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ICC Background Brief

BC-EASTERN BUROPE RELAT IONS

The Joint DEclaration’ gigned /n Luxesbourg on 28 June 1988 estad!/shed
official reiations opetween the Eurcpean Econcaic Coasunity and the
Counci! for Mutual! Econcmic Assistance (COWECON). This paved the way to
the estabd//shaent of dipiosatic relat/ons between the EC and the
individual Eest Eurocpean countries (except ARosani/a, which hu announced
/Its Intention of doing so shortly).

Historical Background

As far back as 1963 an EC a/de—adéscire to the Soviet Union expressed the
hope that reiati/ons between thes coul/d be norsal/zed.

In 1974, the Community offered to conclude dilateral agreesents with esch
of the fast Eurcpeen countries I/n view of the /Introduct/on of the coamson
cosmerci/al policy. Romania accepted this and a trade agreesent was
concl/uded /In 1980.

It was not until/ 1986 that the USSR sccepted the Coasunity’s parallel
approach: working relations with CONECON, (In aress to be determined),
trace rel/at/ons being the subject of separate agreesents with COMECON
Deabers .

Agreements

EC Romania tne 1980 agreesent /s reiatively modest and as early
& 19898 the EEC hed planned Its enl/argesent with & view to
complieting the trade provisions on agriculture and ceoperation.
Negot/stions began In 1987 but were suspended on 24 April 1989 for
regsens that were both economic (Aoman/a did not respect Its
obl/igations under the 1980 agreesent) and political (deterioration
of the husan rignhts situation).

Arter the overthrow of the Cesucescu reg/se, a relsunch s planned.
Filrgt of all the EEC-Acsani/a Joint Coamittee w/!! mest shortly; the
Commiss/on could then ask the Councl/! to revise the 1988 sandate 30
as to negotiste a new enlarged agreesent, s/allar to the ones
conc/uded with Nungary, Poland and the USSR. ;

EC Hungary ' 9i/gned on 26 Septesber 1988 a ten-yewr trade,

commserci/al/ and econcalc cooperaticn agresaent which case /nto force
on | Decasber 1988.
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The trade provisions of the 1988 agreesent cover trade /n Industrial
and agricultural products with sose except/ons. HNungery undertook to
Inprove conditi/ons for Coasunity businesssen [n Hungary. But key
provisions on sccess to the EC market for Nungerian products were re-
written by the BC Counc/! of Hinisters on & novasber 1989 In the
context Of the PNARE Action (1) Programme. The Council! scrapped the
7-yeoar t/metable for the el/imination of all specific quantitative
restrictionse (QRs) (2) on Isports froe HNungary and decided to
e/ /minate thes from 1 January 1990 Ineteed. The Counc/! also dec/ded
to suspend non specific quant/tat/ve reetrictione (/.e. those that
apply to other third countries) for & peri/od of one year froa the
sase date.

The EC Counci! extended the Comsunity’'s General//zed Systes of
Preferances for 1990 to Hungary under the PHARE action plan (for
deta/l/s see sect/on on PHARE).

The agreesent of 1588 iIncl/udes provigions for econcalc cooperation
a/sed at prosoting Jjoint venturee and other forse of /ndustrial
cooperati/on. Weain sectors are /ndustry., &ining, agrieculture, energy
research, trangport, touri/sa and environsental protecti/on. A Business
Forum organized by the Coams/ssi/ion and the Hungar/an Chaaber of
coaserce, /n budepest, on 3=4 October 1989 brought over 120 Coasunity
bus/nessaen together with potential Hungar/an partners.

Eirst meeting of the Joint Coamittes set up by the Agreement on 12
and 13 December 1968, the second cn 29 and 30 Novesber 1589.

The Commission on 8 Deceaber 71989 asked the Counc/! for a sandate to
conci/ude a S-year borrowing prograsse for mex/mum 1 bdilllen ECUs
covered by a Comsunity budgetary guarantee.

Obj/ect/ve: to help Hungary to overcomse I/ts structural/ ad/ustaent
probiems. First trenche avel/l/able In the firet quarter of 1990. The

Community’s offer Is subject to an agreesent being reached between
IMF and Wungery.

The 71990 susterity programle approved at the end of Deceabder 1989 by
the Nungarian Perilasent cpens the way to the conclusion of Hungary’s
negot/at/ons with the (MF.

The Commission Intends to open a Delegat/on in Budapest this year.

EC rzecnoslovakia ¢ @ four-year agressent signed on 19 Deceaber
1988. Only covers trade in Industrial products.

The first seeting of the Consultaticn body (hcld on 1-2 June 1989)
finalized some |iberaligsation meesures.

L 4

CT) PHARE - POland Hungary Ald for Restructuring of Ecencales.
(2) GRs: Spec/fic quantitative restrictions, so called to distinguish

thea from the GRs which apply to the Ccasunity’'s luortl from other
market econcal/es and GAIT s/gnatoriee.
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The current agreesent which entered Into force on 1 April 1989 /s a
gs/imple trade accord. Following a deserche |ast December with
Presi/dent Delors by the Czech Prime Winigter, Inforsal conversations
have already begun betwean the Coasission services and the Czech
Del/egation /n Brusse!s with a view to exas/ning the possibility of
extending the current agreesent, notably to econocaic cooperation,
and the el//mination of quantitati/ve restrictions.

EC Poland , 4 give-yesr Trade and Cocperation Agresment signed on 19
Septester 1989 provides for trade cocperation alming at Jdevelopsent
ang diversification of exchanges.

The agressent had not even cose Into force before /ts key provigions
oNn accees OfFf Polish products to the EC aarket were revised by the EC
Counc/| of Winigsters on Noveaber & under the PHARE sctien plan. The
S-year ti/metsbl/e for the coaspl/ete |[/berall/zat/on of Polish experts
subject to specific quanti/tati/ve restricti/ions was Jett/soned, and a
Eurcpean Commission proposal el/minating all such restrictions from 1
January 1990 was edopted. The Council also suspended the non-
specific guanti/tative restrictions appl/ied to Poland. At the same
t/s®@ the Counci/ extended the Coasunity’s General//zed Systes of
Preferances (GSP) to Poland for 1990, thus giving the country's
exporters great!y /mproved access to the EC market. (For detalls,
30@ the secti/on on the PHARE act/on prograsse).

Koy feature of the agreesent, /s econoalc cooperation, I/n Industry,
in agro=industries, In the Bining sector, energy, transport, touri/sa,
protect/on of the environasent, sci/entific research.

Eirst EEC-Poland Joint Coamittee was held on 4 and § December In
Srusse/s.

Whilst Poland's |egal framework provides wide opportunities for
direct I/nvestment and for trade and economic cooperat/on, further
improvesents needed In the Infrastructure for econclic cperators.
Both parties agreed to work together In the promotion of direct
/Investaent and other forse of cooperati/on between the Comsun/ty and
Polish firme.

A Delegation of the Commiss/on in WNarsaw wil|/ be ocpened this year.

First seeting (en 72 January 1990) of the Cosamittee responsible for
the senegesent of the counterpert funds resulting from the sale to
the Polish populat/on of foodstuffs offered free of charge by the
EFC. Commissioner Wec Sharry attended. The Coamunity has an
exam/nation right on the managesent of these counterpart funds.
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EC USSR ; sfter three rounds of explorstory talks with the Soviet
Union, on 12 June 1989 the Commiss/on ocbtained negot/ating directives
for a wide-ranging trade-and-cooperation agreesent. Three rounds of
negoti/ations In July, October and Noveaber |ed to agreesent on 26
November on a text which was signed In Brussel/s on 18 Decesber.
G/ven the Community’s Interest In nucl/esr research and nuc/eear safety
in the Soviet Union, the agreesent inc/udes Euratos as a party, but
otherwi/se is very sinllar to those concl/uded with Nungary and Poland.
The 10=year agreesent provides for the abolition of all/ specif/c QRs
on USSR exports to the Coasunity by the end of 1998, subj/ect to
except/one for senei/ti/ve products. In return, the USSR w/|| grant
non=digscriminatory treatasent for Coasunity exports as regards QRs,
licensing and the all/ocation of currency. The USSR al/so undertakes
to fac/litate the operat/ons of Cossunity businesssen /n that
ocountry. Econcalc cooperation (s foreseen In a wide range of sectors
(the environsent, energy, transport, science and technology.
financial services, etc.)

Moscow enviseged as the gite of a Coamission Delegation In 1991,

EC Bulgaria : neget/ating msandate for trade aend cooperation
agressent adopted Dby Councl/l/ on 20 February 1089. Forsal
negot/ations began on 6~7 April 1989. A second round took place on
29-30 Vay 1989.

Negot/ations were Interrupted dus to the political situat/on. 8ince
{ast Novesber the s/tuat/on has changed significantly.

Last Osceaber Buligerian Prime HWinister, U. Atanesov, approsched
Pres/dent Del/ors to reguest a rel/aunch of the negotliation. Inforseal
d/scussions took p/ece on 14-18 Decesber 1980. Negot/ations are
llkely to be re-cpened shortly.

The Buigarian suthorit/es have also requested that the benfits of the
GSP be extended to Bul/geria.

EC German Nemocratic Republic (¢ After three rounds of
eXpIOrgTory taixe with the @R, (third round on 18=-19 January 1989),
the Cosmissi/on prepared draft negot/ating directives for a trade and
cocperat/on agreesent with that country, which were adopted by the
Counc/! on 232 December 1989. To refiect the reserkabdle politieal
devel/cgments /n the GDR, the Cosal/esi/on has deci/ded to propoee a auch
broater and sore favourable agreesent then wae originally foreseen.
it will @ on the |inee of the recent Soviet agressent, with a cut-
off date for the removal of QRes, and with an extens/ve |ist of areas
in mhiah cooperation /s to be devel/oped between the EC and the GOR.
At the same t/se counter-concessions wil| be provided for which will
refiest the sti/l! unreformed condition of the GOR econoalc system and
encourage change In It. The first round of negotiations will be held
In BrusBels on 29 January.

The agreasent wiil not affect the provisions In ferce concerning
Inner-Qersan trade; If this ral/ses probless, they will be d/scussed
within the Community between the Federal Republic of Gerseny and the
other Wember Statee.
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EC Sectoral Agreements with East European “ountries

. Self-restraint Arrangememts covering steel currency ‘in Gorce with
Sulgaria, Cxschosiovakia, Mingery, Poland, and Rosenia : Wurgery and
Polend have progosed extens/on to the aress ©f coal/ and steel/ of
thel/r agressents; this will be done by separate agreesentg, for which
aandatee &re under dliscussion In the Counell.

Textile Agreememts || : concluded with Bulgaria, Czechos/ovakia,
fungary, Folana, Rosania and the USSR. The Commission is preparing a
sandate for (] text//e agressent with the WA

Self-restraint agreements covering agriculture Products ywjem sost
East Surocpeen sembers Of CONSCOUNW.

FOUrt™ ==iad ad nanns!atiane In Hogcow On 12/13 Fedruary 1990 for a
usspagreements on fisheries firgt reund of negot/ations for a
fisheri/es agreesent with the GDR took plece I/n Brussels of 12/13
Deceaber 1989; negot/ations on a fisheries agreesent with Poland are
envisaged to start soon.

Phare Operation(Poland/Mungary: aid for restructuring of economies).

The Paris Susait (Summit of the Arch, 14=168 July 1989, Neads of State
and GQGovernsent of the Seven (7) and the Coam/ssion) decided that
along with Interested countries they should give coord/nated
econoe/c al/d to Poland and Nungary. To give both soral and saterial
support to the Hungariane and the Pol/ee In their effort at desocrati/c
refors. The Coammission was given the task of coordinator of this
operation.

1 August 1989, First coordination meeting of the Group of 24 for

econolic assistance to Polend and %.m
’ . . o and Turkey).

Categories of action being coord/nated : food ald to

Poland ,feci/i/tating |nvestsent (creat/on of joint ventures), access

to Nestern Bsarkets, cooperati/on regarding the envircnsent and
vocat/onal training.

First consi/gneent of food ald from the Coasunity to Poland was
del//vered In October 1989. °“Counterpart funds® resuiting froa the
sale In Poland of emergency food ald to finance ection for
restructuring and training In the agrioultural sector.

The Commission /sunched a traines plan to develop the financial
system In Poland and Hungary. (21 Septesber 1989).

Oon 36 Septender 1980 /n Brussel/s second coordinati/on sseting of the
GFoup of 9.

ﬁ

Action plan |aunched >y Coamission Involving an EC Budget subeldy of
200 willlon &EQU, rapld resmoval of Cosmunity GRs, additional
agricultural concess/ons, access to EEC preferences (GSP) and to
furcpean |/rvestsent Benk CEIB) locans.

(T) The "Grold of Seven® highly Industrialized countries : Federal!
Republ /¢ of Gersany, France, I/taly, UR, Canada, Japan, USA, plius the
Coamission. *
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Hungary and Poland urged to reach an early agreesent with /UF.
Suppert for Investsent In Poland and Hungary. Poland urged to
coapl/ete procedures enadling it to participate In the su/t//ateral
Investaent Quarantee Agency.

Moat Favoured Nati/on status granted or to be granted to Poland and
Hungary. [Extansion of the General//zed Systesm of Preferences (GSP).

in the environsent fleld, specific projects esbarked upon by the 24.

A third sseting of the @-24 at senior /eve! took place In Brussels on
NW';—W—. Aoted that:

more than one third of the 336 aillion ECU ($370 million) pledged for
food ass/stance had been suppl/ed.

The Community dec/ded to /ncreese the financial seans for econoalc
cooperat/on with Poland and Hungary In 1980 to 300 aillieon ECU.

Wost sembers of the 24 Including the Coasunity have dec/ded to
/mprove asccees to their sarkets for Polish and Nungar/an exports
notably through an extensi/on of the @BP.

identification of projects In the 4 priority areas defi/ned Dy the 24:
agriculture, training, environasent and Investsent, /g under way.

A seeti of coordination at einisterial Ilevel

wvas hel¢g on 13

. a
CERTSrESE". vis the firstroliticalsecasion after thd P88 SUBEIT
TR JUTy 1980 where the Initiative was taken for coordinated support
In favour of Poland and Wungery.

Particular reference was sade to food supp//ee delivered to Poland.
Several/ participants, not seabérs of the £HRurocpean Coasunity,
Iindicated thel/r interest In participating In this act/on as wel/.

Desision by the @-24 to creete & stbilization fund O/llieon
dol//ars) In faveur or Poland.

Al®0 Adjustment Loans®/!//on doilars) for Wungary.

All participants eubecribed the conclusien that future est/en of the
=04 Aguid ==|| pe gy*~~<er *a ’
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Eastern Europe fullfi fulfilling the political conditions



European Bank for Reconstruction and Development (EBRD)

The Eurcpean Councii, Strssbourg, 89 Decamber 1969, approved the
creat/on of a Kurcpean bank for Reconstructi/on and Develocpsent. |ts
alm will! be to prosote, /n consultation with the /¢ and the World
Bank, produsti/ve and competitive /Investmant In the States of Central
and fastern furope, to reduce, where appropriate, any rlsks related
to the financing of their econcaies, to ass/st the trans/t/on towards
a BOre Barket-oriented econcly aend to speed up the necessary
structural/ adjustsents. The States of Central/ and Bastern Europe
concerned will be able to participete iIn the capital and msnegesent
of this Bank, In which the NWesber 3States, the Comsunity and the
Eurcpeen Investaent Bank will heve a Bsajority holding. Other
countries, and In particular the other Wember countries of the

OfCD, will be invited to participate.

eet/ngs took place In Paris on 15=18 January on the creetion of the
EBRD. 32 countries attended.

A second meeting Is planned for 19=280 February.
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