as part of Community foreign policy * see Title V Article J1 in the
conclusions of the Maastricht Treaty.

To illustrate the point, the effect of an enthusiastic and conscieacious government
implementing econmic reform is considerably limited if the public administration and
political system cannot easurc informed debate, timely decision making and
appropniate allocation of human and financial resources. Effective and legitimate
public administrations and political systems, which are critical to the success of
economic reform also need to be transpareat; a further factor to be taken into
account along with new systems of accountability and legal redress accessible to each
individual citizen.

NB It is clear that the difficulties of economic transition are placing strains on
democracy - the laterst Eurobarometer survey (Jan 92) reveals a drop in support for
democratic structure in all of the CEECs. The complexities of institution building
and political reform coming to terms with the past, finding places for extant
minorities, giving rights to the deprived, all affect the facility with which the
requisite political consensus and stability for a satisfactory base for economic reform
can be rcached. It 15 therefore crucial to support and nurture the basis for the
democracy programme.
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COMMISSION Brussels, July 1992
OF THE EUROPEAN
COMMUNITIES

DIRECTORATE - GENERAL
EXTERNAL RELATIONS

PHARE Operational Service
Unlt 3

PHARE DEMOCRACY PROGRAMME

Please find attached the information note* and the model format for
applications regarding the PHARE Democracy Programme that has just been
launched by the Commission of the European Communities. The deadline
for applications for grants is 31 October 1992.

Could you please circulate this information amongst interested parties
and organisations. Enquiries and requests for additional copies of the
information note may be addressed to:

Commission of the European Communities
Directorate General for External Relations
PHARE Operational Service - Unit 3

PHARE Democracy Programme

Karen FOGG / Emilio VALLI / Eva EBERHARDT
Rue de la Loi 200 (B-68)

B-1049 Brussels

* Will be available in French and German shortly.

Rue de la Loi 200 - B-104% Brussels - Helgium

------- exchangas 299.11.11 - Telex COMEU R 271877 - Teleqraphic addreee COMEUR Rruseele - Telefax 299.02.03
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INFORMATION NOTE

* The PHARE DEMOCRACY PROGRAMME is a new 5 million ECU grant-aid pilot scheme,
launched in July 1992 by the Commission of the European Communities as part of its PHARE
programme of assistance to support economic and political reforms in Central and East European
Countries (CEEC:s). It forms part of the European Democracy Initiative of the European Parliament.

e The main aim of the programme is to coatribute to the development of pluralist democratic
procedures and practices and the rule of law.. The programme will give concrete expression to
commitments by the EC and the CEECs to promote democracy and the rule of law, respect of human
rights and freedom of association which have been enshrined in the Europe Agreements, as well as in
the context of successive CSCE conferences.

e While Western attention and assistance has been focused largely on the creation of market
economies in the CEECs, support is also required to help establish the political, legal and civic
institutions which are crucial to achieving the political consensus and stability required for economic
reforms. In addition to work on economic restructuring and policy reforms, PHARE has begun to
provide assistance for the reform of public administration, for local government development and for
strengthening civil society. The Democracy Programme, which will seek to complement these and
other bilateral or multilateral aid operations, will co-finance projects submitted by both public and
private bodies bringing together partner organisations in the CEECs and in Member States of the
European Community.

The Phare Democracy Programme will cover the following countries: Albania, Bulgaria, Czech
and Slovak Republics, Estonia, Hungary, Latvia, Lithuania, Poland, Romania and Slovenia.

e The specific objectives of the PHARE DEMOCRACY PROGRAMME are to support

a) the acquisition of knowledge and techniques about democratic practices and the rule of
lIaw by relevant bodies and professionals in the CEECs;

b) the strengthening of local associations and institutions which, by their vocation, can make a
continuing contribution to the promotion of a pluralist democracy.

* The following themes illustrate the kind of projects that might be supported:

- techniques of drafting, debate, amendment, budget accountability etc. -
training programmes with parliamentarians and elected representatives in local
and regional governments;

- technical assistance in drafting and implementing human rights legislation, particularly
minority rights and guarantee of equal treatment, including training for the legal profession
and confidence building measures with minority communities;

- technical assistance in developing internal decentralisation and democratic structures in
political parties, trade unions and other major representative bodies;

- techniques of objective journalism, assistance on legislating for a responsible
free press;

- support for local information and education campaigns on human rights and the
practice of democracy, production of materials, media programmes, etc.



» Eligible projects must involve both East and West European organisations acting in partnership to
achieve a European Community dimension. Therefore, projects should involve either two or more
partner organisations in different Member States, or a transnational body based in the EC; and these
should be engaged in a cooperative project with a partner body in at least one of the CEECs.

Projects should be seif-contained operations with clearly defined operational objectives, target groups
and planned outcomes; they should also indicate a coherent set of technical assistance and training
activities, and have a specific duration (normally not exceeding 12 months). Projects of a partisan
nature or involving one single party will not be eligible (though cross-party initiatives are
encouraged). One-off conferences and research projects would normally be excluded unless part of a
broader project.

* Grants will be provided to co-finance projects submitted by public or private bodies in the Member
States or in the CEECs. Grants are intended to cover technical assistance and training costs.

In the cases of local bodies in the CEECs, launching costs (small equipment and initial overheads)
might also be financed.

In principle, grants will not exceed 70% of the total estimated cost of a project. The minimum grant
awarded will normally be 50,000 ECU, but this may cover a series of sub projects with different
partners in different countries.

* Applicants should have a proven record of activity in areas related to the Democracy
Programme. Applicants and partner bodies should be non-profit making and be based in the
EC or in the CEECs.

*Application for funding:

Organisations wishing to apply for co-financing under the present grant-aid facility should provide a
complete project dossier set out according to the MODEL FORMAT FOR CO-FINANCING
APPLICATIONS. All partners involved in a project should indicate their agreement to the detailed

project proposal and budget.

* Timing:

- submission for funding should reach the Commission by the 31 October 1992
- applicants will be notified of the Commission's decision in December 1992

- contracts should be concluded in January 1993

- first payment may be expected as from March 1993

Payments (normally in ECU) will be made in three instalments: 50% within sixty days following the
signature of the co-financing agreement, 25% following the approval of a mid-term progress report
and the balance within sixty days following approval of the final report and financial statement.
Recipients should have a proper accounting system allowing for financial control and audit by EC
authorities.

A copy of the standard contract used by the PHARE DEMOCRACY PROGRAMME may be obtained
on request.

¢ Grant applications (3 copies) should be sent to the following address:
Commission of the European Communities

Directorate General for External Relations

PHARE Operational Service 3

Karen FOGG

Rue de 1a Loi, 200 (B-68)

B-1049 Brussels

¢ For further informatioa and inquiries please contact:
PHARE DEMOCRACY PROGRAMME

Eva EBERHARDT or Emilio VALLI

Tel: +(322) 299.20.21/299. 20.14

Fax: + (32 2) 299.16.66/299.17.00

Brussels, August 1992
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PHARE DEMOCRACY PROGRAMME

MODEL FORMAT FOR CO-FINANCING APPLICATION
Applications should be maximum 8 pages, not including annexes.

I. IDENTITY OF PRINCIPAL APPLICANTS
Please give the following details of all partner bodies (ie. bodies at least one CEE and two EC

countries or a transnational EC body) involved in the project:
- name

- postal address

- telephone and fax numbers

- status, aims/field of activity

- staffing

- contact person

Enclose any relevant publications or reports.

II. DESCRIPTION OF PROJECT

Please indicate:

- title, area of activity, target groups (numbers, selection process), context, objectives

- detailed activities foreseen

- expected outcomes

- viability ( how will the activity/organisation etc. continue when co-financing ends, how will the
acquired/new skills be used or transferred etc.)

- timetable

III. PROJECT ORGANISATION

Please indicate:

- numbers of staff and experts involved (all partner bodies)

- their tasks, qualifications, location, terms of employment ( paid/unpaid, duration etc.)
- method of organisation, form of co-operation between partner bodies

- any promotional or information activities planned in relation to the project

IV. BUDGET
1. Detailed breakdown of project costs (in ECU):

- personnel - in EC countries
- in CEE countries
- secretarial and administrative costs
- technical assistance/training ( distinguish fees, travel etc.)
- translation/Interpretation (specify)
- equipment/material
- supplies/consumables
- others (specify)

2. Please specify the source and amount of applicants' share of financing:
- OWn resources

- donors - public or private

- others

3. Budget summary (in ECU):

- total

- community contribution (not more than 70%)
- contribution of all partners

V. CONTRACT INFORMATION
Please indicate the following information:

- organisation responsible for the financial administration of the project

- name and function of the person authorised to sign a co-financing contract with the EC

- bank details: name, address, account number into which Commuaity contribution should be paid
- name of the contact person for the application

Brussels, August 1992



CSFR

ENERGY ENERGY ENERGY ENERGY ENERGY

1. IDENTIFICATION

Count : CSFR

Programme : Technical Assistance to the Energy Sector
Years : 1992

EC Contnibution : 4 MECU

Sector Classification : Energy

Responsible Authority : Federal Ministry for the Economy

2. SUMMARY

The 1991 PHARE Energy programme to the CSFR provided technical
assistance from a High Level policy advice unit, which was based in the Federal
Ministry of Energy, in order to develop an Energy Policy concentrating on the
increase of efficiency and development of environmentally sound practises. 40 years
of uncertain energy policy have lead to an energy intensive heavy industry sector
and a very high consumption of carbon based fuels both of which lead to serious
environmental problems.

Aspects of this policy reflect the principles of the European Energy Charter to which
the CSFR is a signatory.

EC/PHARE Technical Assistance to the Energy Sector in 1992; The Policy
unit will continue to assist the governmeat of the CSFR to implement the basic
strategy of the Energy Policy they have developed together and to elaborate
further Energy Policy Formulation. Particular atteation will be paid to;

Regularatory measures and the division of administrative responsibilities in the energy
sector ie management structures, regional bodies and training of personnel;
(following up the 1991 PHARE study, on the Development of Regularatory
Institutions, Processes and Methods for Power, Natural gas and the Heating Sector);

The development of a pricing and taxation policy which takes into account market
conditions and the possible collapse of certain enterprises,

The examination of the future structure of the coal and mining industry.
The Federal Energy Agency will supervise the progress of energy enhancemeat in

accordance with detailed policies and goals they have set (based on the long term
goals of the CSFR Energy Policy document).

Energy Supply Diversification EC/PHARE 1992;
Two major EC financed studies will;

(i) consider the optimal configuration of energy imports (oil 2nd gas) into the CSFR
in the future, and potential future energy grids. (Bearing in mind that the CSFR is
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very suitable for energy transit)

(i1) in order to reduce dependence on brown coal techniques of bonification and
gasification of coal will be examined (what is this) Fossil power plants will be closed
down .The economic impact of these discoveries will be assessed.

Regional Energy Planning EC/PHARE 1992;

Under the PHARE 1991 PHARE/ENERGY programme analyses of energy planning
in different sectors were carried out in Most,(North Bohmemua - chemical and coal),
Ostrava (North Moravia - iron and engineering) and Ziar n Hronom (Ceatral
Slovakia - Aluminium). Further action can be taken under PHARE 1992 depending
on the analysis.

Under PHARE 1992, the regions of Prague and Bratislava will be examined and
close attention paid to coal substitution, district heating, and transformation of heat
only plants to co-generation plants.

Training EC/PHARE 1992; Seminars and traineeships will be provided for selected
personnel in the energy sector.

Energy Efficiency EC/PHARE 1992; The EC/PHARE studies on Energic
efficiency tn Buildings and Industry begun under the 1991 programme will continue.

(1) Buildings;  will continue its pilot projects in selected schools and hospitals
These focus on decreasing Energie consumption by retuning technique and
organisation in these important sectors. The 1991 Energie audits will be included.

(it) Industry; will concentrate on high impact - low expenditure projects which result
in substantial Energie savings. Particular attention will be given to the Energie
efficiency of drying technologies ; (current consumption is estimated at 10 to the 8
GJ pa)

3. PROGRESS IN IMPLEMENTATION
Proposed to the 17 PHARE Management Committee of July 8 1992.
The Project Implementation Unit was set up in March 1992 under the 1991
programme.

Other Donors; 1991 Projects: EC/World Bank; Least Cost Development
Planning Study;

EC PHARE 1991 Study: Developmeat of Regularatory Institutions, Processes
and Methods for Power, Natural gas and Heating Sector.

Implementation to be concluded before the middie of 1994.
Project Manager, C HILZ/G RAAD
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ROMANIA

FINANCE FINANCE FINANCE FINANCE FINANCE “

1. IDENTIFICATION

Country : Romania

Programme : Developmeat of the Finance Sector
Years 1 1992

EC Contribution : S MECU

Sector Classification : Banking & Finance
Responsible Authority : National Bank
Ministry of Economy & Finance

2. SUMMARY

As suggested by the title of this programme the modemisation and development of
the financial sector in Romania will be the key objective of this programme. The
programme follows on from the preliminary steps undertakea in the 1991 GTAF (6.6
MECU) which concentrated on strategic needs studies for the most essential
legislative and institutional structures in the field. Together with the Romanian
authorities a programme has been drawn up which will catalyse reforms in banking,
taxation, governmental budget and treasury. It is hoped that this will lead to the
development of the private sector development, mobilising of domestic systems and
ultimately foreign investment.

The four componeats of the programme will be divided as follows

1) Technical Assistance to the National Bank
2) Technical Assistance to the Commercial Banks (independent??)
3) Technical Assistance to the Ministry of Economy and Finance

Since the performance of the banking sector has direct impact on the growth of the
economy and development of the private sector ,foreign investment and mobilisation
of the use of domestic savings a de facto two tier banking system has been up and
nunning (complete with legislation) in Ronmania since May 1991, This means that
the National Bank of Romama functions as a Central Bank determining monetary
policy and supervising banks managing external and domestic debt, developing capital
marktets and introducing a national payments system, while the portfolios of the
former State Bank have been transferred to independent (non state owned)
Commercial banks. (which the six 77?77)

EC PHARE ACTION: National Bank; In accordance with the 1991 PHARE GTAF
Strategic study the National Bank of Romania will receive technical assistance to
perform its new functions (supra) in the form of expertise, consultancy services and
training.

Further Strategic studies to restructure the Savings Bank and Co-operative banking
sectors are foreseen.

EC PHARE ACTION: Commercial Banks; The aim in this sector is to restructure
the banks so that their formerly specialist activities are transformed into universal
banking with a client base extended to both individuals and enterprises. PHARE
GTAF 1991 provided for operational audits of four of the major commercial and co-
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operative banks. The ensuing institutional and strategic diagnoses will provide an
outline for PHARE technical assistance over the next three years. Bank training,
strategic advice and the development of information systems to modemise banking
operations are on the agenda for this programme.

Other Donors; World Bank

EC PHARE ACTION: Ministry of Economy; GTAF 1991 has financed & study
which will recommend modem structure to the Ministry. It is also intended to
identify areas where technical assistance needs will be required in the future. The
1992 programme will in particular provide expertise to resolve needs in planning and
management of government budget, treasury and macro-economics. PHARE will also
develop departmeatal informatics systems within the Ministry which will (inter alia)
improve internal communication and management.

EC ACTION: Accounting Law 1993; This comprehensive Law which is due to
come into force in January 1993 embraces(inter alia) reporting, book keeping,
disclosure, publication, auditing and also for the establishment of an autonomous
(regulatory???) body of expert accountants. Based on a PHARE strategic study,
technical assistance will complete the legislative framework, establish the necessary
training structures, develop the existing profession and provide some equipment and
materials in order that this deadline can be met

.3 PROJECT IN IMPLEMENTATION

The PIUs set up under the 1991 GTAF in both the National Bank and the Mof
EF will continue to be responsible for the day to day running of the programme
including preparation of invitation to tender.

Both units are staffed by Romanian counterparts and a PHARE funded programme
administrator.
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ALBANIA

GTAF GTAF GTAF GTAF GTAF GTAF

1. [IDENTIFICATION

Country : Albania
Programme : GTAF
Years 1 1992

EC Contribution : 4.4 MECU

Sector Classification : Multidisciplinary
Responsible Authority : Ministry of Economy and Finance

2. SUMMARY

This is the first major econmic structuring PHARE project in Albania since it
was included in the PHARE programme in December 1991. Previous Communnity
assistance to this country has been of humanitarian or emergency nature (see table).
The use of the GTAF as a flexible financing mechanism occur to advantage in this
the first Albanian PHARE GTAF. Reform strategies are to be developed in the
areas of SME , Privatisation and restructuring, financial sector, tourism, customs and
health.

The PHARE 1992 ALBANIA GTAF SME component (1.3 MECU); The PHARE
Programme will provide the SME sector with short and medium term solutions to
current problems. Earlier this year PHARE put into action an additional 0.8 MECU
pilot project (from the 1991 multidisciplinary fund) , set up pilot Business Advisory
Ceantres which would function in co-operation with the Chamber of Commerce and
provide access to a credit facility (0.3 MECU of the 0.8 MECU) to import raw
materials, spare parts, and small machinery for newly privatised SME.

The initial steps of this pilot measure were considered sucessful and so the Albanian
authorities in consultation with the SME Unit in charge of the above have decided
to go on with reform in this sector. The Community's PHARE programme will
finance this SME project , continuing with the above micro-loan for start up
equipment, as well as establishing a new one from this GTAF ( for 0.8 MECU of
the 1.3 to be allocated), a credit expert to provide managerial technical assistance in
its current and future running(O.1 MECU) , an SME expert for the supervision of
further instution building (framework and bodies necessary for active growth 0.2
MECU) and support to the Business Advisory Centres (equipment, development of
training resources etc 0.2 MECU).

Privatisation and Restructuring in Albania in 1991 ; A PHARE financed report
containing recommendations on the strategy for Privatisation and Restructuring in
Albania, has been approved by the Ministry of Economy and Finance. It is likely
that the privatisation of the Albania State Enterprises will be by traditional methods.
Mass privatisation was recommended given the current state of the economy but
plans have yet to be finalised. Privatisation will taken place in strategic sectors which
will be identified by fuiure PHARE fiananced scctoral studies.

The PHARE AUBANIA GTAF 92 Privatisation component (0.8 MIECU). will
oversee the restructuning of certain companies which are up and running and 1n the
business of exporting. This should result in at least some flow of foreign currency.
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Financing of management contracts for some State Owned Enterpases and training
at a managenial level of selected companies on how to run management in a market
economy will also be managed under the privatisation component.

Privatisation's legal framework will be revised via technical assistance to the National
Agency for Privatisation and preparatory steps for other pilot privatisations overseen.

Responsible Authority for Privatisation; Ministry of Economy and Finance;

The PHARE ALBANIA GTAF 92 Financial sector component (500,000 ECU);
Policy advice and long term expertise have been requested by the Ministry of
Economy and Finance in the fields of taxation, accounting, and assistance to the Bank
of Albania.

Taxation; In order to meet the nising costs of public expenditure increasing and
different demands will be made on Albania’s system of revenue collecting and
administration. Reducing the role of the State, while opening the economy will also
also lead to the emergence of potentially large numbers of private sector taxpayers.

PHARE will assist (in consultation with other IFI and notably the IMF) by providing
experts on tax administration, turnover tax and training of tax officials (up to 18 man
months)

Accounting; Using the French Plan Comptable as a base, the Hungarian and
Bulganan authorities have been re-drafting their Accounting Laws which will also be
used in Albania. PHARE will provide further drafting assistance and advice in the
development of training programms.

Banking; In the former Albanian State bank, there was po separation of
responsibility between central and commercial bank, nor a proper mandate for a
central bank.

Currently, the IMF is co-ordinating a programme of technical assistance to transform
the State Bank of Albania into a fully fledged central bank, one step towards which
was the recent law deeming the Bank of Albania The Central Bank. Following the
recommendations of the IMF which were developed by a team of consultants from
6 Western European Banks, PHARE and the UNDP will each provide one resident
expert for the Bank. PHARE's expert will be known as The Monetary, Foreign
Exchange and Banking Operations Facilitator (supervision and training).

PHARE GTAF 92 ALBANIA Tourism component (0.2 MECU); The EC
following the results of two studies begun in May 1992, one conceming the
improvement of the legal and institutional framework for tourism development in
Albania (EBRD) , the other strategic guidelines for investors developing coastal sites
(EBRD plus PHARE funded environmentalist) financed

a second PHARE expert from the multidisciplinary fund to \denufy the training needs
of the tourism sector, and a third expert on-retainer to assist in the evaluation of
offers from the from potential investors.

UNDER The PHARE ALBANIA GTAF 1992 tourism component: A
complementary study on guidelines for the development of non—coastal sites, general
tounst promotion and basic training activities for managers and employees has been
suggested to the Ministry of Home Trade and Tournsm as activiuies under the PHARE

facility. Some training activities working on the results of the above study are
foreseen.

PHARE GTAF 1952 ALBANIA VARIQUS (equipment); (1.6 MECU)

(Administrazi.. E yurpment, Customs equipment, Health equipment)
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Administration (0.7 MECU); Globally speaking the situation concerning equipment
in almost all sectors is fairly critical. PHARE will finance the supply of basic office
equipment to the Ministries since problems are encountered there even finding such
things as the simple pencil sharpener, and such unsustainalbe administrative
conditions would obviously impede the reform process.

PHARE will be sending buses (see transport programme of supplement 11) as well
as supplying fax machines, photocopiers, and PC’s.

Customs (0.2 MECU);The opening of the borders, will cause, if nothing else,
vulnerability to drugs and fraud at customs, reported a PHARE fact-finding
misston in February this year, since there is non existent basic euipment for
detection, communication (within the country and also internationally) and transport.

PHARE will provide this vital equipment to act as the practical complement to the
theoretical, organisational and legislative changes proposed by the PHARE Regional
Customs Co-operation Programme.

Health (0.7 MECU); A survey of medical equipment made by the WHO in July
1991 found that the average age of the medical equipment in Albania is 25 years old,
and that purchase needs of the sector fall dramatically short compared to need.

PHARE will provide basic equipment for the main hospitals in Tirana as a
complement to the TA to the Health Ministry already being undertaken.

PHARE is the major importer of finished and unprocessed pharmaceutical products
to Albania .

The Ministry of Economy and Finance will be responsible for the management,
installation and proper use of the equipment provided under this component.

3 IMPLEMENTATION

Project Proposed at the 17 Management Committe meeting of July 1992
Project Manager J Sanchez
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CSFR

GTAF GTAF GTAF GTAF GTAF GTAF GTAF

1. IDENTIFICATION

Country : Czechoslovakia

Programme : General Technical Assistance Facility II
Years 1 1992

EC Contribution : 30 MECU

Sector Classification : Multidisciplinary
Responsible Authority : Bureau for the Coordination of Foreign Assistance

2. SUMMARY

The general objective of the GTAF 11/92 is to assist the Czechoslovak government

to develop appropriate sector reforms in areas where market oriented legislative

policies and appropriate institutions are required and where the necessary amount
~ of external (PHARE) support does not justify a separate system of management.

GTAF Il 1s a flexible fund which will be used for financing short and medium term
technical assistance measures in the areas of finance and banking, transport, trade
health social security public administration and agriculture. The funds may also be
used to cover the foreign exchange costs of equipment if integral to the projects.

An astenisk denote projects which build on GTAF 1 projects.*

& R

Financial Sector® (5 MECU) : GTAF 1 is providing for feasibility and design
studies in Banking training, Export guarantee schemes, Banking supervision,
accounting etc. Permanent support is foreseen for some of these areas in GTAF IL.

Under GTAF Il A State Treasury will be introduced to improve capacity 1o manage
“state expenditure and improve the information system of the Ministry of Finance.
New training structures will be set up for insurance companies.

Transport* ( 2ZMECU): GTAF I has reviewed in the transport field, inter alia,
" transport management , human resources, Ministry of Transport organisation and

transport legislation; also bankable projects ie pre-investment and user charges studies
“in road transport (with other IFI's).

‘GTAF Il will restructure and when appropriate privatise the major state enterprises
for transport (rail, intercity and urban) and consider infrastruciural priorities for
invesiment planning (feasibility studies and environmental impact evaluations).

_;Trade Promotion (8 MECU)* including customs, UN/EDIFACT, Chamber of
“Commerce, Standardisation, Industrial Property protection,Statistics.

a  UN/EDIFACT (Electronic Data Interchange for Administration, Commerce and
Transport).

‘At the current time most transactions in the CSFR are by paper. GTAF 1 will ensure
the coherence and integration of Electronic Data Interchange (EDI) in the CSFR with
the current Western European approach as defined by TEDIS (Trade Electronic Data
Interchange Sy -tem) .nd implement and disserinate the results of a number of pilot
projects (1n pe.tictla (o SME’s)
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b) Customs* (3 MECLJ) GTAF II will work on the results of the feasibility study
set up in the GTAF I of 1991 to set up a data processing system which includes the
procedures for import and export, customs automatisation, and the application of
combined Nomenclature and integrated tariff as used in the EC. (Linked with the
Regional Programme for customs co-operation 1991).

¢ The Czechoslovak Chamber of Commerce (CCCI); (0.5 MECU) is setting up a
network of regional offices throughout the country for which GTAFII will provide
support in the form of planning and devising an appropriate commuaication system.

d Standards* (1.5 MECU). In line with the Association agreements the GTAF Il
will provide for voluntary and mandatory standardisation to improve compatibility
with the international community and heace export prospects and at the same time
protect the consumer and the environmeat. Proposals include the purchase of
hardware, software and related training for processing standards and disseminating
them efficiently. Key equipment for testing laborotaries for export quality will also
be provided.(Linked with the Regional programme for Quality Assurance)

e Industrial Property (0.5 MECU) The Federal office for Inveations (FOI) in
conjunction with the European Patent Office is drawing up a five year modemisation
plan linked to a detailed investment schedule. The new IP Laws of 1991 will result
in eventual Czechoslovak accession to the Pateat Co-operation Treaty. The resultant
(considerable)

modemisation of equipment and training which will be required by the FOI will be
provided by the GTAF Il.

f Statistics (2 MECU) TA and training are provided for the design and
implementation of statistical techniques, methodologies and information technology
(hardware, software, training) under the Regional Programme for Statistical Co-
operation. Following recommendations from the Eurostat office, the GTAF will
(i)convert the present system, (ii) extend and develop the system hardware, (iii) set
up a training programme. A steering group will be set up for this programme.

g Social Sector development (4 MECU) Health; New legislation on the broad
framework of reforms has been adopted and efforts are concentrated on the
implementation of the financing of a new system including health insurance and a
new managment structure. The GTAF Il will also concentrate on providing a
network of advisory centres for primary health care and developing information
systems for health promotion and monitoring health insurance systems.

PHARE SME loan facilities will be accessible to GPs to allow the setting up of
private practices.

Social Secunity (ZMECU*) Thus sector is well supported by the GTAF I which has
been used to develop social security systems; their computerisation at republic and
distnct level, the design of a family benefit and social assistance system and other
topical issues.

GTAF Il will establish appropriate financing mechanisms and support institution
building in the sector.

Public Administration (1 MECU) Following SIGMA basic civil servant policy 1s
being redesigned and reformed. The GTAF If will provide further national TA in
the form of study visits, seminars etc and ia particular envisages setting up a public
administration training system.

Local Government (1 MECU) GTAF 11 will extend and intensify the training system
and continue to assess the needs set up and exposed by the GTAF |
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Agriculture (3 MECU ) In the main GTAF II will set up a wide ranging sector study
to find alternatives activities to agriculture in the unprofitable marginal areas and
reduce ecological damage to soil, food and water. Following this there will be a
regional planning study for diversification in the marginal areas; assistance in the
ecolosisation of agriculture and the developmeat and implementation of a training
programme.

3 Implemeatation

The Federal government in December 1991 set up the Bureau for Foreign Aid Co-
ordination which forms the liaison secretariat for the two republics and the
Intemational Financial Institutions. The Council is curreatly chaired by Mr Viadimir
Dlouhy Federal Minister for the Economy.

For the puroposes of PHARE the Bureau houses a special GTAF unit which will be
responsible for the overall management of the GTAF programme.

Project Proposed at the 16 Management Committee meeting of May 1992
Project Manager J Fuellenbach
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LATVIA, LITHUANIA, ESTONIA

GTAF GTAF GTAF GTAF GTAF

1. IDENTIFICATION

Country : Estonia, Latvia, Lithuania
Programme : General Technical Assitance Facilities
Years :

EC Contribution
Sector Classification
Responsible Authonty :

2. SUMMARY

The GTAF has proved to be an invaluable enabling device in development
finance which permits the financing of short and medium term technical assistance
to core areas and more limited exploratory studies and prognoses in other sectors
central to the overall establishment of an independent and sustainable market
economy.

The three Baltic States secured international recognition as independent states
in September 1991. Due to their similar size and history they share similar problems
in the scope of economic reconstruction.

General Technical assistance facilities are to be set up in all three countries.
An emphasis on creating opportunities for co-financing and complementary doaor
assistance will be high on the agenda for all three GTAF.

Banking and Financial Sector reform

Reform in these sectors is crucial to ensure effective privatisation, SME development
and investment promotion programmes.

BANKING

In all three countries, Central banks of all EC Member States are expected to-play
a prominent role.

LITHUANIA 1992 GTAF: Banking (1.6 MECU): representatives of the banking

profession in Lithuania will receive from PHARE technical assistance to:

- (i) establish a training programme for the Nationa! bank of Lithuania (long term),
and focus on the short term needs to "train the trainers” in some of the Central and
Commercial banks and help the authorities concemed to identify options for their
restructuring requirements;

- (1) develop a legal framework for the codex of accounting rules for the banking
sector. Legal consultants will be provided to ensure the legal texts and codes are
developed in a manner which is both coherent and which allows recourse to EC
experts. The legislation should be inspired by similar EC legislation. A review of
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accounting standards and their future will take place.

Co-ordination: IMF (especially with regard to the bank accountancy project).

LATVIA 1992 GTAF: Banking (1.5 MECU): This componeat is for these purposes
identical to the Lithuanian Banking Sector programme parts (i) and (ii) described
above.

Additionally, the Latvian Investment Bank, established last year with the help of
EC/PHARE/TACIS assistance to provide long term credit for SMEs, will continue
to receive support on an ad hoc basis.

Other Donors; Nordic Investment Bank and EBRD.

ESTONIA 1992 GTAF: Banking (1.1 MECU): This component addresses the same
elements as the Lithuanian banking sector programme parts (i) and (ii).

Estonian banks will also be encouranged to forge links with European banks through
this TA.

Other Donors; IMF,EBRD.

FINANCIAL

In all three countries, the setting up the Treasury offices will draw upon the expertise
of the national finance administrations of the EC Member States.

Provision for basic training equipment and the design of relevant data systems (long
term) for information exchange between taxation, customs and the budget
Departments as well as Ministries are foreseen in the Taxation component.

LITHUANIA 1992 GTAF: Financial (1.5 MECU): With special regard to the
introduction of a national currency, PHARE Assistance will conceatrate on the
establishment of a Government Treasury and the introduction of fiscal reform. The
Treasury will be geared up to monitor foreign debt obligations and to control public
expenditures.

A new fiscal policy will be required to decelerate inflation and keep public
expenditure within targets. The tax administrations will also have the difficult

task of maintaining levels of tax collection whilst introducing more market oriented
taxes such as VAT as well as winding up the traditional state enterprises tax base.

LATVIA 1992 GTAF: Financial (1.2 MECU): This component is for these purposes
identical to the Lithuanian financial sector component.

Other Donors: IMF.

ESTONIA 1992 GTAF: Financial (1.2 MECU): This componeat is for these
purposes identical to the Lithuanian financial sector component.

In particular, the Estonian government has expressed a desire to boost the human
resources of the tax administration with provision in the programme for

organisational changes and staff motivation.

Other Donors: IMF, EBRD.
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Privatisation and small & medium-sized enterprises

For a summary of the projects considered, please see the attached Lithuanian SME
Project Summary.

LITHUANIA 1992 GTAF: privatization & SMEs (9.5 MECU ): In addition to the
9 MECU committed for the Lithuanian GTAF.

LATVIA 1992 GTAF: privatization & SMEs (3.5 MECU)

ESTONIA 1992 GTAF: privatization & SMEs (4.5 MECU)

Promotion of foreign investment
LITHUANIA 1992 GTAF: promotion of foreign investment (1 MECU)

LATVIA 1992 GTAF: promotion of foreign investment (0.5 MECU) (From the
Privatisation and Restructuring Programme)

JdV Hd

ESTONIA 1992 GTAF: promotion of foreign investment (0.2 MECU)

Foreign investment could play a vital role in providing capital, technology,.
management, knowhow and access to international markets. These factors will in x
turn facilitate privatisation of state enterprises, and accelerate overall modemisation x 7 ¥
and expansion. Due to the comparatively small size of the countries and their
previous total dependency on the former USSR (90 % of their current trade) it is
imperative that they develop individual economies which are outward and LR
internationally orieated. The Baltic states have many advantages, but one major
disadvantage which they suffer from in comparison with their older PHARE
colleagues (which were Soviet satellites rather than part of the Union) is that they
lack national institutions and their accompanying frameworks. All this has been
noted by the foreign investor and so even though all three Governments have been
active in liberalising price control, protecting foreign and domestic investment and
enacting foreign investment laws, certain unknown risks stalk the interested
international business community.To examine the foreign investment climate in
accordance with the wishes of the governments of Lithuania, Latvia and Estonia, the
PHARE GTAF programme will provide advisory assistance in the following areas:

- (1) Policy Framework
- (ii)  Investmeat Promotion
- (i)  In Latvia and Lithuania only: Trade Development (Tourism)

These three diagnostic studies should identify impedimeats on the FDI climate, and
preseat recommendations for any future advisory and technical assistance.

SJd1LV1S
Q11L1V d

- (i) Policy framework.

A study for the development of a Foreign Exchange policy to facilitate foreign
currency transactions including foreign trade and repatriation of capital and profits;
the policy of ownership of equity and land; a trade policy to support access to human
resources; the access to local financing; fiscal and incentive policies which will attain
national economic development and industrial objectives and stimulate private
investment; safeguards against expropriation for the investor and the protection of
intellectual property rights are examples of the kind of policies which will be studied.
PHARE will assess policies and regulatory and administrative frameworks as they are
relevant to the FDI climate in each state, placing the baltic states within the context
of the global economy.
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- (i) Investment Promotion.

A National Investment Promotion effort should encourage FDI in privatisation, trade
diversification and industrial modemisation. PHARE will examine the current
facilities available and ascertain through the individual government agencies their
intended objectives. Recommendations will be made, bearing in mind the experience
of other couatries, as to which promotion activities are most suitable and what roles
the government and private sector should play in the future. The varying financial
committmeant allocated by each country reflects its own governmeat priority as well
as geographical area. )

- (i1i) Tourism.

Additionally, Latvia and Lithuania have set aside 150,000 ECU to support
improvements in hotels and the training of travel ageats.

Labour market development

There are a growing number of people in the Baltic states who are experiencing
social hardship as a result of the changes taking place in their economies, in
particular with the restructuring of industry and the various privatisation
measures. The Governmeats of the Baltic states wish as a matter of priority to remain
abreast with the increasing unemployment resulting from the change in economic
practices and to enhance the employment opportunities of eatrants to the labour
market. For the most part the projects of the three countries in these field (labour,
health, social security) are similar but where the Lithuanian government has decided
to target certain specific disadvantaged groups in order to provide social services, the
Latvian and Estonian governments are developing elements of a national social
security system.

LITHUANIA 1992 GTAF: labour market developmens (2 MECU)

The Lithuanian Ministry of Labour will receive from PHARE technical assistance
to design policies and strategies which will eaable it to restructure its labour market
and its training (secondary vocational schools) and retraining ( unemployed) systems,
which are currently linked to state-owned institutions. The PHARE programme will
also seek to guide and supervise the development of an effective labour market
administration drawing on a network of labour exchanges, staff training for placing,
the promotion of job mobility, career counselling services and the implementation of
active employment measures. Lastly, specialist measures such as local job creation
initiatives and local welfare programmes are foreseen for specific groups (the
handicapped or those with obsolete skills) and/or those in areas of Lithuania which
are especially badly hit.

LATVIA 1992 GTAF: labour market development ( 0.7 MECU)

For most of this component the measures to be initiated under the 1992 PHARE
programme are identical to those of the Lithuanian PHARE/LMD programme above.
Additionally, the design and implementation of an appropriate data processing system
for the network of labour offices and staff training for those using it is foreseen.
Social secunity reform to ensure eg unemployment benefit, and other social protection
schemes will also be considered.

ESTONIA 1992 GTAF: labour market development & social security (0.6 MECU)

Labour Market Development (300,000 ECU):

May 1992 saw some 10,000 unemployed Estonians being handled by a network of
20 local labour offices supported by only one central office. Forecasts say that this
figure could rise to 70,000 - 80,000 by Sentember. The programme will initiate
similar measures to improve the Labour Market netwo.k as those proposed for
Lithuania and Latvia.
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Social Security Sector ( 300.000 ECU):

With the assistance of PHARE a new employer/ employee contribution scheme (inter
alia) will be introduced to finance the new measures and benefits aimed (initially) at
those groups which have been hit the the hardest by the changes in industry and
privatisation initiatives.

Public Admini ion

Over a limited domain, notably Public Admiaistration and Environment (see next
section), the priorities of the governmeats of Latvia and Estonia diverge from those
of the governmeat of Lithuania. Both the PHARE Regional Customs and Statistics
programmes (which have been in progress in the other PHARE countries for somue
time) were extended to the three states in December 1991 shortly after their inclusion
into the PHARE programme.

The objectives of the customs and statistics components under the Latvian and
~Estonian 1992 GTAFs will be to complement the assistance given under the Regional
Programme, particularly in the field of staff training by supplying limited amounts
of audiovisual, and inspection equipment; "There is clearly some difficulty to be
encountered whea training 2 Customs official to use a complicated X ray machine
when he has never seen one; and little sense in doing so unless he is going to have
access to one” This is the type of equipment which will be provided. The
Departments of statistics will receive equipment for data processing and collecting
and for general training.

LATVIA 1992 GTAF: customs, statistics and public procurement (1 MECU):

The breakdown is as follows: Customs(400,000 ECU), Statistics (500,000 ECU) and
Public Procurement (100,000 ECU)

The Latvian government have also asked PHARE for technical assistance to enable
the development in Latvia of rules and systems for public procurement which
conform to intemnational and EC standards. The establishmeat and concept of
financial accountability is also introduced under this componeat.

ESTONIA 1992 GTAF: customs and statistics (0.7 MECU):

The breakdown is as follows: Customs (350,000 ECU), Statistics (350,000 ECU)

Environment

LATVIA 1992 GTAF: environment (700,000 ECU)

Technical assistance will be provided to the Ministry of Environment for a global
national policy and staff training. Several pilot studies are foreseen.

ESTONIA 1992 GTAF: environment (250.000 ECU)

The Estonian Ministry of Environment aided by its 19 focal environmental boards
is currently responsible for environmental protection and the management of
minerals, water, fisheries and forestries, with an independent Chief Inspector of
Nature and Environmental Protection to identify environmental problems. The
institutions have no overall regulating framework so that standards vary considerably
between units. PHARE Technical Assistance to the Ministry of Environment will
provide policy advice, restructure the staff training system and identify opportunities
for environmenial protection, testing the policies eventually by means of pilot
projects.
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Health _sector

LITHUANIA 1992 GTAF: health (1.0 MECU)

Advice assimilated under the 1991 PHARE programme will be elaborated and
continued by means of studies and technical assistance in the areas of: reorganisation
of the health sector, development of a national health policy and management
strategy, health insurance and' other financing mechanisms, and drug policy
(legislation pricing policy pharmaceutical control, distribution strategy).

LATVIA 1992 GTAF: health (600,000 ECU)

A similar componeat to that of Lithuanian Health . In particular PHARE Assistance
to the Latvian Health sector will especially focus on finding a strategy for suitable
ways to finance and implemeant a "THEALTH For ALL" concept. Of note, health
insurance will consider contractual relations between providers of health care and the
consumer.

Agriculture
LITHUANIA 1992 GTAF: agriculture (0.6 MECU)

This will consist of national agricultural and food reform strategies which make use
of domestic and imported resources in an open market. Wherever possible, private
farmers and rural enterprises will be eligible to receive advisory and financial
assistance under the SMALL AND MEDIUM ENTERPRISES DEVELOPMENT
PROGRAMME and possibly from PRIVATISATION INITIATIVES. Pilot projects
which cover cadastration requirements provision of business and technical advisory
services for private farmers.

LATVIA 1992 GTAF: agn'c.ullmz (700,000 ECU)

Activities concentrate on the promotion of agricultural productivity, improvement of
farmers’ access to financial extension and technical services and to foreign curreacy
for imports of agricultural inputs and machinery. Studies under the TAUSSR 1991
programme included the introduction of the rural banking stuctures, demonopolisation
of equipment supplying industries, development of a market in farm land and review
of the curreat food production and distribution chain. These studies will be continued
under the PHARE LATVIAN componenet of 1992. Furthermore, provision will be
made for additional studies of the reform of the agricultural extension services and
implementation of a market in land.

Energy
LITHUANIA 1992 GTAF: energy (0.6 MECU)

Lithuania has no significant naturai energy sources and relies heavily on imports,
mainly from the CIS. For electricity, it is integrated in the electricity grid of the
North West of the CIS and actually has a generating capacity double that of domestic
demand. Lithuania is therefore a major exporter of electricity. TAUSSR & PHARE
Assistance in 1991 developed a national energy strategy (in particular cost pricing
based on demand and supply investigations) and provided technical assistance to the
Ministry of Energy which will be continued under the 1992 GTAF in order to
strengthen its implementation capacity and provide requisite training. A safety
assessment study of the Ignalina Nuclear Power plant was also initiated. Short term
strategy work based on securing energy supplies for the forthcoming winter will also
form part of this programme.
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LATVIA 1992 GTAF: energy (500,000 ECU)

EC funded experts were seconded to the Ministry of Economy in 1991 for the
purposes of strategy planning. This component has similar objectives to the
LITHUANIAN componeat and particular atteation will be given to the application
of the findings of the studies on energy saving and restructuring in the
sector.Supplies for the forthcoming winter will similary form part of this programme.

ESTONIA 1992 GTAF: energy (300,000 ECU)

PHARE funded studies for the Ministry of Industry and Energetics will concentrare
on energy planning ,efficiency and diversification of energy sources can be launched
with special emphasis givea to the use of oil shale reserves and district heating
systems. In general, this component is similar to the Lithuanian and Latvian energy
components

Other co-ordinators for all three states: EBRD and the EC's THERMIE programme.

Transport
LITHUANIA 1992 GTAF: transport (0.3 MECU)

In 1991 a preparation for the formation of a masterplan for reorientation of the
function and organisation of the Lithuanian ports was financed as was technical
assistance for a study on the reorganisation of the railways. Institutional support to
the Ministry of Transport where a PIU was set up last year, will continue in 1992
for the implementation of these preliminary studies.

LATVIA 1992 GTAF: transport (800,000 ECU)

Activities and studies under the 1991 programme will be continued notably in the
privatisation of the transport system and in the provision of expert support to the
Ministry of Transport to, inter alia prepare a masterplan and a priority investment
programme for the ports.Complementary sectoral studies eg on the Current and
future traffic flow in Latvia are foreseen.

ESTONIA 1992 GTAF: transport (300,000 ECU)

Transport is a key priority for the Estonian govemment. PHARE assistance under
this component, will develop a parallel maritime plan (see LI and LAT supra), and
a master plan which coverns similar issues to those under the Latvian componenet.
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Foreign aid coordination

LITHUANIA

Long term economic assistance will be provided to the Ministry of International
Economic Relations to develop the insitutional basis and capacity for the formal co-
ordination of aid programming, sector and project monitoring and co-ordination of
management and training of counterpart staff.

LATVIA

Two PHARE funded EC specialists will be seconded to the Ministry of Foreign
Affairs in Latvia to perform and assist in the same or similar tasks as outlined under
the Latvian componeat for Foreign Aid co-ordination. The GTAF will also provide
long-term technical assistance to the Ministry of Economy to develop aid
coordination.

Implementation: The Ministry of Intemational Economic Relations will be responsible

for the overall management of the programme with specific implementation carried
out by the counterpart ministries.

PROJECT OFFICERS.
LITHUANIA: F. Hesse.
LATVIA: H. de Chavagnac

ESTONIA: H. Abbot

PHARE FOLLOW UP TO 1991 MEASURES IN LITHUANIA;

In November 1991 in response to the EC recognition of the independence of
Lithuania, the EC committed 6M ECU for technical assistance in agriculture, energy,
transport,and health in the main and some limited early steps for privatisation and aid
co-ordination. LATVIA received 6 MECU for similar purposes.Follow up actions
will continue under the 1992 GTAF.

C.151
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ROMANIA

GTAF GTAF GTAF GTAF GTAF GTAF GTAF

1. IDENTIFICATION

Country : Romania

Programme : General Technical Assistance Facility II
Years 1 1992

EC Contribution : 15 MECU

Sector Classification : Multidisciplinary
Responsible Authority : Romania Development Agency (RDA)

2. SUMMARY

The Romanian Technical Assistance facility has the same basic procedural and
management structure as the GTAF for the CSFR (supra). The Romanian GTAF
sectoral objectives will concentrate on infrastructure (energy telecommunications and
transport), tourism, local government and scieatific research.

Expenditure for equipment is foreseen to achieve the programmes objectives.

Enegry, Transport, Telecommunications (6.5 MECU),
Energy

The dismantling of COMECON and the breaking of trade contacts with Iraq during
the Gulf War have led to dramatic increases in the price of fuels, heating oil and
electricity. The generating equipment and unavailablity of spare parts have also
made the power shortage more acute. Furthermore a new outlook on the
conservation of hitherto freely available energy is necessary.

GTAF II will a) set up a resident coasultancy unit for Energy Saving, based on the
PHARE 1991 GTAF. This will be attached to the Romanian Agency for Energy
saving.
b) jointly-finance (with the Romanian eavironmental budget) a study on the
enrivonmental impact of power generation.
c)consider problems of urban heating (especially in
Bucharest)

A regional training programme in the field of energy is currently under consideration
as a possible forum for PHARE support in teaching and education.

Transport; Lack of consistency in former communist investment policies has left
Romania’s location as the gateway to The CEEC as yet unexploited. Air, road and
inland waterway transport facilities (especially the future use of The Danube as a
waterway between the CEEC) require planning, adaptation and modernisation.

GTAF Il will provide know how (based on Community expenence), technical
assistance and training in the reorganisation of the Ministry of Transport, influencing
the formation of national policy and strategy, reforming management and
organisation, harmonsing legislation and training personnel.

Tounsm (4.5 *ECU); Romania has a rich cuitural hentage and remarkable natural
attractions which would be tourist friend!y if its hotel and transport infrastructures
were developed 04 trziming infrastructures for operators and other staff set up. Harg
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currency would circulate as well as  jobs being created so stimulating economic
development. Environmental problems exist which currently limit development.

GTAF II will a) provide a long term specialist to advise the Ministry of Tourism on
the development of a national strategy, re-organise training centres and develop and
promote tourist products on certain target markets.

Scientific Research (1.0 MECU); The re-definition and future methods of financing
Romania’s research centres will be considered under GTAF Il as will the
modemnisation of university system.

Local Government Training (1.5 MECU) ; Training programmes will be set up in
order to guide local administrations through the deceatralisation process.

GTAF 11 provides short term on the spot technical expertise which will pave the way
for long term measures such as training centres and matenals.

Co-operation with the World Bank support of municipal services planned.
Policy Development, Programme Implementation and Co-ordination (1.5 MECU)

The Romanian Development Agency (RDA) the body responsible for investment
promotion and the co-ordination of external aid in Romania, will continue the
planning and monitoring of the various PHARE programmes (and G-24 assistance)
assisted by a team of external experts. GTAF Il will continue to finance this highly
effective team.

Strategy planning to be undertaken by the National Institute for Economic Research
under the Romanian Academy who will also plan seminars with the RDA and other
foreign experts on the subject of the development of the Romanian economy.

An International Management Foundation is to be founded to ideatify
managemeat training needs. Foreign TA will concentrate mainly on curriculum
developmeat and in service training in particular for public administration (SIGMA
links), public eaterprises and utilities.

PROGRESS. Act of Establishment of the Institution signed, and registration in the
local courts pending. One of the PHARE experts for the PIU to be recruited
especially for this "IMF~

Other Donors; G.24 (esp Sp, UK, Japan),

3. PROGRESS IN IMPLEMENTATION

Project Proposed at the 16 PHARE Management Committee of May 1992
Project Manager R Daudin
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BULGARIA
NUCLEAR SAFETY NUCLEAR SAFETY
1 IDENTIFICATION
Country : Bulgaria
Programme : Continuation of the 1991 Emergency Kozloduy
Nuclear safety programme
Years : 1992
EC Coatnibution : 3.5 MECU

Sector Classification : Energy Environmeat
Responsible Authority : Energy Committee of Bulgana
Committee for the Peaceful Use of Atomic Energy

2. SUMMARY

PHARE Assistance to Kosloduy in 1992 follows from the 11.5 MECU
committed in June, last year, to this nuclear power station in response to world
concern about the safety of its VVER-230 reactors (1 - 4)

The 1992 programme will have two main componeats;
HOUSEKEEPING/OUTAGE - keeping the nuclear house in order”

(i) The WANO with the assistance of PHARE will second an Outage Assistance
Team (OUT) of about 18 Western experts to Bulgaria.  Six will go to
ENERGOPROJECT a nuclear design institute in SOFIA and in the order of 12 will
g0 as reinforcemeats to the nuclear operators who are implementing PHASE 1/91 of
the assistance programme to KOSLODUY . The OUT's programme will include
maintenance and housekeeping activities to retore the initial physical conditions of the
equipment and buildings in KOZLODUY and the up-grading of the safety level by
implementation of design modifications and improvement of Plant management and
organisation as well as operating and maintenance procedures.

NB WANO with the assistance of PHARE and TACIS is co-ordinating and
exchanging information with the similar programmes operators in the CSFR and
Russia who have similar VVER-440-230 reactors.

WANO will also arrange a twinning scheme between Kosloduy and BUGEY (Fr)
where it is hoped that awareness will be tuned to international standards whilst taking
into account local conditions and that the concept of a safety culture can be
cultivated. Maintenance and operating procedures particularly for emergency and
abnormal operation are to be developed. In the main, permanent experts will be
seconded to Bulgaria but visits to BUGEY are also envisaged by the Bulganan
experts.

(i) The WANO six months programme . Through this component, the
competent Bulganan authorities will be reinforced by the final line up of a
consortium of 4 safety Western regulatory bodies which were selocted after an
international bidding process. The objectives are to improve the regulatory

JddV Hd

* %

elieb

Ing| -

*

*

*
* %



31

framework and the capacity of the regulatory authorities to inspect and eaforce the
safety regulations in the future. Bulgarian authorities will also develop methods and
practise in investing authorities with the concept of a power to grant or refuse a
licence to operate.

The CONSORTIUM in co-operation with the Committee for the Peaceful Use of
Atomic Energy will have the very important role of evaluating the WANO outage
programme .

3 IMPLEMENTATION

WANO has set up a Programme Implementation Unit geographically balanced
between its Paris Centre and Sofia (o assist in overall co-ordination and contract
management. (addresses to BE ADDED IN )

The Commission initiated steering committee has representatives from Member
States and the International Organisations.

The Financing MEmorandum was concluded betweea the Commission and the
Bulgarian authorities.

Project Manager L Bnll
Project put to the 17 PHARE Management Committe Meeting in July 1992

Background information
based on briefing by M Franco, Head of PHOS 1 8 July 1992

The subject of nuclear safety is somewhat topical; the second week of July will see
it as a discussion point for the G7, the OECD, the Atomic Energy Commission not
to forget its recent exposure at the Lisbon conference in May. A number of
orientations are expected to crystallise from these High Level meetings, which will
influence the future actions not only of PHARE but all the world wide organisations
involved in the field. ’

Bulgaria shares similar energy problems to the rest of the CEEC but a particular
weakness inherant is its dependence on nuclear energy which must account for some
40% of the national energy supply. Bulgaria cannot simply therefore immediately
close down the the VVER 230 reactors which run at the Kosloduy nuclear power
plant, despite world unease about their safety, but may only do so as soon as quickly
as it is economically viable over the medium term (estimated 4 _ 7 years). In the
short term, the Bulgarian authorities hope to re-open Unit 2 in safe conditions such
that it may provide electricity this winter. These are objectives which the PHARE
programme, which committed 11.5 MECU last summer to these ends, has helped the
Bulgarian authorities to fulfil. At the same time the project sees that the "house is
being kept in order” and , that a modern safety culture is encouraged. Additionally
and concurrently (October 1991) a PHARE energy programme for 10 MECU set up
a High Level Advisory unit in the Committee for the Peaceful Use of Atomic Energy,
to determine energy policy, diversification and the conversion of Kosloduy to a "clean
gas supply unit” and also to consider alternative methods of disposing of the nuclear
waste which was previously transported to the former USSR.

The Kosloduy project, due initially to run for six months has taken a year to
overcome initial organisational difficulties. It is well on targes 1o finish by November

1992. The 3.5 MECU to be committed will continue this good work.

A steering committee report is available to Perm. Reps on request.
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ESTONIA, LATVIA, LITHUANIA

PRIVATIZATION & SMEs  PRIVATIZATION & SMEs

1. IDENTIFICATION

Country : Lithuania, Latvia, Estonia
Programme : SME/PRIVATISATION

Years :1992-5

EC Contribution : 9.5 MECU, *4.5 MECU, 3.5 MECU

Sector Classification : Private Sector Development
Responsible Authority : Ministry of Economy (Li)
Ministry of Economic Reform (La)
Department of State Property
* see BALTIC GTAF under which these components
are financed.

2. SUMMARY

The objectives of the Programmes are to promote and stimulate the emerging
private sector in the three Baltic states, by strengthening production and competition,
and giving practical help wherever possible to small businesses through advice,
training, small amounts of start up capital and investment services and by
encouraging foreign investment.

The Programme aims to do this by concentrating on three main areas and promoting
them as follows;

(A) PRIVATISATION through Institutional support for the Ministry responsible for
Privatisation to eacourage the development of an efficient framework for promoting
SME development and establishing privatisation methodology and mechanisms;

(B) SME DEVELOPMENT through eg Business Advisory Services
(C) FOREIGN INVESTMENT by launching Investment and Trade Promotion
investigation and invective.

Al LITHUANIA; STATUS of Private Sector. Since 1990 Lithuania has pursued
economic reform adopting important legislation to regulate private ownership,
privatisation of state property, foreign investment and taxation. Within the last six
months, broadly speaking prices have beea liberalised. Macro-economic stabilisation
procedures are being prepared with the IMF in preparation for new currency and
fiscal discipline. Up until now, privatisations have been by voucher and of small
enterprises in the service sector. Large scale privatisations are simply too complex
in the context of the current administrative and legal structure.

The small businessman is ° ready and willing” to emerge , but to date his
operational ability in terms of know how and capital is weak. Most new SME
establishments have not really taken off. It is hoped that the PHARE 1992
privatisation programme in Lithuania can rectify some of these issues building on the

technical assistance seconded to the Department of Privatisation Privatisation under
the 1991 TAUSSR measures.
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LATVIA; STATUS of the Private Sector. As in Lithuania, the small enterpriss i
not feature in the everyday life of the Latvian citizen under the Communist Soviet
government. By now however, some important economic legislation has been passed
for example, on the 26 September 1991, the Law on Entrepreneurial Activity, which
makes provision for (inter alia) limited liability companies which will clearly facilitate
conditions in the SME sector . A Privatisation Law has been drafted with the help
of an EC funded team which will (inter alia) clarify the insitutional structure and give
a mandate to the Ministry of Economic Reform to supervise the process.The law on
privatisation of small government enterprises was passed in November 1991, and at
the same time a law on the transfer of state property which allows foreigners to
invest in Latvia with limited trade restrictions (on media, fishing, port managemeant).
LATVIA has taken the step under the GTAF of allocating 300,000 ECU specifically
to draft, harmonise and train in the practice of new economic legislation.(infra)

The STATUS of the private sector in ESTONIA is slightly different, the developmeat
of SME having begun before the break down of the Soviet Union. The Business
Acts of 86 and 87 permitted SME. Although in theory these SME were state owned,
in practice the law protected them from state interference.

The Companies Act in early 1990 proved important, and prompted an increase in the
registration of small businesses (34 in 1986, 3000 by December 1989 and coatinuing
at a rate of 300 per month). Here thea, support needs to be given to the businesses
already set up, and to provide the skills and attitudes necessary for entrepreneurs to
operate successfully. Start up capital is obviously crucial here as in Lithuania and
Latvia until such times as the financial sector is stabilised.

Al.1  PRIVATISATION and RESTRUCTURING

Al.1.1 Institutional support; Lithuania .An organisational and legislative stream-
lining of the Department of Privatisation, (responsible for transfer of ownership of
state controlled eaterprises), and the supervisory Central Pnvatisation Committee
(which delegates to District Privatisation Committees) which in turn organises and
conducts small scale privatisation for citizens , is foreseen to maximise transparency,
methodology and eavironmentally sustainable development, under this componeat
of the PHARE Lithuania programme.

Some supply of equipment is foreseen under this component;

LATVIA and ESTONIA have a similar components, and the Institutions to receive
the majority of the TA will be The Ministry of Economic Reform in Latvia and The
Department of State Property and Ministry of Economy in Estonia.

Al.1.2 Diagnostic studies and Pilot Privatisations; In all three countries vanied
sector studies (overview), diagnostic studies ( as a pre-cursor to possible individual
retructurings), and a small number of pilot transactions will help formulate industrial
policy, give impetus to the privatisation process and improve the legislative
framework . To give some idea of the scale of operation envisaged in LATVIA there
will be 5 Diagnostic studies( 100,000 ECU), 2 Pilot transactions, (500,000 ECU) and
2 Sector studies.(300,000 ECU)

Al.1.3  Management Training; ESTONIA have a component directed at the
instillation of new management skills and aimed at senior managers and Board
members. Modular training courses will be designed with PHARE assistance.

B.1 SME DEVELOPMENT

Bl.1 Policy Advice to the Lithuanian Ministry of Economy;, One PHARE
financed expert will be seconded to the Lithuanian Ministry to advise on SME
strategy, industnial policy, leqislative deficiencies and promote a general enterpnse
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culture.

Policy Advice to the lead Ministries in Latvia and Estonia.
The Ministry of Economic reform in Latvia will receive one long term expert and
the Ministry of Industry and Energy in Estonia a long term support unit .

B.1.2 Business Advisory Services; As a complement to the Privatisation
Activities in Lithuania (see above A), business advisory centres will provide advice
on how to capitalise on demonopolisation of state eaterprises etc in terms of
developing a small business. Hands on assistance in screening projects, short term
professional training, and developing and identifying foreign partners will be the
type of experience to be offered by the PHARE funded expertise who will work with
local consultants (private wherever possible) in a PIU outside the Ministry. In this
way independent professional or entrepreneurial socicties can influence the
operational aspects of the project.

LATVIA; Similar activities are foreseen under the GTAF 1992

ESTONIA; The PIU will identify selection criteria for the identification of suitable
advisory bodies and enterprises or policy areas requiring central assistance for
development of policies. It will develop consultation procedures which enable private
eaterprise to make its views known to the government and its agencies.

B1.3 Financing Scheme; Since the financing institutions are re-adjusting from the
effects of their severance from the Ceatral Banking system of the USSR and inflation
has affected the value of personal savings so badlyl, it is little wonder that the small
businessman has not had ready access to start up capital.

PHARE will set up in Lithuania, a 3 MECU financing scheme offering credit
facilities to eg the small farmer to purchase equipment. The Scheme will be run
by the Lithuanian Investment Bank (other banks may participate) which is currently
receiving PHARE technical assistance under the 1991 programme. An expert from
Nordic bank will be seconded to the LIB to oversee the operation.

LATVIA and ESTONIA will have similar schemes but the total credit available will
be a total of 2 MECY (I MECU in each country). The schemes are likely to be
operated by the Investment Banks of each country both of which are also receiving
aid under the 1991 USSR programme.

C.1 FOREIGN INVESTMENT PROMOTION

C.1.1  Diagnostic studies will be under taken in this sector and on the basis of the
results an assessmeat of some of the quanta hitherto unknown for the foreign investor

should be able to be evaluated. Long term Government policies can then be
formulated.

For further detail please refer to the PROMOTION OF FOREIGN INVESTMENT
SECTION in the Baltic GTAF summary.

Lithuania (I MECU from the SME/PRIVATISATION project)

Latvia (0.5 MECU from the Latvian GTAF)

Estonia (0.2 MECU from the Estonian GTAF)

Economic Legislation; LATVIA There is a further component to the Latvian
component under the GTAF 1992.(300,000 ECU) whereby in order to offer more
attractive legal conditions for foreign and national investments and to enhance
harmonisation between its commercial laws and those of the EEC thereby facilitating
business, the Latvian parliament and govemment will receive technical assistance
with advise on drafting and texts and also to organise a training programme on
economuc law drafting and enforcing for policy makers, legal administrative staff,
magistrates and company lawyers.

ddVHd

SJd1V1S
Q1L 1V 4



35

The Programme will b implemented through a framework agreement with a law
institution or company.

Local Counterparts; Ministries of Justice and Economy, a national officer to ensure
co-ordination.
3. PROGRESS IN IMPLEMENTATION

LITHUANIA Implementation; Na PIU, the Ministry of Economy will be responsible
for overall co-ordination of the line ministries and agencies.

SME Advisory Council to be set up to guide overall SME policy in Lithuania
(Ministnes, Chambers of Commerce etc)

Other Donors; Lithuanian Programme open to other donors; Nordic bank (see credit
line for start up capital supra).

Project Manager F Hesse

For implemeatation of Latvia and Estonia please refer to the BALTIC GTAF facility
“under which the Privatisation and SME sectors are financed in these two countries.
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ROMANIA
PRIVATIZATION  PRIVATIZATION
1. IDENTIFICATION
Country : Romania
Programme : Privatization & Restructuring of undertakings
Years : 1992 to 1995
EC Coatribution : 30 MECU
Sector Classification : Privatization & restructuring

Responsible Authority : National Privatization Agency (NPA), Ministry of
Industry, Romanian Development Agency (RDA)

2. SUMMARY

Update No 1 corresponding to the 15th Meeting of the PHARE Management
Committee of March 1992.

Under the 1991 GTAF 4.9 MECU was used to define guidelines for privatisation of
the state sector in Romania. This 1992 PHARE programme works on the results of
the studies. Company law reform has led to a distinction between state “commercial”
companies (of which there are 6000) and independent Regio-Autonomie (Public
service) enterprises such as -electricity , gas and water which will remain under
governmeat supervision.

With guidance from PHARE, equitable ownership of 30% of State "commercial”
companies will be transferred (free of charge) to Romanian citizens between the ages
of 18 - 65. Ownership certificates were flown over and distributed by PHARE to
17.5 million eligible adults during April and May 1992. The control of the companies
will be divided over five Private Ownership Funds. The remaining 70% will remain
state controlled commercial companies under the aegis of the State (public)
ownership fund. The new laws oblige the government to privatise the remaining
state commercial companies at a rate of 10% per annum. The final roles and
separation of function between the POF and SOF are still not definitively confirmed.

The programme will comprise the following six componeats:

a) Technical assistance for the Ministry of Industry.

b) Technical assistance for the National Privatisation Agency and the 5 Private
ownership funds and State Ownership fund.

c) The provision of a revolving privatisation and restructuring fund from the NPA.
d) Financial Assistance for the Promotion of Investment.

e} Pilot projects for Integrated Regional Restructuring;

f) General Management of the Privatisation Programme;

a) The Ministry of Industry; will uhdergo a radical review of its role since the
management of state commercial companies will no longer be under its direct aegis
but it will nevertheless be responsible for the national business incentives, promotion
and training concerning them.

JddVHd
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The Ministry will need to co-operate with the POF and communicate to them results
of sectoral analyses and future regulations of the sector. In this way, a cohesive
policy on which state commercial companies are suitable for privatisation in the
future may be developed.

Under the GTAF 1991, from a list of over 100 candidates provided by individual
ministries, 30 commercial companies were considered for privatisation. PHARE will
be managing the privatisation of eleven commercial companies. (Industrial and
consumer goods companies have been chosen to date) :

Management of the independent state sector enterprises will also alter since the Mol
will have to develop a form of managemeat responsive to national and international
competition which still safeguards the public interest.

b) National Privatisation Agency; The Property ownership funds (Private and State);

Under PHARE GTAF 1/91 The National Privatisation Agency ran two studies , one
on the establishment of operating procedures for the sale of shares and assets, and
the second on the setting up of the property funds.

In order to accurately evaluate undertakings for privatisation PHARE 92 will fund
technical assistance to train local independent assessors and leave a reserve for the
engagement of merchant banks where required.

Expertise will be also put at the disposition of the NPA for legal industnal and
financial privatisation techniques on a retainer basis and also to develop a public
relations policy in the country which will alert national and foreign buyers to
investment prospects and motivate the management of the staff of the companies
concerned.

The Private Ownership funds will each have the difficult task of managing some
thousands of emergent privatised state commercial companies. Each of the five funds
will be allocated a high level PHARE policy consultant (long term). Other Romanian

managers of the Funds will receive management training through the PHARE
programme.

c) Revolving Privatisation and restructuring funds

Ouce the Private Ownership Funds are established, the initiative to privatise state
commercial companies will come from them rather than the NPA. As mentioned in
b) supra the Privatisation law provides inter alia for the State Property fund to
provide initial advice or assessment costs for restructuring companies which it
wishes to sell. Clearly, until a number of successful Privatisations have taken place
the State Property Fund will have no hard currency. The NPA will advance them
funds which it is intended should be reimbursed to the NPA in hard currency. If the
-reimbursement to the NPA is in LEI , the money will be paid into a counterpart fund
to pay for the services of local consultants. The rules for this operation will be laid
down in agreement with the Commission.

The revolving mechanism will be available to privatisation projects proposed either
by the NPA or the SPF or the POF. Preferential access to them is likely to be given

to the privatisation of those firms with serious social or environmental problems.

d) Assistance for Investment Promotion

PHARE GTAF 1/91 funded a strategic study on the promotion of foreign investment
in Romania. Building on this technical assistance will be provided for;

1) investment promotion specialists;
it) training abroad and at home for the managers and staff of the Romanian

C.161
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Development Agency which is responsible for the promotion of foreign investment;
iii) promotion of the self employed (home and abroad);
iv) RDA branches to be established in certain key areas;

also

v) technical promotional equipment such as video/ duplicating equipmeat is
foreseen.

¢) Pilot Projects for an Integrated liegional restructuring.

A PHARE funded feasiblity study will be set up which details the selection of
appropriate regions to be involved in industrial regional restructuring and considers
the role of institutions to be involved therein.* The target regioas will be industrial
areas where it is expected that the privatisation process areas will hit hardest in terms
of job loss. Once ideatified, the PHARE privatisation programme will initiate pilot
projects in industnial restructuring, retraining the unemployed, developing SME and
promoting foreign investment in those areas.

* trade unions, chambers of commerce , RDA, Ministry of Labour

f) General Management of the Programme

The PHARE 92 Privatisation programme will be managed by the NPA, the
Ministry of Industry and the RDA. A project team will be created in each mentioned
institution. PHARE consultants will be present in the MO Industry, the RDA and
the NPA (see below) to assist with organising invitations to tender and procurement
on their respective selves.

3 PROGRESS IN IMPLEMENTATION

The NPA will co-ordinate the overall administrative managemeat of the programme
with the Commission via a high level PHARE financed counsultant programme leader
who will work very closely with the NPA.

A PHARE financed Financial Administrator placed within the NPA will be

responsible for the accounts of the programme, invitations to tender and procurement
on behalf of the NPA.

Decided at the 15th Meeting of the PHARE Managemeat committee
Update 8 of May 1992

Project Manager J Sanchez
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ALL BUT ALBANIA

TEMPUS TEMPUS TEMPUS TEMPUS TEMPUS

1. IDENTIFICATION

Country : CSFR, HU, PO, BU, RO, LIT, LAT, EST
Programme : TEMPUS

Years : 1992

EC Contribution : approx. 100 MECU

Sector Classification : Training
Responsible Authority : Ministry of Education of each country

2. SUMMARY

This is the third (pilot) year of the five year TEMPUS (Trans European Mobility
Programme for University Studies) programme.

The programme is divided into the three following components namely a national
operating budget a regional budget and a budget for the Commission’s management
of the TEMPUS office in Brussels.

The objectives of the programme remain the modemisation of higher education in
the CEEC and the promotion of interaction between these and suitable Member State
bodies in eg education and industry. Access for the CEEC to European associations
and youth movements is also encouraged in this programme.

Joint European Projects (JEPP’s) between national countries and Member States will
continue to review and overhaul curricula, develop library systems and networks,
translate course materials and develop distance learning projects.

Exchange programmes for teachers and training staff which provide for teaching or

advisory placements and also for students which enable study or industrial placements
will also continue in 1992.

National operating budget will provide grants for the more seasoned PHARE
countries and launch new measures in Latvia, Lithuania and Estonia.

The regional budget will continue the 1990/91 regional projects and launch new
measures in the countries with new national programmes.

TEMPUS in Brussels will provide for the selection process and general support in
conjunction with the national TEMPUS authorities in the beneficiary countries.

Estimated for 1992; Poland 25 MECU, Hungary 16 MECU, CSFR 13 MECU,
Romania 14 MECU, Bulgaria 8 MECU. Others to be confirmed.

3 Progress in Implementation
a) JEPP; To date, TEMPUS has carried out 458 JEPP enabling over 3,100 students
and 4400 teachers to take part in exchanges involving 1250 institutions over the

Member States.

b) Over 1000 teachers and 700 students have received individual grants from the

JdaVHd
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PHARE TEMPUS programme.

The increase in budget in 1991 meant that the average success rate for applicants
doubled.

¢) Regional projects

45 Projects were started up in 1990 (7.7 MECU)
71 Projects were started up in 1991 (12.1 MECU)

3. PROGRESS IN IMPLEMENTATION

Project proposed at the 16 Management Committee Meeting of May 1992
Project Manager; M Kupper, TEMPUS office Brussels.
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PHARE PROGRAMME: PRIVATISATION and RESTRUCTURING in CENTRAL & EASTERN EUROPE

| . BACKGROUND

A fundamental objective of the PHARE programme is to support the Central and
Eastern European States transform their economies from a centralised command
economy to one based on market forces. This process requires a series of far
reaching reforms including: establishing a regulatory and institutional
framework; introducing management skills and a business “culture" in
enterprises; modernising factories and introducing appropriate technologies;
and breaking up monopolies and restructuring and/or privatising state owned
enterprises. The development of a strong and dynamic private sector capable of
meeting this challenge is paramount to achieving this transformation.

In Central and Eastern Europe, where a significant number of enterprises are
still owned by the State, large-scale privatisation and restructuring of
enterprises are one of the priority objectives to revitalise the enterprise
sector and spread ownership widely amongst the citizens and foreign investors.
Privatisation not only provides a way to transfer ownership from the State to
the individual but is also a way of injecting capital into the economy by
attracting investors, both domestic and foreign, to take a stake in an
enterprise and transferring skills and knowledge. Given the decline of their
traditional markets, restructuring of enterprises, including the adaptation of
modern technologies and production methods, takes on added importance for
these countries. It will place companies in a better position to adapt to new
markets and produce more efficiently.

Extensive programmes in this field are being undertaken in all of the
Central and Eastern European countries. In the case of privatisation there are
a number of approaches presently in use. For example, for small enterprises
the technique used may involve local auctions. For large operations, which are
generally more complex, other methods may include:

* “spontaneous" privatisation (sales of a firms assets to investors
initiated by management);
* “active" privatisation (public sales directed by the
government) ;
* mass transfer of shares (free distribution of a proportion of shares
to the citizens through Investment Funds).

Restructuring of enterprises is closely linked to privatisation. Many firms
may remain in public hands for some time before being privatised and, in some
cases, restructuring will be required ex ante. This may include modernising
plant capacity and managerial techniques as well as breaking up large
monopolies into smaller units and addressing employment and retraining issues.

To carry out these reforms institutions play a key role: to regulate and
monitor the process in order to ensure there are no commercial distortions; to
process privatisation transactions; to educate the public about the market
economy; and to provide advice and finance to companies undergoing
restructuring (pre and post privatisation).
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t1. PHARE PROGRAMMES

Against this background, foreign assistance to these countries is most
important to maintaining the momentum of reform. The European Commission,
based on requests made by the National Coordinators of the recipient
governments, is contributing to number of programmes which support

demonopolisation,
below.

privatisation and

restructuring in

Restructuring and Privatisation Programmes

the countries

listed

YEAR COUNTRY MECU
1990 Poland 9 (privatisation)
4 (restructuring)
Hungary 5 (privatisation)
1991 Poland 50 (privatisation & restructuring)
Hungary 40 (privatisation & restructuring)
CSFR 20 (privatisation & restructuring)
Bulgaria 20 (privatisation & restructuring)
Romania 30 (privatisation & restructuring)
1992 Estonia 1.3 (privatisation & restructuring)
Latvia 2.0 (privatisation & restructuring)
Lithuania 3.0 (privatisation & restructuring)
Albania 0.8 (privatisation & restructuring)
Slovenia 1.8 (privatisation & restructuring)

In addition to the above , there are a number of other programmes to support

the development of the private sector,
assisting the development of Small
on these latter programmes

such as

Mr. Peter Kalbe of the PHARE Operational Services (see page 4).

111. TYPE of ASSISTANCE FUNDED by the EUROPEAN COMMUNITY

and financial

assistance,

specific operations aimed at
and Medium sized enterprises.
is available separately and may be obtained from

Information

PHARE funded

Through the provision of technical
Privatisation and Restructuring programmes aim to support the governments-
efforts to restructure and reform ownership of State enterprises. The
programmes consist of a mix of the following types of technical and financial
activities which are tailored to meet the requirements of individual
countries:

1) Support to key institutions.
* pProvision of advisory services (long~ and short-term) for
strategy and policy formulation;
* Supply of equipment and material eg. information systems.
2) Provision of Training.
* Training the staff of institutions;
* Training of managers and workers of enterprises at
different levels;
* Development of appropriate training courses in
educational institutions.

(11}



3) Technical Assistance Fund to carry out.
* Diagnostic studies and evaluations of State Enterprises;
* Sectoral and sub-sectoral studies;
* Privatisation transactions.

4) Financial Support.
* Quasi equity funds for State holding structures to inject capital
into ailing enterprises;

5) Management of Programme.

* Establishment of decentralised Programme Management Units (PMUs),
composed of government counterparts and foreign experts and located in
the relevant institutions; PMUs report to the Ministries in which they
are established.

It should be noted that the programmes are managed by the recipient agency
responsible for privatisation and/or restructuring in the country concerned,
with the assistance of the PMU.

IV. PARTICIPATION OF FIRMS IN CONTRACTS

Participation in contracts financed under Community assistance to the
countries of Central and Eastern Europe is open to firms or legal persons of
the EC Member States or beneficiary countries. The selection of the firms to
carry out service contracts is normally done on the basis of a restricted
consultation or tender, under the authority of the recipient agency
responsible for the programmes concerned. A list of recipient agencies and
PMUs for the privatisation and restructuring programmes currently underway is
provided in the annex, from whom further information on the programmes may be
obtained.

For major privatisation transactions,-that require a wide range of specialist
services (legal, financial, management and organisational consultancy), firms
were invited to express an interest in participating in possible service
contracts for such transactions (Official Journal, 5/10/90, PHR/090/020/1).
Based on an evaluation of capacity and relevant experience of the responses, a
list of companies which could be included in a possible short lists for major
privatisation transactions was drawn up .

As this is not a closed list, there will be opportunities for firms not on the
fist to be considered for inciusion following periodic reviews. Interested
companies should send in the required details (supporting documents on skills
and experience) as stipulated in the afore-mentioned Official Journal.

For services in the field of privatisation and restructuring other than
contracts for major privatisation transactions (such as individual business or
financial evaluation of state companies, legal or management consultancy,
training, sector studies...) there is no specific list; companies may express
their interest in being considered for possible contracts by writing, with
details of their sector of interest, field of specialisation, experience and
full information on their company (structures, staffing, regional offices....)
to the PHARE Operational Service at the address given in the annex, indicating
the purpose of the request clearily on the letter.

Given the growing interest in industrial restructuring, the Commission is
considering publishing a special expression of interest for this field in the
Official Journal, similar to that for major privatisation transactions cited
above, probably between November and December 1991.
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ANNEX

ADDRESSES FOR FURTHER INFORMATION AND EXPRESSION OF INTEREST
For general!l information about PHARE:
Commission of the European Communities,
Directorate General for External Relations (DG 1)
PHARE Operational Service
68, Rue Belliard - Office 2/40
Brussels 1049
Peter KALBE
Fax: (32 2) 299 17 77
Tel: (32 2) 299 13 56 / 299 14 00

Programme Management Units (PMUs)

For details on the programmes, contact should be made with the PMUs concerned.

Federal Ministry of Economy Minister Jaroslaw Kubecka
NAB. KPT. JAROSE 1000
17032 PRAHA 7

Point of Contact

Tel. (42-2) 389 2299 Mr. Ivo Martinec
Tel. (42-2) 389 2348 _ Mr. Michael Hoyle
Tel. (42-2) 389 2961 . Mr. Jiri Hodik

Fax: (42-2) 374 222

Ministry of Privatisation of Czech Republic
Zborovska 11

150 00 PRAGUE 5
Director

Tel. (42-2) 512 2442 Mr. Jiri Kévarik
Tel. (42-2) 236 4537 Mr. Charles Jellinek
Fax: (42-2) 54 02 08

Teamleader
Tel. (42-2) 512 2758/2417 Giuseppe Moccia

ESF Manager
Tel. (422) 512 2758/2417 Peter Jones

Procurement Manager
Tel. (422) 512 2758/2417 Miroslav Hala

Secretary to PMU
Tel. (422) 512 2758/2417 Jiri Kanak



National!l Property Fund
Drienova 27
821 03 Bratislava

Tel. (42-7) 236 440

Tel. (427) 231-300 ext
(427) 231-300 ext

Tel. (427) 231-300 ext
ext

Tel. (427) 231-300 ext
ext

Tel. (427) 231-300 ext
ext

Fax: (42) 901 70 05 11

Ministry of Industry &
8 Slavyanska Str
Sofia 1046

of Slovak Republic

241
123

241
123

241
123

241

123

(satellite)

Trade

Agency for Privatisation

29 Aksakov Str.
Sofia 1046

Tel: (359-2) 87.19.14
Fax: (359-2) 87.19.15

State Property Agency
1399 Budapest Pf 708
Hungary

Tel: (36-1) 111 0200
Fax: (36-1) 111 6037

Director
Michal Krajcovic

Teamleader
Antonio Faraudo
Dusan Fiala

ESF Manager
Dillon Coleman

Procurement Manager
Juraj Hohos

Secretary
Daniela Slotova

Deputy-Minister
Racho Petrov

Executive Director
Alexander Boshkov

External Experts
Jose Maria Lloveras
(Resident Adviser)
Merrick Howse
(Resident Financial Administrator)
Tania Brisby

Michael Jordan
Jacques Poirson

Managing Director
Dr. Cespi

External Experts
Mr. E. Roty
Mr. Jeremy Purce
(Financial! advisor)
Mme. Dominique Fort
(Privatisation Specialist)
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Ministry of Industry
and Trade

Martirok Gtja 85
P.0.B. 96

Budapest |1

1525 Hungary

Tel: (36-1) 156 3928
Fax: (36-1) 155 8891

1) Privatisation -
Foundation for Privatisation
36 Krucza Street

Warszawa

Tel: (48-22) 628 2198 /628 2199
Fax: (48-22) 625 1114

2) Restructuring -

Industrial Development Agency
4 Wspoina Street

Warszawa 00 926

Tel: (48-22) 628 0934
Fax: (48-22) 628 2363

6 —

Director-General
Peter Gresiczki

External Experts
Mr. S. Amaury de Picciotto
Mme. Béatrice Ravanet
(Training Specialist)

Managing Director
Mr. Boguslaw Heba

External Experts
Mr. Pierre Geenens
(Financial Administrator)
Mr. Jerzy Thieme
Mr. Antoni Repa

Executive Director

Mr. Marek Krawczyk

External Experts
Dr. Lothar Nettekoven
Mr. A. Lopez y Lopez
Mr. Marek Mondry
Mr. Toby Beck



National Agency for Privatisation
Str. Ministerului 2-4

Secteur 1, Cod 70109

Bucharest

Romania

Tel: (40-0) 15.85.58
Fax: (40-0) 12.08.09

Tel: (40-0)12 30 30

Ministry of Industry
152, calea Victoriei
70151 Bucharest
Romania

Fax/tel: (40-0) 50 30 29

Romanian Development Agency
7, blvd Magheru

Bucharest

Romania

tel: (40-0) 15 46 98 / 15 66 86
fax: (40-0) 13 24 15 /7 12 03 71

Programme

173
C.472a

Programme Authorising Officer
Mr. Adrian Severin

Head of the PMU
Ms. Doina Fill0p

Foreign Adviser
Mr. Antonio Patron
(General Coordinator
of the Programme)

Financial Administrator
Mr. Norbert Heiser

Minister
Mr. Dan Constantinescu
(Programme Authorising
Officer)

State Secretary in charge of

Mr. Alexandru-Marian P&rvescu

Head of PMU
Ms. Arabela Aprahamian

Foreign Expert
Mr. Yves van Frausum

President
Mr. Misu Negritoiu
(Programme Authorising
Officer)

Head of PMU
Mr. Costea Munteanu
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Investment Promotion _
Central and Eastern European Countries

Background
Foreign Direct Investment

Foreign direct investment has a vital role in relation to furthering the
objectives of fostering a strong private sector and integrating the Central and
Eastern European Countries into the greater European and international
economic system. The importance of this type of investment is not merely
limited to the role it may have within the privatisation and restructuring
process but also in its "green-field" form, it can make a critical contribution to
employment , exports and growth.

There are two fundamental determinants of foreign direct investment; the
guarantee of security and the opportunity for a good return on the invested
resources. In this regard, certain issues still need to be addressed in most
Central and Eastern European Economies, namely development of an
appropriate legal framework which defines policy and guarantees security to
potential investors. Other factors such as labour force quality, wage levels,
infrastructure, tax regime etc. can have an important influence on investor
location decisions.

Investment Promotion

A proactive approach is often essential for attracting foreign investment.
Investment promotion has had a significant influence on foreign investment
flows in a wide range of countries and, particularly important, promotion
programmes have proved effective in attracting specific target groups of
investors who meet criteria which ensure their optimum value to the host
country.

Most surveys! on the experience of the last three decades show that foreign
investors, industrialists and financiers have to be identified and approached,
solicited and attracted against competition in the international arena. This is

!(World Bank, FIAS (IFC & MIGA): Occasional Papers | and 2, Marketing a Country - Promotion as
a tool for attracting Foreign Investment, Wells and Wint, 1990 and Facilitating Foreign Investment,
Govemment Institutions to Screen, Monitor and Service Investment form Abroad, Wells & Wint 1991)




C.178



recognised as a highly specialised activity requiring special experience and
knowledge. It is most effectively achieved by the establishment of a strong
and competent executive body, operationally autonomous from normal line
ministries, which can also effectively execute promotional programmes - 1.e. a
Foreign Investment Agency or an equivalent body.

“One-stop-shop”

The justification for the “one-stop-shop-approach” is well established. Too
many layers of decision making in potential target countries can be a real
deterrent to investor interest. A source of frustration for investors is often that
an unreasonable number of institutions have to be approached and that the
time frame for an approval is unacceptably long. In order to address these
problems it is important to create a body which can service and assist
investors both before and after the investment decision.

Investor servicing is a competitive activity involving providing assistance to
prospective investors in an effort to bring them closer to arriving at positive
location decisions. These services include project counselling, streamlining
dealings with relevant government agencies and ministries and pre-feasibility
studies. In the post investment context it involves securing priority treatment
for securing infrastructure, utilities and other project support services.

PHARE approach

Augmenting the promotion of foreign direct investment is an essential
element of the PHARE programme's support for the transformation of the
former command economies in central and Eastern Europe.

The actions of the PHARE programme attempt to address directly these
investor servicing issues and through education and increasing awareness of
the benefits of foreign investment, thereby have a positive impact on the
general investment climate. Consequently, the main approach adopted by
PHARE is broadly in two areas:

The.«ﬁr:s_’ rea f‘,l_to aS,é_ist in clarification of the ‘policy function by support
to the::appropriate ministries and by assisting in developing a strategy
and-a'legal framework which reflects both national priorities and investor
concerns.

The second:area is to initiate pro-active support to encourage business
interest:”;This.inciudes reforming and augmenting the  institutional
competence-for investor servicing within these countries and developing
their promotional capabilities on the main source markets.

To date PHARE has launched Investment Promotion Programmes in 9
countries namely Poland, Hungary, the Czech and Slovak Republics,
Romania, Bulgaria and the three Baltic countries.
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PHARE Actions to date

c.181

Privatisation and Restructuring.
1991

Investment Promotion and Export
Development.
February 1992

The State Foreign Investment Agency
(SFIA) was created in April 1992.

The Agency for Investment and Trade
Promotion of the Ministry of International
Economic Relations.

The SFIA's main purpose is to attract
foreign investment and promote foreign
involvement in Privatisation. In addition
the SFIA will assist the Polish
Government in regulatory matters
connected to foreign investment

The programme is expected to generate
significant new investment and to lead to
substancial increase in exports in selected
sub-sectors.

£~

Short and long term advisors have been
provided for assistence in investment
generation and servicing, image building
activities and investor research.

Investment Promotion Advisors have been
provided to support the Programme
Managament Unit and considerable support
is being given to Agency promotional
operations.

GTAF 1991 &
Privatisation & Restructuring 1992

Privatsation & Restructuring 1991

Institutional Responsibiliy

The Czech Agency for Foreign Investment
(CAFI)

The Slovak National Agency for Foreign
Investment and Development (SNAFID)

Romanian Development Agency.

Programme/Agency objectives

SNAFID: The Agency was set up as a
Government Agency in 1991. It's current
status is as a semi-autonomous Agency.
The purpose is to attract foreign
investment and new business
development.

CAFI: The Agency was formed in October
1990. It assists foreign investors in finding
appropriate Czech enterprises and private
partners in the Czech Republic.

The Agency was established by Government
decision in March 1991. The ARD is a
separate legal entity and functions as a
public institution. The main aim of the ARD
is to assist the Government in defining and
directing policy measures that relate to
economic development based on foreign
capital.

Technical Assistance provided
by PHARE

Short and long term advisors have been
provided for assistance in investment
generation and servicing, image building
activities and investor research.

On the basis of a study completed by experts
aimed at exammining the policy, legisiative
framework and the needs for institutional
support, a comprehensive programme was
defined to be funded during 1992-93 by
PHARE.
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Latvia: GTAF (MECU 1)
Estonia: GTAF (MECU 0,5)
Lithuania: Privatisation & Restructuring

Privatisation & Restructuring 1991

1992 (MECU 0,2)
Ministry of Industry and Trade N/A
N/A Based on the recommendation of the

diagnostic study conducted jointly between
PHARE and the Foreign Investment
Advisory Service (FIAS) supportive action
will be taken to address the problems
identified in both legislative and
institutional terms.

Identification study is foreseen under the Diagnostic studies conducted jointly with
1991 P&R programme, which will be Foreign Investment Advisory Service
conducted during QTR. 4 1992. (FIAS) examminig institutional and
legislative issues.

INVESTMENT PROMOTION
TRADE DEVELOPMENT
INDUSTRY & FINANCE UNIT
PHARE Operational Service
DG-1

Peter MAHER Tel: 32 2296 2622
Bettina Rafaelsen Tel: 3222990149

Septermber 1992



ADDRESSES FOR FURTHER INFORMATION AND EXPRESSION OF INTEREST

For genceral information about PHARE :

Commission of the Europcan Communitics

Directorate General for External Relations (DG 1)

PHARE Advisory Unit: P. KALBE

rue Belliard 68

1040 Brusscls

Tel: 32 2 299 1356/91400/91500/91600

Programme Management Units (PMU) :

Poland

State Foreign Investment Agency
Aleja Roz 2

00-559 Warsaw

Phoaoe (48-2) 29 57 17/ 21 89 04
Fax (48-2) 21 84 27

Hungary
Investment and Trade Promotion Agency
Honved u. 13-15
1055 Budapest
hone (36-1) 153.00.00
Fax (36-1) 153.27.94

Romania

Romanian Development Agency
7, Boulevard Magheru

Bucharest 1

Phone (40-0) 156.686 / 156.624
Fax (40-0) 13.24.15/12.03.71

Republic of Stovakia :

Slovak National Agency for Foreign (SNAFID)
Investment & Development

Manesovo nam. 2

851 01 Bratisalva

Phone (42-7)847219/84 84 |5

Fax (42-7) 84 98 06

.zech Republic :
Czech Agency for Foreign Investment (CAFT)
Ministry of Industry and Trade
Na Franwisku 32
110 15 Praha 1
Phone (42-2) 285 23 07/231 59 46
Fax (42-2) 285 24 35

Bulgania :

Ministry of Industry and Trade
8, Slavyanska St.

Sofia 046

29, Aksakov St.

Sofial046

Fax (359-2) 89 19 15

Phone (359-2) 87 19 14

President : Mr. CHHOINA

PHARE Advisors: Ms. SCHUHMACHER
Ms. LEDOCHOWSKA
Mr. HERMANN

Deputy State Secretary : Mr. GOMBOCZ
Ministry International Economic Relations
Programme Manager: Mr. PERRY
Director : Mr. FARKAS

PHARE Advisors:

Mr. MORICZ (Investment Promotion)

Mr. MCGRATH (Export Development )

President : Mr. NEGRITOIU
Foreign Investment Directorate : Mr. MUNTEANU

Director : Mr. PEKNIK
PHARE Advisor: C. ADLAM
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1. Introduction

The scheme is part of the PHARE programme. The aim is to encourage private
sector investment in the countries of central and eastern Europe (CEEC)

(1) through the creation and development of joint ventures between
businesses in the Community (primarily small and medium-sized enterprises)
and local partners. The scheme consists of four facilities designed to
cover the whole process of joint venture investment:

Facility 1 - identification of possible projects and potentxal
partners (general action);

Facility 2 - preliminaries to establishing a joint venture;
Facility 3 - capital requirements;

Facility 4 - technical assistance.

2. General operation of the scheme

2.1 Definitions

2.1.1. Joint venture

For the purposes of the scheme a joint venture is a business:

- which satisfies the specific criteria for joint ventures in the
legislation of the CEEC concerned;

- in which the capital is held by the partners, of whom at least one is
resident in an EC Member State and at least one other is resident in
a CEEC;

- in which the share of the capital held by the partners in the EC
Member States and in the CEECs is not less than 75%; the
partiéipation of the partner(s) resident in the EC Member States and
in the CEECs must be representative and enable the partners to be
represented on the bodies of the joint venture.

(1) Currently: Albania, Bulgaria, Estonia, Hungary, Latvia, Lithuania,
Poland, Romania, Czechoslovakia and Yugoslavia.
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2.1.2 Establishment of a joint venture

In the context of the scheme a joint venture is regarded as having been
established when:

- the joint venture is properly registered in accordance with the
regulations of the CEEC concerned;

- the share capital is subscribed;

- an adequate amount of capital has been released by the shareholders;

- the joint venture has commenced operation (hiring of staff, signing
of contracts, etc).

2.1.3 Community business or partner, CEEC business or partner

The following definitions apply for the purposes of this programme:

- Community business or partner: a company constituted in accordance
with the legislation of a Member State whose registered office,
headquarters or main establishment lies within the Community;

- CEEC business or partner: a company constituted in accordance with
the legislation of a CEEC whose registered office, headquarters or
main establishment lies within a CEEC.

2.2 Network of financial intermediaries

The scheme depends on a network of financial intermediaries selected by the
Commission throughout the Member States. The role of this network is to
promote the scheme, to identify potential investors, to assess the projects
which are submitted, to arrange co-financing if necessary, to administer
the funds allocated to the beneficiaries on behalf of the Commission and to
follow up the projects which are approved by the Commission.

The list of financial intermediaries which form this network is not final.
New financial intermediaries may be added as required, while others may be
withdrawn if their performance is considered inadequate by the Commission.
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Obligations of the financial intermediary

financial intermediary involved in the scheme will undertake:

to promote the programme;

to identify potential investors in joint ventures in the CEEC
countries;

to analyse and assess the applications submitted by the potential
investors;

to appraise and forward applications for support (together with
reasoned opinions) to the Commission;

to arrange the co-financing (if necessary), either directly or
through another financial institution, of the projects which are
submitted to and approved by the Commission; co-financing is optional
for Facilities 2 and 4 but is a requirement for the granting of a
Community contribution in the case of Facility 3.

1f the financial intermediary‘'s nbrmal activities include specific
financing operations of the kind covered in Facilities 2 and 4, co-
financing will be a requirement for the granting of any Community
contribution. 1In certain exceptional cases, however, the Commission

may agree to waive this requirement, provided that a specific
justification is given.

to administer (on behalf of the Commission and for each project
which is approved) the Community contribution granted to the

beneficiary and to represent the interests of the cOmmunity in
dealxngs with the beneficiary.

to follow up the projects which are approved in accordance with the
provisions laid down below for each facility.
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2.3 Beneficiary companies

The companies receiving support under the scheme are:

- Facility 2: a company or companies intending to establish a joint
venture, or an existing joint venture in a CEEC where
significant diversification, expansion or development of the
activity is planned;

- Facility 3: the joint venture itself;

— Facility 4: the joint venture itself; exceptionally, the Community or
CEEC partner.

Priority will be given to small and medium-sized Community businesses with
fewer than 500 employees, with net fixed assets below ECU 75 million and
with no more than a third of their capital held by a large company.

Priority will also be given to joint ventures set up in a CEEC country with
net fixed assets below ECU 10 million.

In other instances, applications will be assessed on a case-by-case basis.
Special attention will be given to the additionality of the Community funds
and in particular to the decisive contribution of the Community aid for the
start-up of the project.

In general, the financial intermediaries in the network and joint ventures
in which the financial intermediary is the main Community or local partner
may not, as beneficiary companies, receive Community support under
Facilities 2, 3 and 4.

Other conditions

- Facility 2:

The business must be a Community or CEEC business planning to form a joint
venture.

The aim of establishing a joint venture will be assessed on the basis of an
agreement in principle between the two partners indicating the intention to
establish a joint venture and on the basis of a pre-feasibility study which
must be included with the application.



C.195

9001EN92L00

- Facilities 3 and 4:

The application must refer to a new joint venture being established or to
an existing joint venture which is being expanded or restructured.

2.4 sectors of activity

As a general rule, the beneficiary companies may operate in any sector,

including the service sector, on condition that the planned venture
involves:

- a direct investment and not a financial investment (placement of funds,
portfolio investment, etc);

- a productive investment (in the broad sense: including the service,
transport, tourist sectore, etc) and not a speculative investment
(purchase of real estate, etc).

The beneficiary companies may not be in the bank lending sector.

2.5 Application procedure

Applications for Community support under this scheme must be submitted in
duplicate by the financial intermediaries to:

Mr J:M. Magnette
Commission of the European Communities
Head of Unit
Wagner Building
L-2920 Luxembourg

Tel. (352) 4301-6261; Fax (352) 43 63 22

Applications must be made on special forms available from the financial
intermediaries.

Each application must be accompanied by the financial intermediary's
reasoned opinion and information on any co-financing which is Planned.

Where appropriate (and especially in the case of Facility 3) the financial
intermediary must indicate how it is planned to provide the funds,
specifying the amount, the conditions and the risk cover available.
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2.6 Eligible expenses

Only expenses incurred after the approval of the application by the
Commission will be considered. The kinds of expenses which may be

considered are listed in paragraphs 4.2.2 (Facility 2) and 6.2.2 (Facility
4) below.

2.7 Ceiling of Community contribution

The total Community contribution to Facilities 2, 3 and 4 may not exceed
ECU 1 000 000 for all the projects relating to a single joint venture.

2.8 Currency unit, exchange rate, interest

2.8.1 All Community contributions referred to below will be denominated and
paid in ecus in the absence of special provisions to the contrary.

2.8.2 The interest due to the Community will be calculated at the three-~
month ecu LIBOR published on the ISDA page of the Reuter screen at
11.00 a.m. London time on the day on which the funds are paid to the
beneficiary. If a payment is due to the Community in a currency
other than the ecu, the interest due to the Community will be
calculated at the three-month LIBOR published on the ISDA page of the
Reuter screen at 11.00 a.m. London time on the day on which the funds
are paid to the beneficiary. If a payment is due to the Community in
a currency not appearing on the ISDA page of the Reuter screen at
11.00 a.m. London time, the interest rate applicable will be the
official discount rate for the currency multiplied by 1.2.

The contributions referred to in each application will be expressed

in ecus, using, where appropriate, the monthly ecu accounting rate,
published by the Commission, applicable to the month prior to that in
which the application is submitted.

2.8.4 The procedure for determining the exact amounts in ecus of the
contributions to be paid to the beneficiary under Facilities 2 and 4
will be to convert the eligible costs incurred in currencies other
than the ecu into ecus at the monthly ecu accounting rate published

by the Commission which applied for the month during which the
expenditure was incurred.
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2.8.5 If the co-financing is effected in a currency other than ecus and/or
local exchange control legislation makes this compulsory, the debt of
the beneficiary corresponding to the Community contribution will be
denominated in the currency; in all other cases debts will be
denominated in ecus.

The financial intermediary will inform the Commission as early as
possible of the exchange rate applied in converting ecus into
this currency for the purpose of paying the beneficiary and of
the final amount; the exchange rate and the amount concerned will
be stipulated in a specific additional clause to the "terms and
conditions" accepted by the Community and the financial
intermediary under the financing agreement. .

2.8.6 All payments to the Commission of debts expressed in ecus shall be
made in ecus unless there are specific written instructions to the
contrary or local exchange control legislation stipulates otherwise.
In such cases the exact amount to be paid in currencies other than
the ecu shall be obtained by applying the official exchange rate

applicable on the date of payment, in accordance with paragraph 2.8.3
above.

2.8.7 1f the beneficiary's debt is expressed in a currency other than the

ecu in accordance with paragraph 2.8.5 above, it shall be reimbursed
in the same currency.

2.9 Payment procedures

The Commission will pay all Community contributions to the final
beneficiary to the account indicated by the financial intermediary.

2.10 Supervisory procedures

The final beneficiary, the financial intermediary and any representative
must allow the services of the Commission and of the Court of Auditors of
the European Communities to carry out any check which they deem necessary
and must make available any information or documents which are requested of
them.

In addition, the Commission reserves the right to have auditing and
assessment carried out by an independent expert.

2.11 Reports and information

The financial intermediaries undertake to provide the Commission with the
following reports and information:
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- general information:

details and evidence of payments made to final beneficiaries and
of repayment of the Community contribution when due;

any factor likely to jeopardize the proper operation of the joint
venture;

any major event (bankruptcy, etc) affecting or about to affect
the joint venture;

any other information requested by the Commission;

- particular information and documents:

- Facility 2:

immediately after the feasgibility study has been completed,
details of the actual eligible costs and supporting documents
must be submitted;

where appropriate, if the joint venture is not established, the
feasibility study must be submitted to the Commission which may
transmit it without indicating its source to all the financial
intermediaries in the network or use it in any other way it
wishes;

if the joint venture is established, or if it is not established
and the Community contribution is repaid, a summary report of the
feasibility study must be submitted;

- Facility 3:

the annual report of the joint venture and any other information
received by the shareholders must be submitted each year;

a summary report on the progress and prospects of the joint
venture must be submitted each year;
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- after ten years, or any other period to be specified by the
Commission, all the information required for the calculation of
repayments must be submitted;

- Facility 4:

- the annual report of the joint venture must be submitted each
year;

- a report on the impact of the activities and details of actual
eligible costs, together with supporting documents, must be

submitted.
3 Procedures for Facility 1: identification of projects and potential
ners

3.1 Objective

The objective of Facility 1 is to provide assistance in the exploration of
business opportunities and more particularly to operations of a general

. nature, i.e. not focussed on individual investment projects. Coomunity
support will be provided only if the proposed operation will be of general
interest, i.e. of use to the whole network of financial intermediaries and
preferably also to other groups, associations and potential investors.

Operations that will lower the high documentation costs associated with
foreign investment (particularly for SMEs) will be specifically favoured as
they diminish perceived risks. The activities supported could take various
forms such as the constitution of a field support unit, specific studies or
assignments, promotion of the scheme, etc.

3.2 Community contribution

A budget of ECU 2 000 000 has been set aside for this facility. This will
be implemented at a later stage after the network of financial
intermediaries has become fully operational for Facilities 2, 3 and 4. It
will be implemented by the Commission in collaboration with the network

intermediaries and possibly other partners such as associations or
investors.
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4 Procedures for Facility 2: Preliminaries to establishing a joint
venture

4.1 Objective

Under the arrangements for Facility 2, investment projects may be supported
financially to cover part of the eligible costs (see paragraph 4.2.2 below)
prior to the establishment of a joint venture.

4.2 Commmnity coatribution

4.2.1 Amount of Community contribution and procedures

The Community contribution is intended to cover part of the costs involved
in establishing a joint venture or in implementing a significant

diversification, expansion or development of activity in the case of an
existing joint venture.

The amount and the procedures for this contribution are as follows:

Pre-feasibility study:

The pre-feasibility study provides the prior information which is essential

for the preparation of the feasibility study and also makes it possible to
develop contacts with the future partner.

A maximum of ECU 2 S00 may be reimbursed to the promoter of a project to

cover expenses in connection with a pre-feasibility study (as defined in

paragraph 4.2.2 below) after the supporting documents have been submitted
and generally when the Commission approves the application for the

"financing of preliminaries to establishing a joint venture.

Feasibility study:

Up to 50%, with a limit of ECU 75 000, of the eligible costs (as defined in
paragraph 4.2.2 below) in the form of an interest-free advance.

This advance will be transformed into a grant if the joint venture is
actually established (see paragraph 2.1.2) within 12 months of the
completion of the feasibility study (offical confirmation of the actual
date of completion of the study will be required). 1In this case, the

remaining S0% of eligible costs may also be borne by the Commission, with
an overall limit of ECU 150 000 (100%).

(13;



C.201

9001EN9I2LOO

The duration of the feasibility study may not exceed by more than 90 days
the duration indicated in the application to the Commission.

The periods of twelve months and 90 days referred to above may be extended
if the financial intermediary submits a written and justified request to
the Commission, which must give its prior consent.

The payment of the first 50t of the Community contribution, following
receipt by the Commission of a letter from the final beneficiary indicating
that the feasibility study has commenced, will be effected as follows:

- 60% (of the 50%) will be paid to the account of the final beneficiary
within seven days of receipt of the funds by the financial
intermediary or written acceptance by the Commission if use is made
of the advance payment procedure;

- the remaining 40% will be paid after approval of the invoices and
supporting documents submitted to the Commission within 60 days of
the completion of the feasibility study.

If half of the total actual eligible costs is less than the 60% paid in

advance (see above), the difference between the two amounts will be repaid
to the Commission within 14 days of the completion of the study. Interest
will also be due on this amount for the period between the date of payment

of the advance and the date of the repayment of the difference to the
Commission.

In the event of payment after the l4-day deadline, the rate applicable to

the excess period will be that stipulated for interest on arrears (see
section 7).

If the joint venture is in fact established, the scheduled additional
payment (to a maximum ECU 150 000 in all) will be made after supporting
documents have been submitted.

4.2.2 Eligible costs

The eligible costs which will be considered in calculating the Community
contribution are as follows:
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Pre-feasibility study:

External costs relating to negotiations with the potential partner as part
of a pre—-feasibility study such as travel and accommodation expenses.
These expenses will be calculated in accordance with the rules applied by
the Commission (see Annex 1).

Feasibility study:

(a)

Additional costs strictly and directly linked to the feasibility
study incurred by the promoters of the project for the establishment
of a joint venture.

These include, for example:

Consultants’ or experts' fees directly connected with the
feasibility study. The consultants or experts must be selected
as a result of an invitation to tender. The fees must be in line
with market rates and/or those accepted by the Commission. The
fees charged by companies in which the financial intermediary or
the final beneficiary has a major direct share shall be excluded.

Properly documented travel and accommodation expenses in the
countries connected with the feasibility study. These expenses
will be calculated in accordance with the rules applied by the
Commission (see Annex 1).

Properly documented exceptional fees or commissions to internal
experts directly related to the feasibility study.

The following, for example, are not covered:

salaries of staff of the joint venture or of potential partners of
the joint venture involved in the scheme;
general expenses;

interest;

promoters‘ profits;

passport fees and personal expenses;

any other exceptional expenditure;

other costs not directly related to the feasibility study.
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(b) Seed money for early-stage investments: pilot and test projects and
construction of protoypes.

4.2.3 Repayment

If the joint venture is not established within 12 months of the completion
of the feasibility study, the beneficiary of Community support may choose
between:

- making the feasibility study available to the Commission which may
transmit it without indicating its source to all the financial
intermediaries in the network or use it any way it wishes;

or

- repaying the Community contribution within 14 days of the end of the
12-month period indicated above; in the event of payment after the
l14-day deadline, interest will be due on the amount to be refunded
for the period between the deadline and the actual date of repayment,

under the conditions stipulated for interest on arrears (see section
7 below).

The Commission reserves the right to ask for its contribution to be
refunded if the costs incurred are clearly disproportionate to the scope
and/or quality of the study.

Repayment will be made to an account specified by the Commission.

S Procedures for Facility 3: Medium and long—-term capital requirements

S.1 Objective

This facility applies to joint ventures being established or to joint
ventures undergoing renovation or expansion.

The Community may contribute to the financing requirements and take on part
of the risks if other investors are also involved in the medium/long-term
financing of the venture, especially using their own resources. These
investors must be the Community partner, who must hold a significant share

af the capital of the joint venture, and the financial intermediary (either
directly or indirectly).

C.203
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S.2 Special conditions regarding the financial intermediary for Facility 3

- The pre-condition for the granting of Community support is that the
financial intermediary, or another financial institution in cooperation
with the financial intermediary, must provide medium and long-term
financing in the form of own resources to the joint venture which is being
established, renovated or expanded. This financing will be in addition to
the funds made available by the partners in the joint venture.

- The financial intermediary or financial institution co-financing the
venture may ask to be insured by national credit insurance schemes or
private insurance companies against risks of a political nature or of
transfer, natural disaster, embargo, exchange rate fluctuations or
other risks connected with the funds being made available to the
joint venture. However, the financial intermediary or financial
institution co-financing the venture will be required to bear all
other risks associated with the financing. This limitation of risk
cover applies solely to that part of the financial resources which is
considered in calculating the amount of the Community contribution.

- The financial intermediary or financial institution co-financing the

joint venture will as a rule provide financing to the joint venture
for a maximum period of ten years.

S.3 Community contribution

5.3.1 Amount of the Community contribution

Irrespective of the ceilings indicated above, the Community contribution
may not exceed:

- the amount of medium and long-term financing made available to the joint

venture by the financial intermediary (directly or indirectly) under
Facility 3;

the amount of the share in the joint venture held by Community
partners on their own behalf.
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Ceiling of the Community contribution:

The Community contribution may not exceed 20% of the total capital needs of
the joint venture being estabished, renovated or expanded, given the
proposed overall ceiling of the scheme.

5.3.2 Procedures for providing the Community contribution

$.3.2.1 Form of the Community contribution

The Community contribution will be provided in a form similar to that used
by the financial intermediary either directly or indirectly for the
provision of medium and long-term financing, especially as equity or quasi-
equity, to the joint venture under Facility 3. This form may be, for
example:

(1) Acquisition of capital in the joint venture by the financial
intermediary or financial institution co-financing the venture. In
this case, the Community contribution will be provided in the form of
an equity loan to the joint venture.

(2) Debt equity swap, or the conversion by the financial intermediary or
financial institution co-financing the venture of a debt into an
acquisition of capital in the joint venture. 1In this case, too, the
Community contribution will take the form of an equity loan.

(3) Investment loan, i.e. a loan (as a rule, not mandatorily linked to
the supply of goods) which reflects, by virtue of the repayment or

call conditions, the acceptance by the lender of a joint venture
risk, e.g.:

a subordinated loan as defined in Article 21 of the Council
Directive of 8 December 1986 (85/63S/EEC) and Article 4 of the

Council Directive of 17 April 1989 (89/299/EEC) (see Annex 2);
- a convertible loan;

- a shareholder's loan.

In this case the Community contribution will take a form
identical to the form of financing used by the financial
intermediary, whether direct or indirect.
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5.3.2.2 Payment of the Community contribution

The Community contribution will be paid through the financial intermediary
to the joint venture itself in accordance with the terms and conditions of

the offer relating to the project which has been accepted by the financial
intermediary.

Payment will be made in proportion to the actual financing wmade available
directly er indirectly by the financial intermediary under Facility 3. The
total Commwnity contribution must, however, be paid within two years after
the date ef approval of the project by the Commission. Any part of the
coatributien which is not paid during this period may not be paid
thereafter.

The Commuaity contribution will be paid in ecus and may be denominated
either in ecus or in the currency used for financing by the fimancial
intermediary or financial institution co-financing the venture.

$.3.2.3 Repayment of the Community contribution

Repayment of the Community contribution will be made in proportion to the
repayment made to the financial intermediary or financial institution co-
financing the venture.

The contribution must as a rule be repaid within ten years after the date
of approwval of the application by the Commiseion.

If the financing provided under Facility 3 by the financial intermediary or
fimaneial institution co~financing the project {s not repald within this
tes-year period, the Commission may ask the beneficiary for an estimate of
its comtribution (if it has been granted in the form of an equity loan, for
example) and the beneficiary must forward this estimate to the Commission
via the financial intermediary within 60 days of the date of the
Commission's request for repayment. If there is disagreement over the
estimate, the Commission will have the option of requesting a second
estimate from an independent expert of its choice. In the event of a
dispute, the Commission may consult the international technical expertise
centre of the International Chamber of Commerce (ICC).
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The Commission may, however, decide to defer the repayment of all or part
of the Community contribution on the basis of a properly justified request
submitted by the financial intermediary.

Repayment of the Community contribution will be in the currency in which
the contribution was denominated.

Repayment will be made to the account specified by the Commission.

5.3.2.4 Earnings on the Community contribution

The earnings on the Community contribution (dividends, capital gains, etc)
will be equal to the earnings due to the financial intermediary or
financial institution co-financing the venture for the financing made
available to the joint venture under Facility 3. The Commission will,
however, surrender half of these earnings to the joint venture. These

amounts will be entered as exceptional income for the year in which they
are obtained.

They will be paid to the account specified by the Commission in the
currency .
in which the contribution was denominated in proportion to the earnings due

to the financial intermediary or financial institution co-financing the
venture.

6 Procedures for Facility 4: Technical assistance

6.1 Objectiv-

This facility is intended to strengthen the human capital base of joint
ventures, either new or already in existence, by co-financing specific

technical assistance measures and the transfer of know-how associated with
their creation or revitalization.

6.2 Community contribution

6.2.1 Amount of the Community contribution and procedures

The Community contribution is intended to cover part of the costs involved
in strengthening the human capital base of a joint venture which is being
set up or which already exists. In the latter case, however, these costs
will be limited to those incurred in connection with a significant
diversification or revival of the existing joint venture's activities.
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The contribution will also cover part of the costs connected with the
acquisition or transfer of know-how.

The amount of the Community contribution and the procedures are as follows:

6.2.2

The eligible costs (as defined in paragraph 6.2.2 below) may be
financed up to 50%, with a ceiling of ECU 150 000, in the form of an
interest-free loan.

The operations proposed by the beneficiary must be completed within
twelve months of the date of approval by the Commission. This
deadline may be extended on submission of a written and substantiated

request by the financial intermediary for the prior agreement of the
Commission.

Co-financing by the financial intermediary is optional, but financial
involvement in the venture by the intermediary will ensure
preferential consideration.

With regard to the payment of the financial contribution, 60% of the
amount approved will be paid to the final beneficiary's account
within seven days of receipt by the financial intermediary of the
funds or the Commission's written acceptance where use is made of the
advance payment procedure. The remaining 40% will be paid after the
invoices and supporting documents relating to the eligible costs

which have been actually incurred have been submitted to and approved
by the Commission.

If half of the eligible e€osts is less than the amount paid as an
advance (see above), the difference between the two amounts must be
refunded to the Commission within 14 days of submission of the
invoices and supporting documents. Interest will be due on this
amount for the period between the date of payment of the advance and
the date of refund of the difference to the Commission. In the event
of payment after the l1l4-day deadline, interest will also be due on
this sum for the period between the end of the 1l4-day period and the
date on which repayment becomes effective under the conditions
stipulated for interest on arrears (see paragraph 7).

Eligible costs

The eligible costs which will be considered in calculating the Commission's
financial contribution are as follows:
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- additional costs strictly and directly linked to training schemes and/or
transfer of know-how which are incurred by the joint venture or one of its
shareholders.

Eligible costs include:

- cost of attending a training course locally or in a Community country;

- external cost of organizing on-the-spot training by a local or Community
company;

- special fees and commissions to internal staff of the joint venture or

its shareholders in direct connection with technical assistance or the

transfer of know-how.

Eligible costs do not include:

- normal salaries and costs of internal staff even if they are involved in
technical assistance or the transfer of know-how;
- royalties for know-how.

6.2.3 Currency unit and rate of exchange

Contributions will be calculated and paid in ecus. The amount owed by the
final beneficiary will be denominated immediately in the local currency.
The financial intermediary will inform the Commission as early as possible
of the exchange rate applied in converting ecus into this currency for the
purpose of paying the beneficiary and of the final amount; the exchange
rate and the amount concerned will be stipulated in a specific additional
clause to the "terms and conditions" accepted by the Community and the
financial intermediary under the financing agreement. This provision is an
exception to the general provisions set out in paragraph 2.8 above.

6.2.4 Repayment

Contributions under Facility 4 will be due for repayment after four years
and repayment must be completed by the end of five years in accordance with

the terms laid down in the agreement signed by the Commission and the
financial intermediary.

Repayment will be made in ecus or local currency to the account specified
by the Commission.
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ANNEX 1

Reimbursement of expenses

(a) Travel expenses

- rail: first class
- air: economy-class fare (maximum);
- - car: first-class rail fare.

(b) Subsistence expenses

The rate of the daily subsistence allowance will be as follows:

Within the Community Outside the Community

Overall daily allowance Daily allowance Accommodation
Lux. francs ECU ECU
Belgium 4 455 Bulgaria 43 Actual costs
Denmark S 814 Czechoslovakia 33 Actual costs
France 4 085 Hungary 33 Actual costs
Germany 4 014 Poland 33 Actual costs
Greece 2 736 Romania 43 Actual costs
Ireland 4 973 Yugoslavia 48 100
Italy 5 334 Albania KX] Actual costs
Luxembourg 4 213 OTHER ComTaieS 3} /\o{uq\ cosYe
Portugal 3 942

Spain 4 968

The Netherlands 4 707

United Kingdom S 467
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which are not cstablished i the Community but which
sausfy  the  dcfiniion in Arude 1 of
77/780/EEC.

Dusecuve

Article 19

Laatdiacs: licra 2 — Amounats owed to custoracrs

1. Amounss owed to customars shall incdlude all amounts
owed 1o aeditors that are not aredit insutudoas withia the
meaning of Arude 18, regardiess of dheir actual
designations.

The oaly cxception shall be liabilities repeesenced by debe
securitics ot by any ather sccunity, which must be shown
unda Liabilities item 3. ’

2. Oaly deposits which sadsfy the conditions laid dowa in
narioaal law shall be aeated as savings deposits.

3. Savings bonds shall be shown under dhe corvesponding

sub-ttem oaly if they are mot represeated by negodisble
certificates.

Article 20

Liabdities: Item 3 — Debts evidenoed by certificaces

1. This item shall indude both debe securities and debes
for which ncgotiable cerdficates have -been issued, in
particular deposit reccipts, bons de caisse® and liabilitics
arising out of own 2cocptances and promussory moces.

2. Only scocptances which a aredit insticution has issued
for ist own refinancing and in respect of which it is the first
party liable (‘drawee’) shill be acated 2as own
acocptances.

Article 21

Liabilitics: Item 8 — Subordmated liabilitics
Where @ has been coatractually agreed that, in dhe event of
winding up or of bankrupccy, liabiltics, whether “or not
cvidenood by certdficates, ace 10 be 1epaid oaly after the

daims of all other aredicocs have been met, the liabdities in
qucstioa shall be shown under this ttem.

Article 22

Laabditcs: ltem 9 — Subisarilied capaal

This wem shall comprice all amaounes, regardicss of theu

acvaal designations, which, o accocdance wuh the topd
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Anae x “

V1,12 84

structure of the institution concerned, arc regarded undeg
national law  as equity capual subscribed

by e
shaccholders oc other propnictors.

Article 23

Liabditics: leem 11 — Reserves

This ttem shall comprise all the types of reserves listed in
Actide 9 of Directive 78/660/EEC under Liabilities item
AV, z. defined thercin. The Member Scates may also
prescribe other types of reserves if necessary for aredic
insttutions the lcgal structures of which are not covered by
Directive 78/660/EEC.

The types of reserve seferred to in the first paragraph shall

be shown separately, as sub-itams of Liabilides item 11, in
the balance sheets of the aredit instrutions concerned, with

the excepaoa of the revaluaton reserve which shall be
shown under item 12.

Article 24

Off-balancc sheet: Item 1 — Condingent Labilities

:l'hi_sit.mthallomptiscaﬂmnsacﬁ'onswhacbym
insutution has underwritten the obligations of a chird
party.

Notes oa accounts shall seate the n2nure and amouat of zny
type of coatingent liability which is matertal in relation t
an institudoa's activitics.

Liabilitics arising out of the endocsement of rediscounted
bills shall be included in dhis item oaly if sationat law docs
00t require otherwise. The same shall apply to acocptanacs
ocher than own acocptances.

Smduudmplodgodumﬂztadmﬁqshaﬂ
indude all guarantee obligations inaurred and assecs
pledgod as collateral security oa behalf of third partics,
pani.adadyin respect of surcdes and irrcvocable leteers of

-—

Article 25

Off-balaace sbeet: ltem 2 — Commitmeats

This stem shall include cvery irrevocable comemitment
which could give rise 10 2 13k

Notes oa accounts shall seaie e nature and amount of any

type of communcnt wlady wmatcral o relavon ta an
(IO T TN PR ITTITTRN
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1 The commitments of the members of Clcdi'( insticutions
u;( up 3% cooperative sockctics referred 1o in Artide 2 (1) (?)-
chall comprisc thosc socicucs’ uncalled capual, together w,(h
(he kgl commitments of l'hc members of those cooperadive
soactics 10 makc addiional uou-rc(und;.l,k payments
should the acditinstitution ncur a loss, in _whnch case it must
be possible to demand thase paymeats without delay.

jot ' i f borrowers in the casc
The joint and scveral commitments o .
of a:ii( insttutions organized as funds shall be treated inthe
same way as the preceding ttems.

All such items may be induded in own funds in so far as they
are counted as the own funds of insttudons of this category
undcr national law.

], Mcmber States shall not indude in the own funds of
public credit institucons guarantecs which they or their local
suthorides extend to such entitics.

However, the Kingdom of Belgium shall be exempt from chis
obligation undl 31 December 1994.

3. Momber States or the compctent authorities may
indude fixed4crm cumudative preferential shares referred to
ia Artide 2 (1) {8) and subordinated loan capital referred to
in that provision in own funds, if binding agreements exist
under which, in the eveat of the bankruptcy ot liquidadon of
the aredit institution, they rank after the daims of all ocher
aeditors and are not o be repaid undl all other debs
ourstanding at the time have béen serded.

Subordinated loan capital must also fulfil che following
antenia:

(a) omly fully paid-up funds may be taken tnto account;

(b) the loaas involved must have an original maturity of at
least five years, after which they may be repaid; if che
maturity of the debe is not fixed, they shall be repayable
oaly subject to five years' notice unless the loans arc no
loager considered as own funds or unless the paor
coosent of the compercnt authoriGes s specifically
required  for eardy repayment. The competent
authoriies may granc permission for the cady
cepayment of such loans provided the requestis made ac
the initiative of the issucr and the solvency of the aredit
nstitutoan tn question is not affected;

(€) the extent 1o which they may rank as own funds must be

tradually reduced dunng at least the last five years
befare the repayment dacc,

d

the loan agrecment must not nclude any  clause
Providing, that m speditied cucumstances  ather than the
wunbig, up of e credic ansuton, the deln will

bt tepanabile betone the aprecd ceprayacas dae

Ol foncnad of the Luropean Connmuaties

fnn o VUL
Nol 124719

Arcscle N

Uaul fusther  coordinavon  of  the  provisions  on

consolidation, the following cules shall apply.

1. Where the calculacion is 1o be madc on a consolidated
basis, the consolidated amounis l'ch(i-ng to the items
fisted under Artidde 2 (1) shall be used in accordance wath
the cules laid down in Iirective 83/3S0/EFC.
Morcover, the following may, when they arc aedit

(‘ncgauvc’) items, be regarded as coasolidated reserves
foc the calculation of own funds:

any minocity interests within the meaning of Artide
21 of Directive 83/349/EEC, where the global
integrauon method is used,

— the first consolidatioa difference withun the meaning
of Artides 19, 30 and 31 of Dirccuve 83/
349/EEC,

 — the translation differcnces incdluded in consolidac=d

rescrves in accordance with Artde 39 (6) of Dice mive
86/63S/EEC,

— any difference resulung from the inclusion of zercain
partidpadng interests in accordance with the method
prescribed in Artide 33 of Disective 83/343/EEC.

2. Where the above are debit (‘positive’) iteras, they must be

deduaed in the calaulaton of consolidaced own
funds.

Article 6
Deductioas aad lamics

1. Theitems referred to in Ardde 2 (1), poines 3 and § to
8, shall be subject to the following limits:

(2) the total of items 3 and 5 10 8 may not exceed 2
maximum of 100 % of items 1 plus 2 minus 9, 10 and
11;

(b) the total ofitems 7 and 8 may not exceed 2 maximum ok
50% of items 1 plus 2 minus 9, 10 aad 11;

(c) che tocal of icems 12 and 13 shall be deducted from the

total of all ems.

2.  Theitem referred to in Artide 2 (1) (4) shall consacute
a scparate category. Provisionally , it shall be induded in own
funds without limit, but shall not be induded when the basis
of the limit for che items referved ¢o in poines 3 and 5 to 8 is
fixed. Within six monchs of the implementacion of this
Directive the Commission shall, in acoordance with the
procedure provided for in Antide 8, propose the final

weaanem {or this item aither in onginal own funds or in
additional own funds.

3 Vhe lunues eeleried 1o i paragraph | must be complicd
with a2y from the date of the entry o force of che
suplemcating, measures for the Coumnad Direcuve on a

solverney cater fon crede cenntitations and bie 1 fasuacy 1993 a
""' '.l‘f\‘
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Interest on arrears

The interest due to the Commission will be calculated using the
three-month ecu LIBOR published on the ISDA page of the Reuter screen
at 11.00 a.m. London time on the date of payment of the funds to the
beneficiary, plus 3%. If a payment is due to the Community in a
currency other than ecus, the interest due to the Community will be
calculated at the three-month LIBOR published on the ISDA page of the
Reuter screen at 11.00 a.m. London time on the date of payment of the
funds to the beneficiary, plus 3%. If a payment is due to the
Community in a currency not appearing on the Reuter screen, -ISDA
page, at 11.00 a.m. London time, the interest rate applicable will be
the official discount rate for the currency multiplied by 1.4.
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FINANCIAL FINANCIAL FINANCIAL

INTRODUCTION

Country : Bulgana

Programme : Financial Sector Development Programme
Year : 1991

Cost : 10MECU

Sector Classification : Financial

Responsible Authority  : Ministry of Foreign Economic Relations

(MFER)
Specific Proj. Responsib. : National Bank of Bulgana
: State Insurance Institute
: Ministry of Finance

SUMMARY

The Commission's programme aims to strengthen the Bulganan
government's capacity to solve the existing Financial Sector problems and,
at the same time to lay the grounds for the development of a self-sustaining
sector.

The proposal takes into account the desire to approximate to EC
regulations and practices.

The Programme covers restructuring of the banking and insurance sectors,
reforms of taxation and the fiscal administration, as well as modem
accounting and suditing and the institution of a programme managemeat
unit.

Specific assistance will be givea by the Commission in the field of banking
by drafting legislation and relevant respective regulations (in particular for
the Law of Banks and Crediting Activity and the Laws of the National
Bank of Bulgaria). EC banking organizations, Ceatral Banks and banking
supervisory authoritics, such as the Bank for Intemational Settlemeats, the
IMF and the World Bank will also provide drafting assistance. Provisions
are made for sccondmeats of NBB officials to EC institutions.

Assistance is programmed for the implemeatation of the Bank Supervisory
Department at NBB. Consultancy services are eavisaged to developing
banking control and accounting regulations and also to design of training
for (NBB) staff. Feasibility studies for information systems and the
procuremeat of basic hardware and software will also be undertaken as
part of this package.
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FINANCIAL FINANCIAL FINANCIAL

IDENTIFICATION

Country : Republic of Hungary

Programme : Financial Sector Development

Year ;1991

Cost : 9MECU

Sector Classification : Financial

Respoasible Authority  : Minister of State, responsible for Financial

Sector - Dr. Botos

SUMMARY

The objective of the EC PHARE 1991 financial sector programme is (0
assist the Hungarian Govemmeat strengthen its institutional framework,
develop appropriate reform strategies in the financial sector, and con-
solidate reform measures already taken.

A programme has been worked out with the authorities which focuses on
advice to the Minister of State, responsible for the Financial Sector.

The six main componeats are:

1  Advice to the Minister of State, (Dr. Botos) responsible for the
Financial Sector; .

2 Improvemeants of the General Tumover Tax-System (Type of VAT
introduced on 1 January 1988 largely unsuccessful)

3 Assistance to the interbank clearing system GIRO RT in establishing a
data security system to preveat un-authorised access to electronic data
transmission betweea banks;

4 Assistance for the development of the accounting and auditing
profession;

5  Assessmeat of needs for technical assistance in the financial sector and
the execution of feasibility studics;

6 Staffing of a Programme Managemeat Unit (PMU)

1 Assistance to Minister Responsible for Financial Sector

The responsibility for the development of the banking sector and security
market and the evolution of the institutional infrastructure of the whole
financial sector was separated from the Ministry of Finance in December
1990 a0d transferred to Dr. Katalin Botos, Minister of State” without
portfolio.

The specific tasks of Minister Botos include, inter alia:

- improvement and reaewal of legal framework of banking (Banking
Law, Law on Investment Funds, Central Bank Law, Securities Law,
ctc.

- creation of new financial institutions, such as a national bank for
reconstruction and development, a mortgage bank, an export credit
insurance company, credit unions and cooperatives;

- introduction of merchant banking, credit cards, automatic teller
machines;

- working out the concept of bank privatisation, taking into account the
problem of bad debts at commercial banks;

‘o
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" FINANCIAL FINANCIAL FINANCIAL ||
1. IDENTIFICATION
Couatry : Hungary
Programme : Modemization of the Financial System
Years . 1990
EC Coatnbution 1990 : SMECU
Sector Classification . Financial

Responsible Authority

SUMMARY

: Ministry of Intemal Economic Relations

Hungary’s national bank is negotiating with the World Bank for a loan of
approximately USD 66 million for the modemization and strengthening of

the financial system.

The Community will finance part of the technical assistance and
institutional support needed for the modemization programme. The
programme will be implemented by the national bank in close cooperation
with the World Bank and the Hungarian banking association.
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giving guidance to the Hunganan Bank Reform Comnussion;

- establishment of a national payment system;

- supervision of the State Banking and State Sccunues Supervision
Agencies. .

Under the preseat programme, 1.2SMECU (approximately 50 man-
months) is allocated in order to provide Minister Botos and her staff wath
the necessary European assistance (o cope with this multitude of tasks.

2-6 The rest of the EC PHARE facility will be used (o develop these
components.

EC PHARE Financial Sector initiative 1990:
Progress:

Under the 1990 budget, PHARE (in conjunction with a $66 mullion World
Bank loan) made Technical Assistance available to six major financing
institutions. This project is well under way. About 50% of the funds have
been used at present (Nov. 91) and it is expected that another 35% will be
used during the first half of 1992. The Hungarian government recoguises
that further improvement and support is required if the financial sector is
to become an efficient operator in the emerging market economy.
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I[ FINANCIAL FINANCIAL FINANCIAL

1. IDENTIFICATION

Country : Poland

Programme . Financial Sector Development Programme
Year : 1991

Cost . : 16MECU

Sector : Financial

Respoasible Authority  : Ministry of Finance

2. SUMMARY

The Financial Sector Development Programme gims at assisting the Polish
authorities in their efforts to realize reforms in the fields of banking,
insurance, taxation and accounting and auditing. For all these subsectors,
emphasis is put on training. These needs are to be identified in close co-
ordination with the Polish institutions to benefit from such assistance.

ddVHd

Reforms in these areas are esseatial to a successful transition from a
ceatrally planned command economy to an open market-oriented economic
system.

The proposed Programme includes technical assistance for each of the * *

sbove meationed sub-sectors and consists notably of expert advice, * *
training and management support. Only a small proportion of the total ,(***'
amount will be used for the procurement of equipmeat (teaching and ad-
ministrative aids).

The Programme is fully compatible and complementary to the actions
undertaken and funded by other donors, and reflects the priority choices of
the Polish authorities.

The Programme will be implemented on the basis of 6-monthly work
programmes under the supervision of & Programme Managemeat Unit
which will be located at the Ministry of Finance. This Unit will be
respoasible for the organisation and coordination of the implementation of
the programme as well as for the monitoring of progress and the initiation
of corrective action whea required.

The total cost of the Programme amouats to I6MECU and the duratioa is
estimated (o be three years.
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INVESTMENT INVESTMENT INVESTMENT

IDENTIFICATION

Country : Poland

Programme : Programme for Equity Investments in Private
Enterprises

Year : 1990

Cost : 2MECU

Sector : Investment

Responsible Authority : EIB

SUMMARY

The project consists of an equity fund established in the Export
Development Bank (EDB) and which could be exclusively used to make
equity investmeats, on behalf and for the account of the Cooperation Fund
established by the GOP, in eaterprises undertaking projects which would
beaefit from financing under the global loan.

On the basis of proposals presented by EDB, each individual equity
investmeat would be subject to EIB approval.
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FINANCIAL FINANCIAL FINANCIAL -l]

IDENTIFICATION

Couatry > Yugoslavia

Programme . Financial Sector and Enterprises Reform
Programme

Year < 1990

Cost : 3SMECU

Sector Classification : Firancial Sector

Respoasible Authority

SUMMARY

The proposed Programme envisages to provide Technical Assistance
(including some support facilities to the Govemment of Yugoslavia in
order to assist it in achieving its economic restructuring objectives with
regard to caterprises, banking, accounting and auditing and to fiscal
reform. The Programme covers all these areas because they are closely
related and form a coherent package for the reform of the entire financial
and eaterprise sectors.

The proposed programme is in general part of a comprehensive programme
of medium-term stabilisation which is supported by an IMF stand-by
Armmangement and & 400 million US$ World Bank Structural Adjustment
loan, and is in particular part of & Financial Sector Adjustmeant Operation
which will be supported by a 300 million US$ Sectoral Adjustmeat loan of
the World Bank.
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1.

IDENTIFICATION

Country : Hungary, Poland, Czechoslovakia, Bulgana,
Romania

Programme : Joint Venture Support Scheme for Central and
East European Countnes

Year - 1991

Cost : 20MECU

Sector . Joint Venture

Respoasible Authonty

SUMMARY

This project has been designed in order to stimulate small and medium
scale enterprises in the Community to create and/or expand joint ventures
in Central and Eastern Europe. lts desired effect is to extend and direct
foreign investment in those countries. There will be a transfer of know-
how and technology from the West this will involve co-operation betweea
the Community and the Eastem European Private Sector. The programme
should last for three years. Four types of scheme will be supported
covering ideatification of joint venture opportunities up to supporting its
extant.

a) Ideatifying potential projects and partners and providing general
information and pin-pointing sectors of interest by means of general
studies. Actions that will lower the high informational costs associated
with foreign investment will be specifically favoured as they di-
minished perceived risks. :

b) Investment projects that have been identified and are sufficieatly
circumscribed will be financially supported. This will usually take
place in the form of a feasibility study containing 2 market analysis,
business plan and possible contract negotiations betweea the future
partners. Seed money for early-stage investments will be covered by
the facility.

EC support will be available in the form of an interest free advance
covering half of the costs not repayable in the event of a successful
outcome.

c) Contributing to the capital requirements of existing and new joint
veatures. EC might contribute to the financing requiremeats and take
on part of the risks on equitable terms with other investors. (20% of
the total capital needs of the company).

d) Supporting the overall transfer of know-how by training, technical and
managerial assistance related to the particular joint veature. This could
be in the form of on site training or sending an ex-patriot manager to
take part in the running of the company. EC contribution will be in
the form of an interest free loan and could be combined with a (¢)
contnibution.

This scheme will be implemented by a network of financial institutions
(development banks, investment funds multilateral organizations etc) in the
Community which will participate in the financing from their own funds in
order to easure involvement with all EC Member states. The financial
institutions will handle all relations with investors. Total cumulative
amount for a single joint venture in facilities (b), (c) and (d) is IMECU:
for (a) 2MECU.
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“ PRIVATISATION  PRIVATISATION “
1. IDENTIFICATION
Couatry ' : Czech and Slovak Federal Republic
‘Programme : Prvatisation and Restructuring of State
Enterprises
Years : 1991
EC Contribution : 1I9MECU
Sector Classification : Economic Restructunng

Respoasible Authority  : Federal Ministry of Economy

SUMMARY

To assist the transition to a free market economy from the previously
ceatrally planned system 19MECU has been committed by the Community
for the privatisation of industry in the Czech and Slovak Federal Republic
over the next three years. Following government requests, short term
PHARE sssistance has already been given in the phanmaceutical, steel and
armament industries but this programme aims at more long term and
structured support. The requisite federal legislation on “small®
privatisation, has beea in force since December 1990 and “large” since
April 1991. The bulk of these funds (I4MECU) will be speat on an
Enterprise Support Scheme which will provide targeted and precise
information for eaterprises in their formative stages on a grant cost-sharing
basis. The rest will be speat on institutional support, policy reform and
training the indigenous managers to play an increased role in the privatised
institutions.

A certain duplication resulting from the existence of two republics in the
CSFR meaas that a privatisation ageacy at federal level is ualikely.
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INDUSTRY INDUSTRY INDUSTRY INDUSTRY

IDENTIFICATION

Country : Hungary

Programme : National Firm Registration and Information
System

Years : 1991

EC Contnbution 1990 : 1.SMECU

Sector Classification : Industry

Responsible Authonty

SUMMARY

The Hungarian Ministry of Justice will receive 1.SMECU to extend and
update a country wide information and processing system which will
manage individual registrations of private companies. Although
privatisation and foreign investment are increasing rapidly, the present
system used by the Ministry of Justice cannot cope efficiently with the
work-load. The new computedsed network will be accessible from all
nineteea county courts.
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PRIVATISATION PRIVATISATION

L.

IDENTIFICATION

Country : Hungary

Programme : Enterprise Restructuring and privatisation
Years : 1991-1994

EC Contribution 1990 : 40MECU

Sector Classification : Economic Restructuring

Responsible Authority  : State Property Agency (SPA)
SUMMARY

The objective of the programme is to support the process of economic
reform in Hungary in the areas of ownership reform, privatisation and
caterprise restructuring. Technical and financial assistance will be
provided to the key institutions involved in the process to enable them to
carry out their tasks in a timely, effective and open manner.

In the field of ownership reform, assistance will be provided through
technical assistance in the specification and initial operation of holding
structures and other institutional arrangements, which will allow the
exercise of ownership rights by the Government.

Institutional support to the State Property Agency, technical assistance for
the active as well as the spontancous privatisation programmes of this
organisation will be provided.

Restructuring_of industrial enterprises will be supported by financing
detailed restructuring studies for selected subsectors and eaterprises where
possible on a cost-sharing basis. Additionally, financial support in the
form of quasi-equity or subordinated loans to eaterprises in eavisaged for
which a Restructuring and Privatisation Investmeat Company will be set
up. Support from the EBRD is foreseea.

The programme will also meet training needs related to privatisation and
restructuring, especially those of board and enterprise council members
and enterprises managers.

For geaenally strenghtening the SPA support will be provided through
short-term coansultancies conceming specific privatisation cases, as well as
through long-term advisory services in the fields of asset managemeat and
know-how initiated privatisation.

PROCUREMENT

Technical assistance will be procured either by restricted tender or by
direct agreement, depending on the cost or specialist nature of the services.

Wherever possible, maximum participation of local consulting firms will
be encouraged.

Equipment procurement will be by open intemational tender, or by
restricted tendering if justified by the cost or special characteristics of the
equipment.

Small expenditures of minor importance may be subject to direct
agreement.

C.237
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IMPLEMENTATION

Invitations to tender may not be issued without the pnor a.pproval pf the
Commission of the European Commuaities. The n‘\a(cml. will be delivered
directly to the institutions concerned and installed immediately.

The project cost is OMECU with a duration of 3 years.



“ PRIVATISATION  PRIVATISATION “
1. IDENTIFICATION

Country : Hungary

Programme : Basic Technical Assistance for the

Privatisation Agency

Years : 1990

EC Coatribution 1990 : SMECU

Sector Classification : Prvatisation

Responsible Authority
2. SUMMARY

The Hungarian Government has set up a privatization agency, which will
privatize state-owned firms and supervise their transactions. It will select
statc-owned firms for sale, transform them into limited companies by
selling shares, launch the privatization and supervise and approve pro-
cedures for firms carrying out their own sale.

On-the-spot foreign technical assistance will be provided by three top
privatization experts, specializing in the following areas:

(a) stock markets,
(b) public relations,
(c) valuing firms.
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PRIVATISATION PRIVATISATION

IDENTIFICATION

Country : Poland

Programme : Enterpnse Restructunng, Privatisation &
Demonopolisation

Year o 1991

Cost : SOMECU

Sector : Pnavatisation

Respousible Authority

SUMMARY

Ownership reform and pnvatisation industnal restructuring and
demonopolisation constitute the central elements of the transition process
from a planned to a free market economy. Adjusted to each recipient
country's policies the PHARE sponsored programmes in their present
measures provide technical and financial assistance to the key institutions
involved to enable them to carry out their tasks in an effective manner.

Specific assistance will be givea to:

a) The Ministry of Ownership Changes (MoOC)
b) The Ministry of Indusiry (Mol)

¢) The Industrial Development Agency (IDA)

d) The Antimonopoly Office (AMO)

¢) The Foreign Investment Agency (FIA)

J) Regional Initiative in these areas

OBJECTIVES

Building on a 1990 programme, the MoOC's pivotal function in carrying
out ownership transformation of state owned eaterprises will be
strengthened by technical assistance in the following areas:

- the individual privatisation of selected large enterprises in all their
aspects;

- a mass privatisation programme with a view to preparing a greater
number of eaterprises for private ownership and management
including seclection criteria, enterprise appraisals and profile
standardised accounting methods;

- the individual commercialisation and privatisation of small and
medium sized state owned enterprises;

- asupporting markeling and investor education programme

- managemeat training on a2 large scale in order (o ensure the successful
operations of the privatised enterprises
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OTHER DONORS

This programme forms only a part of the activitics in these areas.
Activities not covered by this programme will be financed by other
donors, by loans and by the institutions themselves. in particular the
World Bank is planning to provide significant resources in the form of
loans. The overall coordination will be ensured by the Commuttee for
Coordination of Credits and Foreign Assistance chaired by the Deputy
Prime Minister. The Programme Management Unit will be available to
assist other donors in implementing their assistance projects and in
promoting cofinancing projects.

TE AL ASSISTANCE AND EQUIPMENT

Technical Assistance will be recruited either by restricted consultation or
by direct agreement depending on the cost and specialist nature of the
services.

Procurement of equipment will be by international teader or restricted
consultation if justified on the basis of the cost or special characteristics of
the equipment. Small expenditure of minor importance my be subject to
direct agreement.

The cost of the programme is SOMECU and its duration is until the end of
1984.
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INDUSTRY INDUSTRY INDUSTRY INDUSTRY

IDENTIFICATION

Couatry : Poland

Programme : Programme of Assistance for the Industnal
Restructuring

Year : 1990

Cost : 4MECU

Sector : Industry

Respoasible Authority

SUMMARY

The short-term aim is analyse the situations of certain individual state
undestakings and certain branches of industry and to improve the
operational capabilitics of the [RF.

The longer term aim is to provide analyses and recommendations for
restructuring in these undertakings, as part of the task of making industry
adapt to 2 market economy.

The elemeats of restructuring:

a) rchabilitation of viable undertakings

b) help to wind up noa-visble caterprises

¢) development of company-related services

d) development of 2 general operating environment of industry
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PRIVATISATION PRIVATISATION “

IDENTIFICATION

Country : Poland

Programme : Basic Technical Assistance Programme for
the Privatisation Agency

Year : 1990

Cost : SMECU

Sector : Prvatisation

Respoasible Authority  : Prvatisation Agency

SUMMARY

A privatization agency will have the job of drawing up legislation and
establishing the necessary procedures and conditions for an orderly and
equitable privatization of state-held companies. The ageacy will be
responsible for preparing and conducting the privatization of the
companies selected and for setting up a securities market. The first stage of
the project will be implemeated in close liaison with the Intemational
Finaace Corporation.
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SME SME SME SME SME SME SME “

IDENTIFICATION

Country : Bulgana

Programme : Enterprise Restructuring/Privatisation and the
Development of SMEs

Years : 1991

EC Contribution 1990 : 20MECU

Sector Classification : SME

Respoasible Authority  : Ministry of Industry, Trade and Service

SUMMARY

To strengthen the development of the private sector the Bulganan
Government will use this 20MECU over the next three years in the
restructuring, privatisation and development programme for the small and
medium sized eaterprises: (SME's). The main emphasis of EC support will
focus on institutional strengthening, sectoral studies, diagnosis and
evaluation of eaterprises and support for privatisation transactions and
training.

The programme was developed in close co-operation with the EBRD
where continuing involvement in the operation is expected. A credit line
will be set up as soon as possible. The structural adjustment and
stabilization programme is spoasored by the World Bank and is open to all
G-24 donors. It will be implemeated by the Ministry of Industry, Trade
and Service with co-operation from the Privatisation Agency.
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IDENTIFICATION

Country : Czech and Slovak Federal Republic

Programme : SME Programme

Year : 1991

EC Coatribution : 20MECU

Sector Classification : Small and Medium-sized Enterpnises

Respoasible Authority  : Federal Ministry of Labour & Social Affairs,
CSFR

INTRODUCTION

The Government of the CSFR and the Governments of the Czech and
Slovak Republics aim to promote small and medium-sized eaterprise
development as part of their policy to create a market economy, increase
the level of economic activity and generate employment.

The SME Programme will coatribute to these aims by supporting a range
of measures at federal, republic and local level. The Programme will have
four main componeats which will be supported by the programme as non-
refundable contributioas to cover all or 2 major part of the costs. They are:

i) Giving support o the development of appropriate policies and
measures to create SME's (1.4MECU) by:

- legislation conceming SME

- strategic policy issues concerning SME

- developmeat of business education, training and counselling
- small business acommodation

- local eaterprise and employmeat creation projects methods

- intemational networks

ii) Giving support to the development of services to SME's,
including the strengthening of associations and agencies already
supplying such services (S.SMECU) by;

- information, awareness and promotion activities

- training business couansellors

- -information and advice services by the Associations of
Enterprises.

- integrated local services to SME's.

Pilot projects will be rua in the form of Local Enterprise Agencies and
Business Ceatres in priority regions such as those undergoing major
industnial restructuring and likely to experience severe job losses, and
major urban ceatres offering the potential for developing a core of
more sophisticated and innovatory enterprises such as those associated
with technology institutes.

=



iii) A credit line to provide “micro-loans™ to small enterprises,
through financial institutions, and a contribution to an appropnate
credit guarantee scheme. (12MECU). This 12ZMECU will be
divided in to two sectioas;

Micro-loan schemes (4.SMECU of the 12) This will offer “soft” terms
of credit to small enterprises. The rules of the Scheme will be agreed
between the Federal Ministry of Labour and Social Affairs and the
PMU with the agreemeat of the Commission.

Credit Guarantee Scheme (7.SMECU of the 12) The purpose of this is
to facilitate the supply of credit to small enterprises. This contribution
by the scheme will be made on condition that at least a matching
contribution will be provided by state authorities at federal and/or
republic level.

iv) A Programme Management Unit (PMU) (1.1MECU) to assist the
federal, republic and local level authorities, the financial
institutions and other SME organisations in developing further
and implementing SME promotion measures, including the
setting-up of specific rules, managing the funds and developing
support services.

The unit will have three full time external experts, two in Prague and
oae in Bratislavia. This unit will report to the Head of the SME unit
of the Federal Ministry of Labour and Social Affairs. It will support
the setting up and operation of the SME Advisory Council (a
permaneat structure comprising Ministries, eatrepreacurs and other
private soctor organisations concerned). and preseat to it a quarterly
progress report.

The Programme will have a duration of 2.5 years and will cost
20MECU.
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1.

IDENTIFICATION
Country : Hungary
Programme : SME Programme
Year/EC Contrbution  : 1991: 3.5SMECU
: 1992: 0.5SMECU
Sector Classification : Small and Medium-sized Enterprises
Responsible Authority  : Hunganan Foundation for Enterprise
Promotion (HFEP)
SUMMARY

Building on the 1990 EC PHARE programme, this 1991 programme will
have three main components :

- A facility to develop and strengthen the Local Enterprise Agency
Network (LEAN) established under the 1990 PHARE SME
Programme;

- Support to develop and strengthen established business associations
and banks providing services to SMEs.

- Two Business centres to be set up and financed under 1992 budget at a
cost of 0.SMECU.

a he 1 m ARE i

The Local Enterprise Ageacy network (LEAN) was established in 1990 by
the HFEP to deal with problems in structural adjustment and the
promotion of regional develomment.

A pilot Local Enterprise Ageacy network at megye(!), was implemeated.
It is autonomous under local direction and contro! and receives financial
assistance from the joint resources of the HFEP and the PHARE pro-
gramme.

After an exteasive promotion to campaign for applications to establish 6
pilot LEAs, they were selected by an independent committee whose
selection coatained a wide spectrum of industnal sectors, geographic
regions and cconomic and social problems found in contemporary
Hungary.

Each LEA will be expected to promote the creation of self-sustainable
economic activity in its megye and encourage the generation and growth of
SMEs in these six very diverse areas of Hungary and give an estimated
budget of the funds needed to achieve targets specified in the period up to
Juae 1992.

(') megye (=county level)

14V Hd
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EC PHARE Objectives for SME's in 1991

1991 EC PHARE Assistance to SME's in Hungary

The objective of the Programunc is to support the emerging, but stull
fragile, SME sector by creating and strengthening the regional SME
support and banking institutional network.

The Programme complements the PHARE privatisation and industnal
reconstruction programmes in that it aims to facilitate the provision of
profitable employmeat opportunities for those individuals and large
cowmpany subsidiaries readered redundant by economic rationalisation.

The Programme is itself a transitional measure allowing time for an
assessment of the effectiveness of the pilot LEAN and SSB projects. The
Technical Assistance Unit (TAU) will continue to keep other potential aid
donors informed of the progress of the pilot programme. In the event that
the pilot programme is successful the involvement of other aid donors in
expanding the programme will be sought. The terms of reference for and
staffing of the TAU remains unchanged from the 1990 programme.

The programme will have a duration of one year and will cost 3.5SMECU
exclusive of the 0.SMECU proposed for the setting up of the business
ceatres in 1992,

This programme is a continuation of the 1990 programme.

Project propused at the 11th PHARE Management Committee Meeting of
July 1991.

Other ™~nors: None

Commeats: This project together with the 1990 project are reported to
have been successes.

Project Manager: Pierre Mirel
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IDENTIFICATION

Country : Hungary

Programme : Programme of Assistance for SME
Years 1 1990

EC Contribution 1990 : 21IMECU

Sector Classification : SME

Responsible Authonity

SUMMARY

The Huaganan Foundation for the Development of Enterprises (HFEP)
was set up to eacourage the development of SME. Its function is to make
loans to SME, provide a credit guarantee system to back these loans and to
finance the provision of risk capital and support services for SME.

The progamme for SME will contribute to attaining these goals by
increasing the HFEP's resources. There will be five elements:

(2) acoatribution to the HFEP credit guarantee system:
(b) funds for possible investment in the form of capital holdings:

(c) a line of credit caabling loans to be granted to SME via financial
institutions:

(d) an SME support services facility to develop and streagthea the
associations and bodies which provide services to SME and to
provide direct finance for such services:

(¢) a technical sssistance unit to help the HFEP, the financial
institutions and the SME support bodies o draw up rules, manage
the funds and give advice on the development of support secvices.

The project will last two and a half years.

1dVHd
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1. IDENTIFICATION
Couatry : Poland
Programme : Pnvate Sector Development
Year : 1991
Cost : 6MECU
Sector : Small and Medium-sized Enterprises

Respoasible Authority  : Ministry of Industry and Trade, Undes-
Secretary of State for Foreign Assistance and
European Integration

2. SUMMARY ~

Building on the foundations laid by 1990 PHARE SME (Small and
Medium-sized Eaterprises), programme, the principal purpose of this EC
PHARE 1991 progamme is to extead support to the developmeat of
advisory and support services for SMEs, strengthen existing SME
institutions, and provide assistance to the policy, advocacy and promotion
departments within the governmeat. The 1991 programme also
complements the World Baok loan for the development of the private
sector in Poland.

ddVHa

« «
The duratioa of the programme will be until the end of 1993. x «
x «

EC PHARE Assistance 1991 to the Division of Enterprencurial
Development at the Ministry of Industry and Trade

The Divisioa for Entreprencurial Development (DED), headed by an
Under-Secretary of State, has beea receatly established by the government
to foster the rapid development of the prvate business sector.

Aresas of PHARE EC Involvement ace:

Ingtitutional Deyclopmens: The capaclty of the Division will be
strengthened by the provision of one longtam eaemnal adviser,
equipment, Polish and foreign consultants for specific studies, and
training. Details of the major items are outlined below.

. Policy Formulation & Sector Studies: Assistance will be provided 10 the
Under-secratary in the fields of policy formulation, the preparation of the
legal and regulatory framework necessary for the development of the
sector, the designing of a strategy for the support structure and mecha-
nisms to SMEs, and the undertaking of sub-sector speclalist studies.

Business_Promotion_and Information_Dissemination: Support will be
provided to enable the DED to undertake adivities for the sector and
educational campaigns.

Human Resources Development: The programme will support training of
the staff of the Division and associated organisations by funding courses,
seminars and study tours.

JINS
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EC PHARE Assistance 1991 o the Institutions Supporting Prvate
Sector Development at (i) Regional and (ii) National Level

®

(i)

At Regianal Level, the support programme will include the following
components:

Expansion of the SME Programme: The existing programme will be
expanded 10 include another four regions and to widen its functional
aciivities. The support to the intermediate organisations will be
similar 1o the current programme and will include a needs assessmeni
study, continuing guidance on development, specific consultances,
staff training and provision of equipment.

Consultancy & Technical Programmes: The range of services offered
will be widened 1o provide Consultancy studies on specific business
topics 10 medium-sized firms, and quality management programmes
will be established.

A feasibility study will be made on Hi-tech Incubators, with a view 1o

setting up pilot incubators, where small new enterprises, alone or in
cooperation with technical research institutes (technical universities),
would be given the opportunity 10 work with new products or methods.

At National level, the Support programme will include the following
componeants:

The_Information Systems: required by the private sector must be
identified.

Export_promotion: funds will be made awailable for an adive
programme, to assist in the marketing of Polish small and medium

enterprises products.

National Chamber of Commerce (KIG): This organisation has
already been identified as the main recipient of the support from this
section of the programme. A detailed Needs Assessment Study will be
commissioned to review the struaure, organisation and funcions of
the KIG, with particular regard to its providing services identified as
required by the private seaor and complementary to the SME.
Assistance will be awailable to implement appropriate activities
targeted in the study.

Training_for Managers and Entreprencurs: Assistance will be
provided to develop standard curicula and iraining programmes. A
study of training needs and a review of existing provisions will be
prepared as a resource document for workshops to develop the
training curicula and standards. The project will be underiaken in
conjunction with the relevant Government departments and Task Force
Jor Training & Human Resource Development.



PHARE Information
Background to Polish SME's

Polish Governmeni Reform

The first phase of transforming the centrally planned system into a free
market based on private ownership has been marker driven stabilisation,
which, has led 10 a deep recession in the economy. The next and more
Sfundamental stage is the process of structural adjustmen: involving the
establishment of a legislative, regulatory and financial services framework
appropriate for frec market commercial operations, the restructuring and
privatisation of the siate companies and the promotion and development of
the private Small and Medium-Sized Enterprises (SME) sector. A strong
private secior is necessary 1o absorb manpower released from state firms
and also to create a modern commercial and insustrial sector.

Situation of SMEs

The Small and Medium-sized Enterprises sector is an important element in
the drive towards free market conditions, and in Poland over the past
eighteen months it has seen a rapid development; regisiered companies
have increased from 11,700 to 38,500 and offered, in 1990, a national
employment total of 2,400,000.

A number of local initiatives have been taken by intermediate
organisations (Chambers of Commerce, Economic Socieiies, eic.) at the
grass roots level 1o respond to the pressing demand for business services.
These units are still weak in terms of skills, infrastructure and
organisation, but they are a good vehicle for the provision of services to
micro and small businesses. In a similar manner local training institutions
have introduced programmes to assist the sector.

At the national level these associations are very frail, but are developing
rapidly into important private institutions which have the potential to
provide a useful range of services to their members One example is the
Nartional Chamber of Commerce (KIG), which was established in 1990
and now has over 70 regional branches. It is well placed to provide
information and advisory services to private businessmen.

EC PHARE Assistance to Polish Small and Medium-sized Enterprises
‘90 Progress made

The first SME programme, financed out of the PHARE ‘90 funds, and
administered by the Cooperation Fund, is strengthening the SME
institutions and infrastructure and providing, during the transitional
period of structural adjusiment, import credits and support services.

It has been decided that in the future 1991/1992 the activities of the SME
programme needs 1o be expanded to other geographical regions, especially
those which have inadequate support services, high unemployment and
which are lagging behind in private sector development. The target group
also needs to be broadened to cover the full specirum of business ventures
(i.e., not only manufacturing, but also rural and tourism related

businesses, and trade). The range of services 1o businessmen will also be
expanded.
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IDENTIFICATION

Country : Poland

Programme : Sectoral Import and Technical Assistance
Programme for SME

Year : 1990

Cost : 25MECU

Sector : SME

Respoasible Authonty

SUMMARY

The aim of the programme is to give SME in the pnvate sector access to
the foreign exchange (FOREX) they need urgently, mainly for importing
esseatial equipmeat and goods, but also for meeting the cost of additional
advice and assistance (acquiring qualifications, training, studies, etc.),
streagtheaing the curreat facilities for assisting SME and granting limited
credit in local currency to small firms.

Credit could also be granted in limited amounts for importing equipment
or materials needed by the businesses or organizations for providing
esseatial products or services which have a direct effect on the health or

well-being of the population.

=
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PHARE PROGRAMME

SME Development in HUNGARY, POLAND CSFR and in BULGARIA

In the framework of the PHARE Programme Smaill and Medium-sized Enterprise
Programmes have been agreed in Poland, Hungary, CSFR and in Bulgaria.

1.

21

THE PHARE PROGRAMME

The fundamental objective of the PHARE programme is to support the
process of transformation from a centralised command economy to one
based on market forces. This change requires far-reaching and
fundamental reforms, including the entire regulatory and institutional
framework, the incultation of management skills and a business
“culture*, the modernisation of most of the plants and equipment and
privatisation. The development of a strong and dynamic private sector
capable of meeting this chalienge and taking over and operating the
productive capacity of the country is a central element in this
process.

THE SME_PROGRAMMES

SMEs have played a vital role in the overall economic growth of market
economies all over the world and still represent a very considerable
share of global economic activity. In view hereof the Commission has
decided, on the basis of the proposals made within the PHARE programme
by the countries concerned, to finance two programmes for Smai{l and
Medium-sized Enterprise development in Poland (25 miilion ECU),
Hungary (21 million ECU), CSFR (20 million ECU) and in Bulgaria
(2.5 million ECU).

BACKGROUND

Poland

Following 40 years of state control, the Polish economy reached a
state of crisis in 1989. To remedy this situation the new Solidarity
government has undertaken a very radical reform process aimed at
transforming the centrally planned system into a free market economy
based on private ownership. Although the economy continues to be
dominated by large state-run enterprises which need to be privatised
in due course, the private sector has recently grown considerably. In
this regard, supporting the newly emerging SME sector over the current
period of structural adjustment and economic transformation, while
faying the foundation for the establishment of an institutuional
network for the provision of advisory and financial services to the
private sector, is very important at tbis stage.

Hungary

In Hungary also large state enterprises dominated industry for decades
and stil! continue to do so. However, since the first moves to develop
SMEs began in 1982, the number of private enterprises has grown
spectacutiarly. At this moment the Hungarian government has adopted or
is preparing a number of measures aimed at encouraging the development
of SMEs and to this end set up the Hungarian foundation for Enterprise
Promotion (HFEP). The HFEP gives loans to SMEs backed up by a credit
gurantee scheme and support services funding for SME development.
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2.2

CSFR

The Industrial structure in the CSFR was based on large state
enterprises and prior to the legislation of private enterprise in July
1990, a relatively small number of individual entrepreneurs were
operating independent business activities in the "black" or “grey"
economy .

Following the legislation of private enterprise, there has been a
large number of business registrations, estimated at 780.000 for the
CSFR by 31 March 1991.

Small enterprise development is an important aspect of the creation of
a market economy in the CSFR. Government, at both federal and republic
levels, emphasises that the promotion of SMEs should have the dual aim
of creating employment, especially helping to absorb the manpower
released from the restructuring of state enterprises, and contributing
to economic growth.

The most immediate constraint relates to difficulties of access to
credit, existing gaps in the legislation and the lack of support
services. ‘

Bulgaria

The Ministry of Industry and Trade has created a SME unit for the
analysis, initiation and monitoring of small enterprise development.

More than 20.000-private small and medium-sized enterprises have been
established over the last year, most of them are said to be one-man
enterprises and mainly related to trade and services.

The main constraints on SME development are the lack of a clear and
well-established 1{egal framework, the lack of an entrepreneurial
culture and of support services to assist the Iline-going SMEs in
formulating their projects and converting their ideas into a business
and the present banking system, which is not aimed at helping SMEs to
obtain credit.

OBJECTIVES OF THE COMMUNITY'S PROGRAMMES

Although the recent reforms in Poland and Hungary have (thus) led to a

spectacular growth 4n the number of SMEs, there are still many
constraints on SME development. The most immediate constraints are
related to the financial market situation, i.e. lack of financial

resources for SMEs; absence of guarantee mechanisms; high interest
rates. However, the more fundamental underlying causes are the
weakness of the business support services and of the financial
institutions concerned. Also, there is a real lack of an
entrepreneurial culture and virtually no support network to help
“would-be business people".

In view of the overall process of structural adjustment and economic
transformation aimed at achieving a market based economy with a strong
private sector, the SME programmes aim to help achieve this objective
by encouraging the development of SMEs through



1) loans to Polish, Hungarian, Czechoslovakian and Bulgarian SMEs
through participating local banks acting as financial
intermediaries

2) the setting up of credit guarantee schemes to cover partly the
risks of borrowing for the SMEs

3) the setting up and financing of support services for SMEs
(training activities, information centres, consultancy firms,
market research, trade promotion etc...).

The SME programmes are being run on a decentralised basis by a special
Programme Support Unit (PSU) consisting of local experts assisted by
external specialists. The programmes will be started in priority
regions first, possibly spreading to others. The duration of the
programmes will be 2 % years.

PARTICIPATION OF EC FIRMS

EC companies may be involved in two ways :

a) if an EC firm is forming a joint-venture with an SME partner in
Poland, Hungary, CSFR or Bulgaria, the J.V. may be eligible for
credit facility through the local participating banks. Information
can be obtained directly from the Programme Support Units
established in Budapest, Warsaw, Prague and Sofia(see below);

b) an EC consulting firm, specialised in SME support services and
training in particular, may express its interest by writing direct
to the PHARE Operational Service and to the PSUs, enclosing
supporting documents on skills and experience.
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4. COORDINATES FOR INFORMAT ION AND EXPRESSION OF INTEREST

a) in Brussels, Commission of the European Communities

- DG | PHARE Operational Service
M. Pierre MIREL /7 M. Kees BROEKHUIZEN

- DG XXII1 - M. Martin HARVEY
b) Programme Support Units

MAGYAR VALLALKOZASFEJLESZTES| ALAPITVANY
VALLALKOZASFEZLESZTES! |RODA
Hungar ian Foundation for Enterprise Promotion

H - 1115 Budapest, Szakasits Arpad ut 68

Tel. : 00-36-1/185.31.11, 185.27.11 — Telefax 166.90.85
- Telex : 22.44.98

Executive Director
Dr. Suszanna HOLLO

External Experts

Mr. Richard GUILFORD

Mr. Jeremy SWAINSON
Credit specialists

Mr. S. ARMSTRONG
Mr. E. CROKE
SME advisers

The Cooperation Fund
al. Zurawia 4A
PL - 00-503 Warsaw
Tel. : 00-48-2/693/53/66 - 694.63.68 ~ Telefax - 693.58.15

Director of the PSU
Mrs. Krystyna GURBIEL

Polish experts
Mrs. Anna |WANOWSKA
SME support mechanisms

Mr. Andrzej ZDZARSKI
Banking/Finance activities

External Experts
Mr. Charles-lLouis DE SMET

Credit specialist
Mr. Maarten Pieter NUGTEREN
SME adviser
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CSFR]

Federal Ministry of Labour and Sociat Affairs
Patackeho namesti 4
128 01 PRAHA 2

Tel. : 00-42-2-211 82 561 — Telefax 291 085

Director of the PSU
Mrs. Holubcova

External Experts
Mr. Brendan RUSSEL

Credit specialist

Mr. Des FITZPATRICK
SME adviser

Mr. Brendan MARTIN (posted in BRATISLAVA)
SME development and financial specialist

Ministry of Industry and Trade
29, Aksakov Street
BU - 1046 Sofia
Tel. : 00-359-2-87 19 13 - Telefax - 87 19 12

External Experts
Mr. Herbert van Werkhoven
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THE SOCIAL DIMENSION OF P HARE

PHARE, the European Community°'s programme of assistance to reforms in
Central and Eastern Europe, has a distinct social dimension. It is
helping governments to build a social safety net and to modernise and
restructure policies in the area of employment, social protection,
health and education. It is also supporting efforts to build patterns
of social dialogue and the kind of civil society without which a
pluralist democracy and a market economy cannot function. The process
of reform is nevertheless long and difficult. Moreover, the setting up
of large assistance programmes also takes time. Altogether the key
political challenge facing the governments of Central and Eastern
European countries (CEECs) is to maintain the momentum for economic
reform, whilst at the same time preserving social consensus and ensuring
help for the most disadvantaged.

The social implications of economic reform

The process of transition to a market-driven economy requires that the
state reduce its role in the economy, shed its responsibility for
enterprise and hence also its control of wages and employment, and
-reduce most if not all price subsidies. This process, which in any
event was bound to lead to greater income disparities, economic
inequalities and unemployment as known in Western Europe, has been made
all the more difficult on account of the poor economic situation of most
of the CEECs to start with, exacerbated by the sudden loss of markets
and supplies following the Gulf war and the end of rouble-based trade
with the ex-USSR.

Basic needs

The immediate challenge facing some governments, with suddenly reduced
access “n foreign exchange, has thus been to maintain supplies of basic
necessities - food, drugs, spare parts as well as fuel to keep factories
open and transport services functioning. During the early stages of
reform and adjustment in the CEECs, EC PHARE has, along with other
Western donors, provided support for emergency imports of drugs (to
Albania, Bulgaria and Romania) and other basic supplies to Albania. 1In
Bulgaria, when part of the Kozloduy nuclear power station was closed
down, PHARE financed extra supplies of electricity. Food aid too was
provided by the EC, including by PHARE, to Poland as well as to Albania
and Romania. Since 1990, PHARE humanitarian aid of this sort has
amounted to more than 160 MECU (without including emergency relief for
ex—Yugoslavia or aid for special groups like Romanian orphans).

Poverty and the social safety net

In all the CEECs, low income groups - pensioners, single mothers, large
families - are the most severely affected by the initial stages of
economic reform, especially by the removal of subsidies on food,
housing, transport and so on. Yet since in the past poverty was

officially non-existent and unemployment scarcely recognised, completely
new schemes and services have to be set up to provide basic income
support, shelter and other forms of social assistance. The
responsibility for this has wmost often been decentralised to local
government which is already overwhelmed with new tasks and tends to lack
both funding and management skills.
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Effective action against poverty needs to be part of a broader strategy
to restructure the social services as a whole, to re—-think the
relationship between the state and the individual, indeed change a
culture of passive dependency and begin to target social assistance oanly
to priority needs whilst fostering new forms of self-help and local
initiative.

PHARE assistance with the restructuring of social services is taking
various forms according to the particular plans and priorities of each
government. In Hungary, PHARE has helped since 1990 with a 3 MECU grant
with the launching of a new Foundation for local social networks which
aims to stimulate local self-help welfare initiatives. It will also be
assisting in the decentralised management and improved cost effective-
ness of social services with a sizeable 6 MECU programme in Hungary, and
also in Poland and Romania. Though the situation varies radically in
these countries, the administration of institutional care of elderly and
disabled people gives rise to particular concern. In Poland, PHARE will
support major efforts to re-train staff in social benefit offices as
social counsellors, and to professionalise the role of NGOs in social
welfare (8 MECU).

Social security

The reform of social security systems, where unlike social assistance
the right to a certain level of benefit is often enshrined in law, is
the most daunting task facing governments in the CEECs. Given sharply
declining revenues and facing unprecedented budget stringency,
governments are obliged to seek for savings and share the burden of
financing. Entirely new contributory schemes for unemployment
compensation are being set up in great haste in most of the CEECs (often
with World Bank assistance). The key task is nevertheless the reform of
current pensions systems which are financially unsustainable, 1like a
time~-bomb ticking away under the national budgets, as already seen in
Poland.

External assistance in this area, from PHARE, together. with agencies
like the ILO and the World Bank, can provide technical expertise to help
clarify the policy options in social security and, when the political
decisions are made, to help in streamlining and computerising the
management of benefit systems including health insurance. The
Czechoslovak government has already made considerable progress in this
area for which 4 MECU from PHARE is used for technical assistance and
complementary computerisation. This is an area of activity which will
in due course require large-scale investment financing in most of the
CEECs

Employment

The restructuring of employment and labour market policy is also an
integral part of economic reform in the CEECs, given the need to come to
grips with the new phenomenon of structural unemployment (previously
disguised as underemployment in state enterprise), to equip local labour
offices to handle registration and payment of benefits, but also to
develop positive responses including counselling, job training and
assistance for micro-enterprise development.



PHARE has responded to government requests for assistance, taking due
account of the many other donor initiatives in this field. In
Czechoslovakia, PHARE is engaged in a 15 MECU broad-based programme,
including labour market policy support; strengthening the employment
services; financing for innovative pro—active measures and upgrading
training. A similar but smaller 2 MECU programme is being launched with
Bulgaria. In Poland, the emphasis of PHARE is on local employment
initiatives, with support of 7 MECU foreseen for a network of ten
demonstration projects developing a ‘bottom-up' approach to employment
promotion. In Hungary, the focus of a 10 MECU programme is on an
integrated employment and training strategy for the Budapest area
complementing initiatives taken elsewhere in the country. In Romania,
PHARE will be operating at two levels with technical assistance on
labour market policy at national level (2 MECU) and a crash programme of
10 MECU to mount adult training and micro-enterprise support at local
level using available facilities in state enterprises.

All these employment initiatives should be seen as complementing action,
already strongly supported by PHARE to the tune of more than 60 MECU, to
develop small and medium-sized enterprises. In Poland and Hungary in
particular, large-scale programmes to support special credit lines and
local business advisory centres were launched in 1990.

Health

High priority has been attached by CEEC governments to improving the
health services since the early stages of economic reform.

Drugs supplies have fallen into disarray and a whole new production,
procurement, prescription and financing policy is required. The state
of primary health care, far behind Western standards, is a major cause
for public concern. Most serious is the organisation, management and
financing of health services which eat up a sizeable proportion of what
is now a declining state budget, yet which fail to respond to public
needs or give value for money. Decentralisation, financial management
and accountability are therefore key themes, together with the need for
a whole cultural shift, away from medical specialisation towards
preventive primary care.

The importance attached to health care in the CEECs is reflected in the
large-scale involvement of PHARE in this area since 1991. A 25 MECU
programme in Romania is focussing on basic services, drugs supply, local
clinics and setting up a new national blood transfusion service. 1In
Poland, the emphasis of the 20 MECU PHARE programme is on human resource
development, particularly for general practitioners and health managers.
In Bulgaria, apart from assistance with management and financing policy,
the two stage 25 MECU programme is giving support to modernise the
medical emergency services.

Similar themes occur in the smaller Czechoslovak projects (4.5 MECU) as
well as in the major programme for Hungary, being worked out by PHARE
and the World Bank. Health is also one of the key issues in Albania and
in Lithuania where PHARE is providing technical assistance in close
liaison with the WHO.
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Education and Research

The major long-term task of governments in the CEECs is to develop new
values, attitudes, knowledge and skills in society at all levels.
Though people are highly cultured and well-schooled in comparison with
much of the West, their education and environment has not equipped them
to exercise initiative, creativity and flexibility in a situation of
changing economic conditions. Narrow specialisation in higher education
and research also leave the CEECs with a dearth of expertise in inter-
disciplinary fields like bio-technology and in empirical sciences such
as economics and management.

Changes will come about slowly, through reforms in the formal education
system, through better communications thanks to a free press and better
opportunities to travel to the West, and through direct experience of
economic and social change. ' Priority issues concern the dewelopment of
new skill training provisions for unemployed adults (see above under
‘employment’), changes in the structure and curriculum of vocational
education for young people (previously in the hands of state enterprise
in many CEECs), reform in the status and financing of higher education,
re-organisation of research and generally “"opening up” to Western ideas
and influence.

PHARE assistance has reflected these government priorities with a
particular emphasis being given from the start to academic links with
the West and the EC in particular, managed through the TEMPUS scheme for
cooperation in higher education (more than 200 MECU for all CEECs over
1990-92), and through the much smaller ACE scheme on economic research
(11.5 MECU over 1990-92). Hungary has been far ahead in developing
policy reforms and is using PHARE assistance for restructuring higher
education (3 MECU), for cooperation in research (13 MECU) and for
various measures to develop and extend new vocational education
curricula for young people, including the most disadvantaged (9.5 MECU).
In Czechoslovakia, major reforms are also planned with PHARE assistance
in 1992 (10 MECU), in higher education with the move towards short-cycle
courses, in basic school curricula with new emphasis on citizenship and
European studies, in language teaching as well as in vocational
education. PHARE is also helping in the design of a science and
technology policy in Czechoslovakia. Large—-scale PHARE programmes are
now also foreseen to continue support for reforms in Poland in
vocational and post-secondary education, and in science and research
(19 MECU).

Training and General Human Resource Development

Developing technical skills and management expertise and generally
learning the "ways of the West" is clearly not the sole preserve of the
education authorities. Indeed, from the early stages of economic reform
in the CEECs, the call from all quarters has been for assistance with
training - civil servants, bankers, farmers, managers of state
enterprise, small enterpreneurs, accountants, judges, safety inspectors,
social workers, mayors, ... Indeed, training is the area where most of
the G24 bilateral donors have been most active, developing study visits,
seminars and links of all kinds.



Because of its broader vocation and flexibility, PHARE chose first of
all to focus on assisting CEEC authorities in defining the medium-term
objectives of policy reform, in establishing the legislation and
regulatory frameworks, and developing a broad astrategy for
implementation, including financing and equipment as well as training.
This general approach has applied to most policy areas, from small and
medium-sized enterprise through to telecommunications and environment.
PHARE has nevertheless now moved on to the stage where it is engaged in
supporting large-scale training programmes in a wide range of areas,
including the banking and financial sector, customs, statistics, public
administration, local government, and nuclear safety. Where possible,
PHARE supports the build up of in-country training capacity, by
financing equipment and the training of a core of instructors. This
trend is bound to continue, with increasing emphasis on training and re-
training linked to the reconversion of enterprise in major sectors such
as coal, steel, armaments and chemicals.

Broadening the scope of PHARE

The emphasis of the PHARE programme has changed and developed over the
first three years, taking account of progress in implementing the
initial stages of economic reform and also reflecting the growing
complexities of the reform process.

New priorities for action have emerged, to overcome institutional
weaknesses for instance which have been greater than expected, since the
public administration has yet to develop a new legitimacy and has
already lost many of its competent people in the private sector. The
human factor - the legacy of a past which discouraged and sometimes
penalised initiative - has been generally underestimated by the
optimists. There exist, moreover, few structures for dialogue with the
social partners and NGOs, indeed in some CEECs there has yet to be a
legal basis for trade union recognition or for an NGO to function.
There are still 1legal bottlenecks, despite intense parliamentary
activity, already producing an unprecedented amount of new legislation.

The priorities for PHARE, which are determined essentially by CEEC
governments, now include institutional development of different kinds,
notably support for public administration reform and for strengthening
local government. There is also a trend in all five larger CEECs
towards regional development which allows for an integrated socio-
economic approach to industrial reconversion. There is emphasis on
assistance specifically to re-inforce the role of NGOs, with
Czechoslovakia seeking to develop the same kind of autonomous civil
society programme as that launched with PHARE support in Poland through
the Cooperation Fund in 1991. Particularly significant is the
assistance foreseen in Bulgaria, Hungary, Poland and Romania for
developing structures for social dialogue and strengthening the role of
trade union and employers associations.

The Future

PHARE has given significant support since 1990 to programmes in the
social sector. Altogether about 625 MECU will have been committed by
end 1992 in the areas of social policy mentioned above, representing
nearly 28 % of the total PHARE budget over the three years. A third of
this is made up by PHARE humanitarian aid (excluding Yugoslavia)
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amounting to necarly 220 MECU, which should in principle decline in
future years. A further third represents expenditure on TEMPUS (also
over 200 MECU), which may also take on a different profile in the years
to come, for instance on industry - university links. These figures do
not include the very substantial assistance to SMEs, to institution
building or to general human resource development in other sectors.

The next phase of PHARE (1993-1997) will be shaped for most of the CEECs
by the Europe Agreements, setting targets for cooperation and
approximation of legislation with the EC, including the social sector.
Large—scale PHARE finance will continue to be used to support the
implementation of policy reforms and to assist in_ coping with the
economic and social consequences of structural reradjustment. Albania
and the Baltic states are only now -starting with PHARE technical
assistance for policy reform. Although facing different problems from
the other CEECs, they will be able to bepgfit from the experience of
rapid economic and political reform among their neighbours.

In addition, PHARE may well focus in future on more integrated uses of
investment finance to stimulate regional development and employment
creation, for instance, or to facilitate industrial investment which
contributes to environmental and health protection. The social
dimension of PHARE in future should not therefore be 1looked for
exclusively in specific sector programmes for health, education or
employment, but also in the broader development and investment
instruments, in their impact on working and living conditions and on job
creation. Such a convergence of economic and social objectives requires
that all the partners concerned are associated with the formulation of
priorities so that they are able and willing to act in solidarity
thereafter to build a stable democracy for the future.

Executive Summary

PHARE is helping governments in East and Central Europe to build a
social safety net and to modernise and restructure policies in the area
of employment, social protection, health and education. It is also
supporting efforts to build patterns of social dialogue and the kind of
civil society without which a pluralist democracy and a market economy
cannot function.

Altogether about 625 MECU will have been committed by end 1992,
representing nearly 28 ¥ of the total PHARE budget over three years,
broken down approximately as follows:

Supplies of basic necessities 220 MECU
and humanitarian aid

Support for social policy reform 205 MECU
- social protection and
social dialogue 25 MECU
- employment and labour market S0 MECU
- education and research 5SS MECU
- health 75 MECU
TEMPUS cooperation in higher education 200 MECU
These figures do not include related PHARE support for SMEs, for

regional development and for any of the sector related training
programmes, which would amount to an additional 200 MECU.



D.271

D. ADDRESSES



D.272



24/1
5273

* X %
K X
I Mg
L
Ak

COMMISSION OF THE EUROPEAN COMMUNITIES
PROGRAMME OF ASSISTANCE FOR ECONOMIC RESTRUCTURING
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The
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containing Addresses of:
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e  National Coordinatorsq of the PHARE progamme 2
e Project Management/Implementation/Support Unit: Agriculture 4
Education , training, research & development 5
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Enterprise restructuring & privatisation 6
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Finance 7
Foreign Trade 7
General Technical Assistance Facility 8
Health 8
Humanitarian Aid 8
Nuclear Safety 9
PHARE Investment Promotion 8
Public Administration 10
Small & Medium-sized Enterprises 10
Social policy, employment and welfare 10
Support for civic dialogue 1
Telecoms 11
Transport 1
e TEMPUS: the PHARE higher education support programme 13
e JOPP: the PHARE joint venture support programme 14
e  QUVERTURE Programme of local government cooperation 14
e COST: cooperation in science & technology 15
o Delegations of the EC in Central & Eastern Europe 16
o Missions of the countries of Central & Eastern Europe to the EC 17
e Delegations of the Member States to the EC 18
e International organisations and other useful addresses 19
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NATIONAL COORDINATORS OF THE EC PHARE PROGRAMME

ALBANIA

Mr. Gjergj) KONDA, Minister for the Economy, Ministry of Economy and Finance, "Déshmoret
ct Kombit", Tirana, ALBANIA

w (355-42) 282.64, Fax: 283.62

(or fax via the Ambassador of Albania in Belgium, Mr. POJANI Fax: (32-2) 533.35.38)

Please contact:

Mr. DULAKU, Ministry of Economy and Finance, Director of the Aid Coordination Unit

BULGARIA

Mr. 1 KOSTOV, Minister, Ministry of Finance, 102 Rakovski Str., 1040 Sofia, BULGARIA
Fax: (359-2) 80.11.48, Telex: 22727 minfin bg

Please contact:

Mr. Plamen GOGOV, PHARE Coordination Officer,

w (359-2) 86.92.19, 87.09.45 Fax: same as telephone, Telex: 22727 minfin bg

THE CZECH AND SLOVAK FEDERAL REPUBLIC

Mr. Jaroslav Kubecka, Federal Minister of Economy, Federal Ministry of Economy,
Nabrezi kpt. Jarose 1000, 170 32 Praha 7, CSFR

Please contacs:

Mr. Ivo Martinec, Director, Bureau for Coordination of Foreign Assistance (BCFA),
Federal Ministry of Economy, Nabeezi kpt. Jarose 1000, 17032 Praha 7

o (42-2) 389.22.99, Fax: (42-2) 37.42.22

ESTONIA

Mr. Andres Bergmann, Deputy Minister of Economy, Ministry of Economy, 5th floor, room 9,
1 Suur-Ameerika Steeet, EE0100 Tallinn

o (7-014-2) 68.36.02, Fax: 68.20.97, (mobile)=/fax: (45-30) 31.00.50

Please contact:

Mr. Aare Purga, Di , Aid Coordination Unit,

Advisors: Mr Carl Rasmussen, Mr Jan Rapacki (EC/PHARE experts)

HUNGARY

Dr. Laszlo Bogar, Secretary of State, Minister of International Economic Relations,
Honvéd Utca 13-15, H-1055 Budspest, HUNGARY

= (36-1) 153.00.00, Fax: 153.27.94

Please comtacs:

Mr. I. GYURKOVICS, Director General, OECD Aid Coordination Secretariat, Ministry of
International Economic Relations, Honvéd u. 13-15, 1055 Budapest

w (36-1) 153.23.94, 131.47.35, Fax: 153.08.95

LATVIA

Mr. Maris GAILIS, Deputy Minister of Foreign Affairs, Ministry for Foreign Affairs,
36 Brivibas, 226170 Riga

= (7-132) 28.63.24, mobile ®/Fax: (45-30) 24.98.41 (via DK), Telex: 161123
Please contact:

Ms Vita Terauds, Director of Foreign Aid Coordination Division,

Mr Marcel Boogaerts, Ms Rachel Mai Jones
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National Coordinators

LITIIUANIA
Mr. Vytenis ALESKAITIS, Miaister for lnternational E ic Relations, Ministry of
International Economic Relations, Gedemino Street 30/1, 2965 Vilnius
e (7-0122) 22.64.00, 62.46.70, Fax: (7-0122) 62.54.32, 62.59.40, Telex: 261149 LMT
Please contact:
Mr Michael Bucell-Bucelavicius, Advisor to the Minister,
Mr Derek Blink & Mr Nicholas Maddock, EC/PHARE Advisors,

Division of European Integration, Ministry of Foreign Affaics,
J. Tumo-VaiZganto 2, 2600 Vilnius, Republic of Lithuania
®(7-012-2) 61.87.12, 61.66.59, 61.66.59 Fax: (7-012-2) 61.86.89, 52.01.47

POLAND
Mr Jan Krzysztof Bielecki, Minister for European Integration and European Assistance
Prof. J. SARYUSZ-WOLSKI, Under-Secretary of State for European Integration and Foreign
Assistance, Council of Ministers, Al. Ujasdowskie 9, PL - 00-950 Warsaw, POLAND
= (48-2) 628.03.15, 628.86.30 Fax: (48-22) 29.48.88, 21.66.86
Please contact:
Mr. Pawel SAMECKI, Director General, Office for Foreign Assistance (Council of Ministers)
w (48-2) 628.86.30, Fax: (48-22) 29.48.88, 21.66.86

ROMANIA
Mr. NEGRITOIU, (Secrétaire d’Etat), Président de I'Agence Roumaine pour le Développement,
7, Boulevard Magheru, Bucharest - Secteur 1, ROMANIA
w (40-0) 15.66.86, 15.66.24, 15.93.67, 12.28.34, direct: 41.50.62, fax: 12.03.71,
satellite fax: 12.03.17, telex: 11027
Contact point:
Mr. N. IDU, Director, Division of International E mic Organisati
PHARE Desk Officers: Ina ILIESCU, Catalin GURAN, Elena Mocanu, Raluca Cazacu

J4VHd

SLOVENIA
Mr. Albin BABIC, Deputy Minister of Science and Techaology, .
Contact point: x ¥ x
Mr Marijan Manfredo, Acting Head, National Bureau for Foreign Technical Assistance, £ 3 «
Ministry of Science and Technology, Titova 32, 61000 Ljubljana, REPUBLIC OF SLOVENIA + «
e (38 61) 111.107, 110.212, fax: 302.131, 302.951, 124.140 X
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PROJECT MANAGEMENT UNITS
PROJECT IMPLEMENTATION UNITS
PROJECT SUPPORT UNITS

AGRICULTURE

ALBANIA
PHARE Project Management Unit, Ministry of Agriculture and Food, Tirana, Albania
w (355-42) 28318, fax: 27924
Director: Mr Galin KORA, National Coordinator
External Experts: Mr Paul CRAIG, Team Leader; Mr Donald DAVIS, Input Supply Coordinator;
Mr Max BUSCH, Credit Specialist

Programmes managed: all PHARE Agricultural programmes in Albania.
PMU has no contractual powers.
BULGARIA
Project Management Unit, PHARE Programme, Ministry of Agricultural Development, Land
Use and Land Restitution, 55 Christo Botev Blv., 1000 Sofia, BULGARIA

© (359-2) 87.24.55, 88.51.98, fax: (359-2) 54.32.62
Manager: Mr. Stewart CAMPBELL

ESTONIA
Project Implementation Unit, Department for Foreign Relations, Ministry of Agriculture
39/41 Lai Street, 200100 Tallinn
w (7-014-2) 69.15.99, fax: (7-014-2) 44.06.01, satellite w/fax: (358) 29.81.73
Counterpart: Mr Ruve Sanc
External Experts: Mr Amd: von Siein, Mr John Linton

HUNGARY
Aid Implementation & Coordination Unit (AICU), Ministry of Agriculture, Room 399, Kossuth
Lajos ter 11, 1860 Budapest, HUNGARY
o (36-1) 153.30.00 Ext.2014 & 1928, fax: 153.27.50
Managers: Mr. ZICHY & VOLPE

LATVIA
Project Implementation Unit, Agrarian Reform Department, Ministry of Agriculture
2 Republic Square, 226168 Riga
e (7-013-2) 32.51.07, fax: (7-013-2) 32.05.93, satellite = (358 49) 34.87.31,
satellite fax: (358 49) 34.82.26
Counterpart: Mr M. V. Atkachu
External experts: Mr Guy-Jean Abel, Mr Siéphane Coroner

LITHUANIA
Project Implementation Unit, Dept. of International Relations, Ministry of Agriculture
Gedimino prospekt 19, 2025 Vilnius
e (7-012-2) 62.09.18, fax: (7-012-2) 62.04.20, mobile =/fax: (7-012-8) 29.05.10
Counterpart: Mr Rimas Varkulevichius
External experts: Mr Johannes @stergaard, Mr Frank Elsby

POLAND
Office of Assistance Programmes for Agriculture (OAPA)Ministcy of Agriculture and Food
Economy, Room 255, Ul. Wspolna 30, PL - 00-930 Warsaw, POLAND
= (48-2) 623.16.55, 623.15.86, fax: 623.27.50
Director: Dr. Tomasz LONC

Cooperative Development Unit Foundation for Rural Cooperatives, Supreme Cooperative
Council, Jasna 1, PL - 00-013 Warsaw, POLAND

o (48-22) 26.72.21, = 27.13.26, fax: 27.43.21

Director: Mrs. Anna TUZ

Credit Line for the Import of Equipment for Agriculture and Agro-Industry, Cooperation Fund,
Ul. Zurawia 4a, PL - 00-503 Warsaw, POLAND

= (48-2) 694 69 58, 693 50 68, fax: 693 58 15

Project Manager: Ms Urszula BUDZICH

Supply Programme for Animal Feed for Poland, Ministry of Agriculture and Food Economy,
Room 257A, Ul. Wspolna 30, PL 00-930 Warsaw, POLAND

w (48-2) 628.55.87, fax: (48 39) 12.01.01

Project Coordinator: Mr. John WOODFORD

Counterpart Fund (CPF) - European Fund for the Development of Polish Villages, Ministry of
Agriculture and Food Economy, Ul. Wspolna 30, PL 00-930 Warsaw, POLAND

© (48-2) 623.11.53-54, fax: (48 2) 623.11.55

Chairman: Mr. Artur BALAZS. Administrator: Mr. Zbignew PESZKO
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Praject Management Units (PMU/PIU/PSU)

Joint EC/Poland Committee, Ministry of Agriculture and Food Economy,
Room 127, Ul.Wspolna 30, PL 00-930 Warsaw, POLAND

w (48-2) 623.12.03. Fux: (48 2) 623.12.03

Secretary: Dr. KLANK

ROMANIA
PMU PHARE, 16 Boulevard Carol ler, Etaj V, Sector 3, Bucharest, ROMANIA
w (40-0) 12.40.31, 14.28.42, 15.44.85 fax: 12.40.29, telex: 10 530 B DGEM R
Director: Mr Jacques de BRUYCKER

EDUCATION, TRAINING, RESEARCH & DEVELOPMENT

CZECH AND SLOVAK FEDERAL REPUBLIC
CZECH REPUBLIC
Miaistry of Education, Youth and Sports, Karmelitska 8, 11812 Praha 1
®(42-2) 53.23.36, fax:(42-2) 53.15.97
Executives: Mr Kalous, Mr Klenha
Programme: renewal of education system

SLOVAK REPUBLIC

Ministry of Education, Youth and Sports, Hlobka 2, 81330 Bratislava
w(42-7) 49.18.11, fax: (42-7) 49.77.92

Programme: renewal of education system

HUNGARY
Higher Education Programme (1990),PHARE Secretariat, Ministry of Culture and Education,
Szalay u. 10-14, H-1055 Budapest, HUNGARY .
= (36-1) 131.41.33, fax: 132.74.11
Director: Mr. Balizs DAJKA
External expert: Mr David MASON

ACCORD(), National Committe for Technological Development,

V. Mattinelli tér. 8, H-1052 Budapest

= (36-1) 117.31.44, 117.59.00, Fax: (36-1) 118.79.98, 118.41.30

PIU Director: Dr. Agnes CSEPREGI

External expert: Mr William G. COLLIN

() ACCORD: Assi to Strenghten the R ch & Development Capacity of Hungary

NIVE: National Institute for Vocational Education (1990),
Berzsenyi u. 6, H-1087 Budapest, HUNGARY

w (36-1) 133.93.61, fax: 114.06.49

Director: Dr. Istvan Simonics

External expert:

POLAND
Biuro Koordynacji Ksztatcenia Kadr, Koszykowa 79, 02-008 WARSAW
- & (48-2) 625.39.37, 625.28.61, fax: 625.28.05
Director: Dr. Tadeusz KOZEK
upgrading education & training

ENERGY

BULGARIA
Triaditza St. 8, 1040 Sofia, BULGARIA
= (359-2) 86.191, fax: 80.11.48
Mr. RADULOV
CSFR
Federal Ministry of Economy, Nabrezi kpt. Jarose 1000, 170 32 Prague 7, CSFR
w (42-2) 389.28.69, fax: 37.42.29
Mr. Premys! ODENHAL

HUNGARY
Department of Encrgy Cooperation, Directorate-General for Energy Policy, Ministry of Industry
and Trade, Martirok utja 85, Budapest 11, HUNGARY
office: Budapest PO Box 96, H-1525 Budapest, HUNGARY
o (36-1) 155.83.72, fax: 175.02.19
Dircctor: Andris MORENTH
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Project Management Units (PMU/PIU/PSU)

POLAND
Miaistey of Industey and Trade, 4 Wapolina Str. 5th 1, room 5131, 00-926 Warsaw, POLAND
w (48-2) 628.08.01, Fax: 628.09.70, telex: 814.226 mia pl
Director: Dr. Kazimicez ADAMCZYK

ROMANIA
Energy Division, Ministry of Industry, Calea Victoricl 152, cod 71101, Bucuresti I, ROMANIA
o (40-0) 50.29.68, fax: 12.03.21, telex: 11109
Director-General: Dr. Virgil MUSATESCU

ENTERPRISE RESTRUC ING & PRIVATISATION

BULGARIA
Ministcy of Industry, 29 Aksakov Str., 1046 Sofia, BULGARIA
e (359-2) 87.19.14, fax: 87.19.15
Coordinator: Racho Petrov
External Experts: José M. LLOVERAS, Lead Adviser
Jacques POIRSON, Senior Adviser
Merrick HOWSE, Residens
Tania BRISBY, Fi ial Administrator

CSFR
Federal Ministry of Economy, Nabr. Kpt. Jarose 1000, 170 32 Prague 7
©(42-22) 28.09.34 Fax: (42-2) 37.42.22
Director: Mr Jaroslav KOUBAL
External experts: Michael HOYLE w=(42-2) 389.28.27, Jifi HODIK v (42-2) 389.29.61

Ministry of Privatisation of the Czech Republic, Zborovska 11, 150 00 Prague §

®(42-2) 512.27.58, 512.24.17, 236.45.37 Fax: (42-2) 26.01.60

Director: Mr Jifi KOVARIK, Mr Chares JELLINEK

External experts: Mr Giuseppe MOCCIA (Teamleader), Mr Peter JONES (ESF Manager),
Mr Miroslav HALA (Procurement Manager), Mr Jiri KANAK (Secretary)

National Property Fund of Slovak Republic, Drienova 27, CSFR - 821 03 Bratislava
#(42-7) 23.13.00, 23.64.40 Fax: (42-7) 23.335

Director: Michael KRAJCOVIC

External experts: Mr Anionio FARUNDO (Teamleader), Mr Dusan FIALA (Teamleader)
Mr Dillon COLEMAN , Mr Juraj HOHOS (Procuremen:t Manager), Mrs Danicla SLOTOVA
(Secretary)

HUNGARY
State Property Agency, Vigado u 6, 1051 Budapest (offices), Pf 708, 1399 Budapest (mail)
e (36-1) 156.45.60, 156.50.44 fax: 118.49.74 Telex: 22 51 82
Director General: Peter GRESICZKI
External Expers: Eric ROTY (responsable programmes), Samy A. de PICCIOTTO (restructuring
expert, Jeremy PURCE (fi ial administrator), Dominique FORT (privatisation expert},
Béatrice RAVANEL (training expert)

Ministry of Industry and Trade, Matirok utja 85, Budapest 11, PO Box 96, H-1525 HUNGARY
o (36-1) 156.39.28, fax: 155.88.91
Managing Director: Lajos CSEPI

POLAND
Industrial Development Agency, 4 Wspolina Street, PL - 00-926 Warsaw, POLAND
w (48-22) 28.09.34, fax: 28.23.63
Director: Mr. Marek KRAWCZYK
External Experts: Dr Lothar NETTEKOVEN
A. LOPEZ Y LOPEZ

Ministry of Ownership Change, Foundation for Privatisation,

36 ul. Krucza, PL - 00-525 Warsaw, POLAND

= (48-2) 628.21.98/99, fax: 625.11.14

President: Mrs. Joana DEBSKA

External Expers: Mr. Mike BARRINGTON (Financial Administrator),

Mr. THIEME (Mass privatisation Programme), Mr. REPA (General Manager)
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Project Management Units (PMU/PIU/PSU)

ROMANIA
Privatization:
National Agency for Privatization
2-4 Ministerului, Buchacest sector |
= (40-0) 15.85.58, Fax: (40-0) 12.08.09
Project Authorizing Officer: Mr Severin
Romania Coordinator of the PMU: Mrs Doina Filop

Restructuring:

Ministry of Industry, 152 Calca Victoriei, Bucharest

= (40-0) 595.51.40, Fax: (40-0) 50.30.29

Project Authorizing Officer: Mr Motiu

Romanian Coordinator PMU: Mrs Arabella Aprahamian

ENVIRONMENT

BULGARIA
Ministry of Environment, International Relations Department, 67, W. Gladstone str., 1000 Sofia,
BULGARIA
® (359-2) 88.59.24, 87.47.77 fax: 83.21.81 telex: 2214S kops bg
Director: Mr. Christo STEFANOV
Experts: Mr Krassimir NAIDENOV, Mr George Valkov KARAMAROV
External experts: Mr. L. McCUMISKEY (Team Leader), Mr. J. MACLEAN, Mr. P. LARKIN

CSFR
Project Implementation Unit, Federal Committee for the Eavironment,
Szleska 9, 120 29 Praha 2, CSFR
= (42-2) 215.23.40, fax: (42-2) 25.90.41
Director: Mr J. PROKOV
External Expert: Mr Carl BRO

HUNGARY
Project Management Unit, Ministry of Environment and regional Policy, Fo utca 44-50, P.O.Box
351, 1394 Budapest, HUNGARY
= (36-1) 201.41.73, fax: 201.57.80 Telex: 22 4879 kvm
Mrs. Katalin CSORBA

External Experis: Mr Johan VOLLENBROK, Mr Teun BOTTERWEG

POLAND
Project Implementation Unit, Ministry of Eavironmental Protection, Natural Resources and
Forestry, ul. Wawelska 52/54, 00-922 Warsawa, POLAND
w (48-22) 25.41.41, 25.28.29, fax: 25.33.55, 25.41.41
Director: Mr. SITNICKI
External Experts: to be confirmed

ROMANIA

Ministry of Eavironment, 12 Bd Liberatii, Tronson 5, Bucharest, ROMANIA
= (40-0) 31.61.46, fax: 12.04.03, telex: (06500) 11457
Director: to be confirmed

FINANCE

CSFR
Banking: State Bank of Czechoslovakia, Na Prikope 28, 110 03 Praha 1
®(42-2) 2391 3745 Fax: (42-2) 2391 3448
Director: Mr Petr PROCHAZKA

Finance: Federal Ministry of Fi , Letenska 15, 118 10 Praha 1
®(42-2) 514.25.33 Fax: 535.759

Director: Mr Jena STANA

Mr Pierre Lejeune

FOREIGN TRADE

POLAND
Foreign Trade Infrastructure: 1991 Programme, Department of Promotion, Ministry of Foreign
Economic Relations, PL-00489 Warsawa, POLAND
w (48-22) 28.39.88, Fax: 28.68.08
PMU Director: Mr. Marck GUCIK
External experis: Mr. Sieve TAGUE
Mr. Simon GRIFFITH
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Project Management Units (PMU/PIU/PSU)

HUNGARY
Ministry for lnternational Economic Relations, Honved Utca 13-15, H-1055 Budapest,
HUNGARY
e (361) 153.09.72, fux: 153.27.94
Director: Mr. Zoltan GOMBOCZ, Deputy State Secretary
External experis: Mr. McCARTHY (programme manager), Mr. McGRATH (trade development
adviser), Mr. MORICZ (investment promotion adviser), Mr. PERRY (financial administrator)

GENERAL TECHNICAL ASSISTANCE FACILITY (GTA

CSFR
Bureau for the Coordination of Foreign Assistance, Federal Ministry of Economy
Nabrezi kpt. Jarose 1000, 170 32 Praha 7
w(42-2) 389.28.74, 389.28.75 Fax: (42-2) 37.42.22 telex: 121 044
Director: Mr Jaroslav Kolinsky
Extemnal expert: Mr Martin Kihn

NOTE: The following GTAF units are NOT full PIUs.

ROMANIA
Agence Roumaine pour le Développement, 7 Bivd Magheru, Sector 1 Bucharest
=(40-0) 15.66.86, 15.66.24, 15.93.67 Fax: 12.03.71 Telex:11027
President: Mr NEGRITOIU

EALTH

BULGARIA
Ministry of Health, Sveta Nedelia Square 5, 1000 Sofia
w(359-2) 87.92.00 Fax: 80.00.31, 87.92.00
Director: Mrs Milena KANTARDJIEVA
External Expert: Dr. Pierre Todorov, emergency medical aid component; Mr Jorgen Rasmussen,
Technical Assistant
Programme: support for restructuring the the health system

POLAND
Ministcy of Health, Miodowa 15, 00-923 Warszawa
w(48-22) 31.65.57, 31.34.41 Fax: 31.21.66
Vice-Minister of Health: Dr P. MIERZEWSKI

National Centre for Health Care Management, Dluga 38-40, 00-238 Warszawa

w(48-2) 635.26.20, fax: (48-22) 31.47.12

Director: Dr. Malgarzata Gremska

External expert: Mrs. Yolanda Sabbat, Mr Gaffhey, Mr Hansen, Mr Nielsen, Technical Assistanis
Programme: Support for Reform of the Health Care System

ROMANIA
Ministry of Health, Ministerului strect 2, Sector 1, Bucharest
©(40-0) 13.65.26 Fax: 13.62.65, 15.61.92
Director Dr Diana NISTORESCU
External expert: Dr. Christian Collard, Mr Jean-Marc Segers
Programme: support for restructuring the health care system

HUMANITARIAN AID

ROMANIA
Humanitarian Aid Coordination Committee (HACC),
Blvd. Magheru ur. 7, Sector |, Bucharest
©(40-0)12.00.75, 13.13.88 Fax; (40-0) 12.00.74
President: Dr. ZUGRAVESCU
External expert: Mr M. Racymaeckers, EC-HA Coordinator
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Progect Management Units (PMU/PIU/PSU)

NUCLEAR SAFETY

BULGARIA
Emergency Programme - Nuclear Safety Industrial Nuclear Safety/NPP Kozlody, Committee of
Encrgy PIU, 8 Tridiza Street, 1040 Sofia, BULGARIA
= (359-2) 88.43.92, fax: 87.58.26, 87.62.79, telex: 22707/ 22708
Head of PIU: Mr. RADOULOV (President of Committee)
Extemnal Experts: Mr. R. PETIT, Project Manager (Team Leader)
Mr. R. Olavarria RODRIGUEZ-ARANGO
Mr. J. CONIAM

Nuclear Safety Authority - Inspection/RegulationCommittee on the Use of Atomic Energy for
Peaceful Purposes, 55a Chapev Street, 1974 Sofia, BULGARIA

= (359-2) 70.51.68, fax: not known, telex: 233183 KAE BG

Director General: Mr. Y. YANEV

External Experts: to be confirmed

CSFR
Federal Committee for the Environment Programme Implementation Unit, Sleska 9, 12024
Praha, 2, CSFR
= (42-2) 215.22.95, 215.21.69, fax: 25.09.41, telex: 121 427
Head of PIU: Mr. J. PROKOP
Project Manager Nuclear Safety: Mr. L. MACEK

ddVHa

PHARE INVESTMENT PROMOTION

BULGARIA
Ministry of Industry, 8 Slavyanska St., Sofia 1046, BULGARIA
= (359-2) 87.19.14, Fax: 89.19.15
Director: Mr. HRISTOVA-ACHOUNDOVA, Assistant to the Minister

x
M. Merrick HOWSE & Ms. BRISBY, PHARE Advisers, Aksakov St. 29, Sofia 1046 *“‘ * x
THE CZECH & SLOVAK FEDERAL REPUBLIC * *
Federal Agency for Foreign Investment, Federal Ministry of Economy, Nabrezi kpt. Jarose 1000, * X ** '
170 3. Praha 7, CSFR : *

o« (42-2) 389.22.95, 389.26.54,389.23.17, Fax: 37.60.63

SLOVAKIA

Sle--ak National Agency for Foreign Investment & Development (SNAFID),
Tomasikova 32, 77" 11 Bratislava, CSFR

Director: Mr. CERNIK

CZECH REPUBLIC

Ministry of Economic Policy and Development of the Czech Republic,
Vrsovicka 65, 101 60 Praha 10, CSFR

Director: Mr. KRATOCHVIL

HUNGARY
Investment & Trade Promotion Agency, Honved Ul. 13-15, 1055 Budapest, HUNGARY
o (36-1) 153.00.00, Fax: 153.27.94

POLAND
Promotion Section, Information Center of the Ministry of Privatisation, Marriot Hotel Complex,
Aleje Jerozolimskie 65/79, 00 556 Warsaw, POLAND
= (48-2) 628.07.81, Fax (48-1) 625.11.14, telex 816521
Mr. STANZUK

Foreign Investment Agency, Aleje Roz 2, 00 556 Warsaw, POLAND
v (48-2) 29.57.17, Fax 21.84.27, telex 817225
President: Dr. PIOTROWSKI

ROMANIA
Romanian Development Agency, Boulevard Magheru 7, Bucharest |, ROMANIA
© (40-0) 15.66.86,15.66.24,15.93.67,direct: 41.50.62, Fax: 12.03.71,

telex 11027
President: Mr. NEGRITOIU
R ian Coordinator PMU: Mr Munteanu, = (40-0) 12.14.32

S9SS9IppY
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Project Management Units (PMU/PIU/PSU)

PUBLIC ADMINISTRATION

POLAND
Burcau for Public Administration reform, Office of the Council of Ministers
Al. Ujazdowskie 1-3, Warszawa
®(48-2) 628.23.37, 628.62.04, fax: (48-2) 240.06.04
Director: Dr. J. Poznanski
OMEGA programme PMU (Public Administration reform in Poland) and
SIGMA programme PMU

Foundation in Support of Local Democracy, Ul. Krzywickiego 9, 02-078 Warszawa
w(48-2) 225.28.08, fax: (48-2) 225.14.16

Director: Dr. Maria Puaszyaska- Woloczkowicz

PMU for Municipal Develoy t & training Programme

REGIONAL
Public Management Service, OECD, 2 rue André Pascal, 75775 Paris Cedex 16, France
e (33-1) 45.24.17.83, 45.24.82.00, fax: (33-1) 45.24.87.96, telex: 620 160
Director: Mr Bob Bonwitt
Programme SIGMA

SMALL AND MEDIUM-SIZED ENTERPRISES

BULGARIA
SME Development Programme, Ministry of Industry, 29, Aksakov Str., 1046 Sofia, BULGARIA
= (359-2) 87.19.13, fax: 87.19.12
Coordinator: Mrs Ina Minch
External Experts: Herbert van Werkhoven, SME Advisor

CSFR
PHARE Programme for SMEs, Federal Ministry for Labour and Social Affairs, Palackého
Nimésti 4, 128 01 PRAHA 2, CSFR
w (42-2) 211.82.654 fax: 211.82.757
PIU Di tMs Z Holubcové
External Experts: Mr. Brendan Martin, Credit Specialist, Mr. Des FizPatrick, SME Advisor
Mr. Brendan MARTIN (posted in Bratislava), SME Development & Financial Speciali

HUNGARY
Magyar Villalkozésfcjlesztési Alapitviny (Hungarian Foundation for Enterprise Promotion),
Etele «t 68, H-1115 Budapest XI
= (36-1) 185.27.11, fax: 166.90.85, telex: 22.44.98
Executive Di : Dr. Zsu Hollé
External Experts: Mr Jon Burns, Team Leader & SME Advisor; Mr Bill Major, Credit Specialisi;
Mr Eamon Croke, SME Advisor

POLAND
Fundusz Wspélpracy (Cooperation Fund), ul. Zurawia 4A, PL - 00-503 Warszawa
= (48-2) 694.61.78, 693.51.65, 693.58.18, fax: 693.58.15
PMU Director: Mrs. Krystyna Gurbiel
Polish Experts: Mrs Anna IWANOWSKA, SME Support Mechanisms;
Mr. Andrzej ZDZARSKI, Banking/Finance Activities,
External Experts: Mr. Maarten Pieter NUGTEREN, SME Adviser;
Mr. Charles DE SMET, Credit Specialiss,

JAL POLICY, EMPLOYEMENT and WELFARE

BULGARIA
Ministry of Labour and Social Welfare, Triaditza Street 2, Sofia
=(359-2) 80.22.16, fax: (359-2) 80.34.59, 80.34.50
Executives: Mr Kristoskov, Mrs. Bobeva

CZECH AND SLOVAK FEDERAL REPUBLIC
Federal Ministry of Labour and Social Affairs, Palackeho nam. 4, 12801 Praha 2
® (42-2) 21.18.23.84, 21.18.25.70, fax: (42-2) 29.10.85, 29.52.14, telex: 122 785
PMU Director: Dr. Miroslava Kopicova
External expents: Mr Mantin Connoly, Mr Jan Hendeliowitz, Mr Oliver Deasy
Programme: Labour Market Restructuring

JddVHd
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Project Management Units (PMU/PIU/PSU)

HUNGARY
Foundation for the Developmeat of Local Social Netwocks (1990 Programme),
Ministry of Welfare of the Republic of Hungary,
Arany Jénos u. 6-8, Bp. 501 Pf. 1, H-1361-Budapest V, HUNGARY
= (36-1) 131.07.49, fax: 153.49.55
PIU Director: Mr. Lizld Andris
External expert: Gydrgy Szabo

PHARE Sccretariat, Intemational dept., Ministry of Labour
Roosevelt Tér 7-8, 1055 Budapest

=(36-1) 111.16.11, fax: (36-1) 131.63.99

PMU Director:

employement and social development

POLAND
Ministry of Labour & Social Policy, Ul. Nowogrodska 1/3, PL - 00-513 WARSZAWA
®(48-22) 21.65.05, fax: (48-22) 29.67.50 telex: 814 710 pl
PIU Director: Ms. Anna Lewenstam
External experts: Mr Ivan Habanec, Ms Sarah Kelly, Mr David Fleming, Mr Peter Newman
Socio-ec ic Developmen: (Employ t & social policy support)

SUPPORT FOR CIVIC DIALOGUE

POLAND
Cooperation Fund, Ul. Zurawiaa, PL - 00-503 Warsaw
2(48-2) 693.51.65, fax: 693.58.15
PIU Director: Ms. Matgorzata PLEBAN
Support for civic dialogue & the development of an NGO & civic association culture.

JddVHd

TELECOMS

BULGARIA «
PTT-Ministry, 6 Gourko Str., 1000 Sofia, BULGARIA *x &
= (359-2) 87.18.37, fax: 80.25.80 & e

Director: Mr. Svetoslav TINCHEV « X %

External Experts: Mr. F. BANKERS, Mr. VAN ENGEN

CSFR
Telecoms Support Programme, Technical Assistance Unit - TAU, Federal Ministry of Posts and
Telecommunications, Klimenteka 27, CS-125.02 Praha 1, CSFR
= (42-2) 20.33.03, 20.40.06, 20.26.84, fax: 20.62.34, 236.83.79, telex: 111 410
Director: Mr. Richard KOZA
External Experts: Mr. G. ROBINSON (until June 92)

POLAND
Telecom Programme Polish PTT, ul. Sowietokryska 31733, PL - 00-950 Warsaw, POLAND
o« (48-22) 27.50.37, fax: (48-22) 27.50.37
Director: Mr. T. DRABKO
External Experis: Mr Klaus Scholle

Rural Telecom Programme Polish Telephones Foundation, Al. Stanow Zjednoczonych 42,
Warsaw, POLAND

w (48-22) 25.37.39

Director: Mr. PIOTROWSKI

External Experts: To be selected

TRANSPORT

CSFR
Federal Ministry of Transport, nabr. L Svobody 12, 110 15 Praha 1, CSFR
fax: (42-2) 232.56.69
Director: Mr. PELTRAM, Dept. of Transport Policy and Intemational Relations
w (42-2) 28.91.33.76
PIU: Mr FOGLAR
v (42-2) 28.91.30.12
Mrs MARTINOVSKA
o« (42-2) 28.91.31.74
External Experts: Mr HARRITOS © (42-2) 232.58.82, Mr. Dente = (42-2) 28.91.31.44

S9SSaIppVY
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Project Management Units (PMUPILI/IPSU)

HUNGARY
Ministry of Transport, Telecommunications & Water Management,
Dob u.75/81, H-Budapest VII VI, HUNGARY
fax: (36-1) 122.34.30
General Director: Mes Eva MOLNAR, International Affairs and Media
e (36-1) 269.75.22

LATVIA
Ministry of Transport, 58 Brivibas Street, 226806 Riga
Fax: (7-013-2) 21.71.80
Director: Mr Kapust, Dept. of Foreign Affairs
= (7-013-2) 28.55.07, 32.51.43

LITHUANIA
Ministry of Transport, Gedimino Avenue 17, 232679 Vilnius
Fax: (7-012-2) 22.43.35
Director: Mr A. Sakalys, Deputy Minister
o (7-012-2) 62.18.54, 62.75.93
Contact: Mr J. Dropinski
e (7-012-2) 70.12.2, 61.08.49

POLAND
Ministry of Transport, Ul. Chalubinskiego 4/6, PL-00-928 Warsaw, POLAND
. fax: (48-22) 21.99.68
Director: Deputy Minister LIBERADZKI
Contact: Mr Buczek, Advisor to the Deputy Minister
= (48 22) 30.02.60
or: Mr Dziubak, Team Leader

ROMANIA
Ministry of Transport, 38 Dinicu Golescu Boulevard, 77113 Bucharest 1
Fax: (40-0) 38.79.68, 38.57.58
Director: Mrs Zahacia, Head of the dept. of Forcign Affairs
= (40-0) 38.67.85, 38.35.84

JddVHd
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TEMPUS OFFICES

EC TEMPUS OFFICE
EC Tempus Office, 14 ruc Montoyerstraat, B-1040 Brusscls
w (32-2) 504.07.11, Fax 504.07.00

ALBANIA
TEMPUS Office, 4 Mine Pcza St., Tirana
=(355-42) 28583 Fax: (355-42) 28003

BULGARIA
Ms Guenovieva Jetcheva, TEMPUS Office, Bd. Aleksander Stamboliiski 18, BG-1000 Sofia
w (359-2) 88.49.74 fax: 88.49.74

CROATIA
TEMPUS Office, Dept. of International Organisations, Office for International Scientific and
Technical Cooperation, S. Markovica 3, 41000 Zagreb, Republic of Croatia
w(38-41) 44.92.11 Fax: (3841) 44.61.34

CZECHOSLOVAKIA
TEMPUS Office, U Luzického semindre 13/90, CS-118 00 Prague 1
®(42-2) 53.81.87 Fax: (42-2) 53.97.74

TEMPUS Office, Asmolovova 52, CS-842 44 Bratislava
e (42-7) 72.61.29, Fax: 72.61.80

ESTONIA
TEMPUS Office, Dept. of Data Processing, Tallina Technical University,
Raja 15, 200 108 Tallinn
w(mobile) (45) 30248083 Fax: (7-014-2) 42.59.43

HUNGARY
TEMPUS Office, Ajtdsi Direr sor 19-21, H-1146 Budapest
= (36-1) 251.56.41, 251.56.47, Fax: 153.49.91

LATVIA
TEMPUS Office, Ministry of Education, 2 Valnu St., 226 098 Riga
e (mobile) (45) 30248082 Fax: N/A

LITHUANIA
TEMPUS Office, Gedimino 11, 2039 Vilnius
w (7-012-2) 62.91.40 Fax: (7-012-2) 61.48.29

POLAND
TEMPUS Office, Ministry of National Education,
Al. 1 Armii Wojska Polskiego 25, PL-00-918 Warsawa
w (48-22) 29.24.83, fax: 29.24.83

ROMANIA
TEMPUS Office, Str. Stefan Furtuna Nr. 140, 79782 Bucharest 6
= (40-0) 38.58.12, Fax: 12.10.65

SLOVENIA
TEMPUS Office, Ministry of Science and Technology, Titova 32, 61000 Ljubljana
w(38-61) 11.11.07 Fax: (38-61) 12.41.40

D.285
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JOPP: Joint Venture PHARE Programme

For further information about JOPP and addresses of cooperating Banks, please contact:

DIRECTORATE GENERAL XVLI

Commission of the European Communities, DG XVIII Credit & Investment, Bat. Wagner, ruc

Alcide de Gasperi 29/20, Luxembourg
= (352) 4301 6261, Fax: 43 63 22
Head of Unit: Mr. Jean-Marie MAGNETTE

Programme OUVERTURE

A programme to promote collaboration between
eastern and western regions and cities

HEAD OFFICE:

Strathclyde Regional Council
Mr R. Brown, Director, Ouverture programme
Mr S. Watkins, Assistant Director, Ouverture Programme
20 India Street, Glasgow G2 4HG, United Kingdom
w(44-41) 227.36.10 Fax: (44-41) 227.28.70

LOCAL OFFICES:

Strathclyde Regional Council
Mr K. Still, Mrs V. Lier
20 India Street, Glasgow G2 4HG, United Kingdom
w(44-41) 227.36.10 Fax: (44-41) 227.28.70
Czechoslavakia, Yugoslavia

Principado de Asturias
Sr F. Mendez-Navia, Sra Elena Ceniceros
Responsables: programme Ouverture
Gil de Jaz 10-4, 33004 Oviedo, Espaiia
©(34-8) 523.71.71 Fax: (34-8) 525.33.50
Bulgaria

Regierung des Saarlandes
Mr C. Messerschmidt, Mrs Karin Michaclis
Verantwortlicher, Programm Ouverture,
Ministecium fir Wirtschaft
Haardenbergstrasse 8, 6600 Saarbriicken, Deutschland
(49-681) 501.41.74 Fax: (49-681) 501.42.93
Poland

Centro Estero Camera Commercio Piemoatesi
Mr S. Beglio
via Ventimiglia 165, 10122 Torino, lalia
w(39-11) 696.76.66, Fax: (39-11) 696.54.56
Hungary

ddV Hd
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COST Offices
(Cooperation in Science and Technology with
the countries of Central & Eastern Europe)

BRUSSELS
Mr. Luc Duricux, COST Office, DG XII, Commission of the E.C., 200 ruc de¢ la Loi,
B-1049 Brussels
(32-2) 235.07.18, 235.59.36

ALBANIA
Mr J. Thereska, Mine Peza 4, AL - Tirana
w(355-42) 28583 Fax:(355-42) 28003

BULGARIA
Mz. 1. Schopov, Institute of Polymers, Academy of Sciences, Acad. G. Bontchev, 103A,
BG-1113 Sofia
w(359-2) 70.73.77, Fax:(359-2) 70.75.23

CSFR
Mr. P. Pechan; Ministry of Education, Youth and Sports; Karmelitska 7, 110 00 Praha 1, CSFR
=(42-2) 53.16.51, Fax:(42-2)53.66.59

Mr. D. Valachovic; Ministry of Education, Youth and Sports; Dept. of Research Cooperation
and Postgraduate Studies; Hiboka 2; 813-30 Bratislava, CSFR
w(42-7) 49.45.83, Fax: (42-7) 49.10.36

ESTONIA
Mr A. Purga, Ministry of Economy, Suur Ameerika 1, ES-0100 Tallin
®(7-014-2) 68.35.46 Fax:(7-014-2) 68.20.97

HUNGARY
Mr. G. Serf6z3 & Mr. B. Dajka, Ministry of Culture & Education, Szalay Utca 10-14, P.O. Box
1, H-1834 Budapest V
w(36-1) 153.06.00, Fax: (36-1) 122.59.35

Mr. B. Muraayi, OMFB, Martinelli tér 8, H-1374 Budapest
®(36-1) 117.59.00, Fax: (36-1) 118.79.98

LATVIA
Mr A. Silin, University of Latvia, Institute of Solid State Physics,
8 Kengaraga street, 226063 Riga
=(7-013-2) 26.29.33, Fax: (7-013-2) 22.50.39

LITHUANIA
Mr K. Jurgatiene, International Studics Programme, Government of the Republic of Lithuania,
Gedimino pr. , 20329 Vilnius
#(7-012-2) 22.62.70 Fax: (7-012-2) 61.48.29

POLAND
Mr B. Rokisz, Komitet Badan Naukowych, Ul. Wspolna 1/3, 00921 Warszawa
w(48-2) 628.85.86, 628.67.76 Fax: (48-2) 628.35.34, 628.09.22

Ms Ewa Kolanowska, Ministry of National Education, Forcign Relations Dept., Al. Armii
Wojska Polskiego 25, 00918 Warszawa
(48-22) 29.24.83, (48-2) 628.40.49 Fax: (48-22) 29.24.83

ROMANIA
Mr M. Gheorghiu, Ministry of Education & Science, Dept. of Scicnce, rue Gl. Berthelot 30,
Sector 1, Bucharest
w(40-0) 14.45.88 Fax: (40-0) 12.14.10

D.287
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DELEGATIONS OF THE EC

IN CENTRAL AND EASTERN EUROPE
ALBANIA
Representation of the Commission of the European Communitics
Déshmorét ¢ Kombit, Keéshili 1 Ministrave, Tirana, Albania
Head of the Delegation: Mr. Marchini Camia
Mr. F. Andre, Assistant to the Head of Delegation
Mrs A.M. Van Kerkhove, Sccretary

BULGARIA
Suite 557, Sheraton Hotel, § Sveta Nedelya Square, BG - 1000 Sofia
o (359-2) 87.65.41 Fax: (359-2) 87.10.38
Mr. Tom O'Sullivan, Head of the delegation
Mr. Sosa Mocales, Assistant to the Head of the Delegation
Mrs. Martine Kennard, Secretary

THE CZECH AND SLOVAK FEDERAL REPUBLIC
Pod Hradbami 17, 160 00 Praha 6
- (42-2) 32.20.51-55, fax: (42-2) 32.86.17
Mr. Giunti, Head of the Delegation; Mr. Trestour, Conseiller;
Dr. G. Sabathil, Press Relations & Trade and Cooperation Agreement
Mrs Susan Besford, Administration

ESTONIA
Acting Delegation for Estonia, c/o Delegation in Sweden,
PO Box 7323, Hamngatan 6, S-111 47 Stockholm, SWEDEN
o (46-8) 611.11.72, fax: 611.44.35
Mr 1. Dubois, Head of Delegation
Mr. Hans Jorn-Hansen, Counsellor

HUNGARY
Bérc Utca 23, 1016 Budapest, HUNGARY
® (36-1) 166.44.87, 166.45.87, fax: 166.42.21, telex: 061.22.59.84
Mr. H. Beck, Head of Delegation
Mr. R. André, Conseiller chargé de I'information
Mr. Jung-Olsen, Conseiller
Mme E. Kimman, Attachée Fin./Adm.
Mme von Freital, Secrétaire
Mme Meert, Secrétaire

LATVIA
Acting Delegation for Latvia, c/o Delegation in Sweden,
PO Box 7323, Hamngatan 6, S-111 47 Stockholm, SWEDEN
e (46-8) 611.11.72, fax: 611.44.35
Mr 1. Dubois, Head of Delegation
Mr Hans Jorn-Hansen, Counsellor

LITHUANIA
Acting Delegation for Lithuania, c/o Delegation in Sweden,
PO Box 7323, Hamngatan 6, S-111 47 Stockholm, SWEDEN
@ (46-8) 611.11.72, fax: 611.44.35
Mr 1. Dubois, Head of Delegation
Mr Hans Jom-Hansen, Counsellor

POLAND
Aleje Ujazdowskic 14, Warsaw, POLAND
v (48-2) 625.07.70, satellite w: (48-39) 12.07.21, fax: (48-2) 625.04.30,
satellite fax: (48-39) 12.07.31, telex: 813 802 comeu pl
Mr A. Dijckmeester, Head of the Delegation
Mr K. Schmidt, Advisor
Mr A. Rashbash, Consciller Economique
Mr N. Tucker, Attaché Financial/Adm.
Mme C. Keil, Secrétaire
Mme M. Dec Haz Bardinet, Secrétaire

ROMANIA
Informal Representation in Romania
7 Blvd. Magheru, Scara A, Etaj 3, Camera 70, Bucharest
«(40-0) 41.50.69 Fax: (40-0) 12.00.74
Mr. Emilio A. Hap, responsable
Mrs Turcanu, Assistant

YUGOSLAVIA
Kablarsu 20, Senjak 11040 Belgrade, YUGOSLAVIA
v (38-11) 64.86.88, fax: 65.14.59, telex: 06211949
Mr. Marc Janssen, Head of the Delegation

JddVHd

S9SS9.IpPpY



17 D.289

MISSIONS OF THE COUNTRIES OF CENTRAL
AND EASTERN EUROPE TO THE EC IN BRUSSELS

ALBANIA
H.E. Mr Petraq POJANI, Ambassador, Mission of the Republic of Albania to the Eurpean
Communities, rue Capouillet 15-17, 1060 Bruxclles
=(32-2) 533.35.38 Fax: (32-2) 533.35.38

BULGARIA :
H.E.Mrs Lea Cohen, Ambassador, Mission of the Republic of Bulgaria to the European
Communities, av. Moscicki 7, 1180 Bruxelles
w(32-2) 374.84.68 Fax: (32-2) 374.91.84

CSFR
H.E.Mr Karel Lukas, Ambassador,
Mr Jifi Vévra, Trade Counscllor, Mission of the Czech and Slovak Federal Republic to the
European Communities, av. Adolphe Buyl 152, 1050 Bruxelles
w(32-2) 647.68.09, 647.59.98, 647.92.96 Fax: (32-2) 647.91.81

ESTONIA
H.E. Mr Clyde Kull, Ambassador, Mission of the Republic of Estonia to the European
Communities, 306 av. de Tervueren Bte 24 apt 4¢c, 1050 Bruxclles
=(32-2) 770.05.36 Fax:(32-2) 770.05.36

HUNGARY
H.E. Mr Ivan Szasz, Ambassador, Mission of the Republic of Hungary to the European
Communities, rue Mignot Delstanche 57, 1060 Bruxelles
®(32-2) 343.50.44 Fax: (32-2) 344.30.74

JddVHd

LATVIA
Mr Niels F. Dahlmann, Chargé d’Affaires, Mission of the Republic of Latvia to the European
Communitics, av. Isidore Gérard 22, 1160 Bruxelles &« x *«
«(32-2) 762.10.00 Fax:(32-2) 762.94.51 Telex: 26122 B

2
Mrs Ludmila Buligina, First Sccretary, Mission of the Republic of Latvia to the European «
Communities, av. Isidore Gérard 22, 1160 Bruxelles x * *
©(32-2) 762.56.25 Fax:(32-2) 762.94.51 Telex: 26122 B

LITHUANIA
H. =. Mr Adolfas Venskus, Ambassador,
Mr. Vygaudas UZs~"1s, Counsellor,
Mission of the Republic of Lithuania to the European Communitics
rue Maurice Lietart 48, 1150 Bruxelles

©(32-2) 771.01.40 Fax: (32-2) 771.45.97

POLAND
H.E. Mr Jan Kulakowski, Ambassador, Mission of the Republic of Poland to the European
Communities, av. de I’horizon 18, 1150 Bruxelles
#(32-2) 771.32.62 Fax: (32-2) 771.49.10 Telex: 20555

ROMANIA
H.E. Mr Mihai Zissu, Ambassador, Mission of Romania to the European Communities,
rue Washington 37A, 1050 Bruxelles
©(32-2) 647.96.14 Fax: (32-2) 647.81.88

SLOVENIA
Dr. Lojze Sofan, Chargé d’ Affaires, Mission of the Republic of Slovenia to the European
Communities, Boulevard Charlemagne 45, 1040 Bruxelles
w(32-2) 230.39.73 Fax: (32-2) 230.43.73

S9SSaIppV
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MEMBER STATE DELEGATIONS TO THE EC

BELGIQUE/BELGIE
S.E.M. I'Ambassadeur Philippe de Schoutheete de Tervarent
Repr tation Per te de la Belgique auprds des C tés Européennes, rue Belliard,
62, 1040 Bruxelles
® (32-2) 233.21.11,

DANMARK
S.E.M. I'’Ambassadeur Gunnar Riberholdt
Représentation Per te du D. k aupres des C tés Européennes

rue d’Aron, 73, 1040 Bruxelles
= (32-2) 233.08.11, 233.08.46 fax: 230.93.84

BUNDESREPUBLIK DEUTSCHLAND
S.E.M. I’Ambassadeur Jiirgen Trumpf
Représentation Permanente de I’ Allemagne auprés des Communautés Européennes
rue H. de Lalaing, 19/21
1040 Bruxclles
= (32-2) 238.18.11

EAAAAA
S.E.M. I’Ambassadeur Alexandre Vayenas
Représentation permanente de la Gréce auprés des Com és Européennes,
Avenue de Cortenbergh 71

e (32-2) 509.86.11

ESPANA
S.E.M. I'Ambassadeur Camilo Barcia
Représentation Permanente de I’Espagne aupris des Communautés Européennes, Bd du Régent,
52-54, 1000 Bruxelles
= (32-2) 509.86.11

FRANCE
S.E.M. I’Ambassadeur Jean Vidal
Représentation Permanente de la France auprés des Communautés Européennes
rue Ducale, 67-71, 1000 Bruxelles
w (32-2) 511.49.55

IRELAND
S.E.M. L'Ambassadeur Padraic MacKeman
Représentation Permanente de I’Irlande aupres des C: és E é& , avenue Galilée, §
- Bte 22, 1030 Bruxelles
= (32-2) 218.06.05

ITALIA
S.E.M. I’Ambassadeur Federico di Roberto
Représentation Permanente de I'Italic auprés des Communautés Européennes, rue du Marteau,
5/11, 1040 Bruxelles
v (32-2) 220.04.11

LUXEMBOURG
S.E.M. I'Ambassadeur Joseph Weyland
Représentation Permanente du Luxembourg aupres des Communautés Eucopéennes, rue du
Noyer, 211, 1040 Bruxelles
= (32-2) 735.20.60

NEDERLAND
S.E.M. I'Ambassadeur Peter C. Ni
Représentation Permanentc des Pays-Bas aupres des Com tés Europé avenue des Arts,
46, 1040 Bruxclles :
= (32-2) 513.77.75

PORTUGAL
S.E.M. I'Ambassadeur José César Paulouro das Neves
Représentation Permanente du Portugal auprés des Communautés Européennes, rue Marie-
Thérese, 11-13, 1040 Bruxelles
w (32-2) 211.12.11

UNITED KINGDOM
S.E.M. I’Ambassadcur John Kerr
Représentation Per te du Royaume Uni auprés des Cc &s Européennes, Rond-Point
Schuman, 6, 1040 Bruxelles
v (32-2) 287.82.97
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INTERNATIONAL ORGANISATIONS and OTHER USEFUL ADDRESSES

EUROSTAT
Eurostat Information point
Mme. Cattani, Head of Unit - Office Statistique
Commission of the European Communitics
L 120 37218, 200 rue de la Loi, B-1049 Brussels, BELGIUM
®(32-2) 235.15.04 Fax: (32-2) 235.01.25

G 24 COORDINATION UNIT
Direction Générale I, Commission of the European Communities
200 ruc de la Loi, B-1049 Bruxclles
«(32-2) 299.22.44, 299.22 45 Fax: 299.06.02

EIB - EUROPEAN INVESTMENT BANK
100 Boulevard Konrad Adcnauer, L-2950 Luxemburg
®(352) 4379-1, Fax: (352) 46.77.04, Telex: 3530 bnkeu lu

EBRD - EUROPEAN BANK FOR RECONSTRUCTION AND DEVELOPMENT
122 Leadenhall Street,
UK - London EC3V 4EB
®(44-71) 338 6515, Fax: (44-71) 338 6056, Telex: 8812161

THE WORLD BANK (IBRD, IDA, IFC, MIGA)
1818 H Street N.W., Washington D.C. 20433 U.S.A.
«(1-202) 477-1234, Fax: (1-202) 477-6391 Telex: RCA 248423, WUI 64145
Cable: INTBAFRAD, WASHINGTON DC

European Office, 66 Avenue d’léna, 75116 Paris, France
240.69.30.00, Fax: 47.23.74.36, Telex: 842-620628

BIS - BANK FOR INTERNATIONAL SETTLEMENT
Zentralbankplaz 2
CH-4002 Basel
=(41-61) 280.80.80 Fax: (41-61) 280.91.00 Telex: 962487

OECD - ORGANISATION FOR ECONOMIC COOPERATION AND DEVELOPMENT
Centre pour la coopération avec les economics européennes en transition, OECD
2, rue André Pascal, 75775 Paris Cedex 16, France
©45.24.16.69, Fax: 45.24.91.77

UNITED NATIONS ECONOMIC COMMISSION FOR EUROPE
2 Avenue de Warens, 1203 Genéve, Switzerland

UNDP - UNITED NATIONS DEVELOPMENT PROGRAMME
Palais des Nations, CH 1211 Gentve 10, SWITZERLAND
®(41-22) 798.58.50 Fax: (41-22) 798.75.24 Telex: 415464 UDP Email: udp 090

IMF - INTERNATIONAL MONETARY FUND
700 19* Street N.W.
Washington D.C. 20431, U.S.A.
=(202) 623-7000 Fax: (202) 623-4661

IAEA - INTERNATIONAL ATOMIC ENERGY AUTHORITY
Wagramerstraie 5, P.O.Box 100, 1400 Vienna, AUSTRIA
®(43-1) 23600 Fax: (43-1) 234564 Telex: 112645 ATOM A

CEN - COMITE EUROPEEN DE NORMALISATION
rue de Stassart 36, 1050 Bruxelies, BELGIUM
«(32-2) 519.68.25, 519.68.11 Fax: (32-2) 519.68.19
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E. REGISTER FORM
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COMMISSION
OF THE EUROPEAN

é COMMUNITIES Brussels, February 25, 1992

01 RECTORATE-GENERAL
EXTERNAL RELATIONS
anotlonﬂ Servios PHARE

Dear Sirs,

You wrote to us expressing interest in participating in the European Community’s assistance
programme to the countries of Eastern Europe and the Commonwealth of Independent States.

We are currently setting up a central consultancy register for all our units. It will be used, inter
alia, for the identification of suitable consultants for technical assistance work, including the
preparation of short lists. The central register will incorporate and replace all the previous
registers maintained within the units.

In order to make sure you are registered with us in your particular sector of activity, you should
plwse complete and return to the Commnsmon the enclosed sxmphﬁed form as_soon as

On receipt of the form, you will be formally registered on the database, and you may be selected
for restricted tenders, consultation or direct agreement contracts.

You will receive later on a more detailed version of the form which should be completed and
returned within 8 month from reception in order to maintain your registration, and make sure
that project officers are aware of your exact capabilities. Data supplied by you will be
independently verified (supporting documentation).

An individual form should be completed for each subsidiary or associate if these are to be
considered independently from the company or organization to which this letter is addressed.

Copy of the present form should be addressed by mail only to :

Commission of the European Communities
200 Rue de la Loi

DG I PHARE
Sylvie Koch / Consultancy Register
L84 6/6

B-1049 BRUSSELS
BELGIUM

The envelope should be marked “Consultant Registration Form".

Thank you for your cooperation. We will contact you should any further information be needed.

-

Jurgen KOEPPM

Rue de la Lol 200 — B-1049 Brusscets — Belgium

Telephone: direct {line 2353233  exchange 235.11.11 — Velex COMEU B 21677 — Telegraphic oddress COMEUR Brussels — Telefax 2355387
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FINAL VERSION 25/2/92

GENERAL INFORMATION

NAME OF ORGANIZATION

STREET AND NBR

POSTAL CODE

CITY

COUNTRY

REGISTER N°

TELEPHONE COUNTRY CODE

TELEPHONE N°

TELEFAX N°

TYPE OF ORGANIZATION :

| PARTNERSHIP FIRM

| PRIVATE COMPANY

PUBLIC CORPORATION

| GOVERNMENT ASSISTED FIRM

| STATE ENTERPRISE

| NON PROFIT ORGANIZATION

| OTHER

CAPITALS / ASSETS

AMOUNT

CURRENCY

STAFF (NBR)

CONTACT PERSONS

PROFESSIONAL STAFF

STAFF UNDER CONTRACT

ll DATE OF ESTABLISHMENT :

£.297
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FINAL VERSION 25/2/92

BRANCH OFFICES / FORMAL CORRESPONDANT
| INFORMAL CORRESPONDANT

EEC. RELEVANT COUNTRIES 1
BULGARIA
DENMARK CZECHOSLOVAKIA |
FRANCE HUNGARY |
GERMANY POLAND |
GREECE ROMANIA |
IRELAND ALBANIA I
ITALY C.LS. (Pls Specify) l
LUXEMBURG LITHUANIA
NETHERLANDS ESTONIA 1
PORTUGAL LATVIA
SPAIN CROATIA
UNITED KINGDOM SLOVENIA
| OTHER EX YUGOSLAVIA |

COUNTRIES WHERE YOU HAVE SPECIFIC INTEREST

7

*

Put : 1 FOR BRANCH OFFICE

2 FOR FORMAL CORRESPONDANT
3 FOR INFORMAL CORRESPONDANT
PLS ATTACH SEPARATE SHEET WITH NAMES / ADDRESSE



SPECIFIC EXPERIENCE

CAPABILITIES

E.299

FINAL VERSION 25/2/92

-] |
(p)
o
m
-

I CODE
0100 AGRICULTURE & RURAL
DEVELOPMENT
0200 ENVIRONMENT
0300 WATER i
0400 ENERGY
0400 NUCLEAR
0500 CONSTRUCTION
I 0600 COMMUNICATION
{ 0700 TRANSPORT
0800 PUBLIC SECTOR
MANAGEMENT b
0900 ECONOMIC & INDUSTRIAL
SERVICES
LIOOO BANKING
1100 FINANCIAL SERVICES
1200 INDUSTRIAL SECTORS
1300 SME
1400 TOURISM
1500 EDUCATION POLICY
1600 HEALTH
1700 SOCIAL DEVELOPMENT
1800 LABOUR MARKET
RESTRUCTURING
1900 HOUSING
2000 FOOD DISTRIBUTION SECTOR
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CODE

2100 OTHER SECTORS

===

— S

: GENERAL STUDIES / PLANNING / POLICY ADVICE / ETC.

: FEASABILITY STUDIES / TECHNICAL DESIGNS / ETC.

: LT TECHNICAL ASSISTANCE / PROJECT CONTROL / MANAGEMENT
: PROCUREMENT / TENDERING

: INSPECTION / AUDIT / CERTIFICATION / QUALITY ASSURANCE

: TRAINING

RO AN
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