
































The European Commission is currently preparing a White
Paper which will provide detailed guidance on the adop-
tion of the ‘acquis communautaire’ in the internal market
area to be published before June 1995. This will build on
the work on the harmonisation of legislation already
accomplished by Phare in previous years.

However, in 1994, Phare took an important step in the
development of a framework within which individual
countries can develop their own programmes of legislative
alignment. This was the launch, in June, of a framework
contract to facilitate the approximation of laws in the
Czech Republic. A consortium of three law firms and two
training institutions is helping to draft and revise legisla-
tion and regulations, providing training, hardware, soft-
ware, books and documentation as well as translating
large sections of legal documentation. A similar approach
is being discussed with Hungary and Slovakia and has
been proposed to Bulgaria, Romania and Poland.

In addition a framework programme of support to develop
and approximate legislation has been set up for Latvia,
Lithuania, Estonia, Slovenia and Albania.

Linked to the development of new legislation is the reform
of the public administration system. This is because an
effective public administration together with the appropri-
ate administrative structures, staff and equipment is essen-
tial to the actual implementation of any legislation that is
developed.

Phare is supporting the necessary reform in the public
administrations of central and eastern European countries
by providing know-how to strengthen their administrative
capacity. In 1994 Phare supported governments in their
efforts to reform their public administration by providing
support in the following areas:

support for improvement in governance and manage-
ment (known as SIGMA), a programme established in
association with the Organisation for Economic Coop-
eration and Development (OECD)

reform of legal systems: drafting civil and penal codes
and procedures, training of judges, reform of the
Ministries of Justice and prosecution systems, training
of the police

institution-building: developing strategies, civil service
policy and training, restructuring and upgrading of
central administration, decentralisation policy and
strengthening of local governments

development of information technology.
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Social restructuring

Phare support for the social sector is becoming increas-
ingly important for those countries which are in the
consolidation phase of reform. This is because establish-
ing a system of social protection adapted to the needs of a
market economy is a major undertaking which requires
long-term action. Further progress in economic reform
will also be hampered unless corresponding steps in social
restructuring can be made.

Reflecting this need Phare support is now moving towards
supporting long-term restructuring following up its initial
focus on the immediate needs resulting from the first steps
of reform. Phare is focusing on the following areas:

reform of the system for pension provision

social security systems, to develop a new approach to
social protection based on the experience gained in
western Europe

employment policies, to counteract the job losses
resulting from the privatisation and restructuring of
state-owned enterprises

health care, in particular disease prevention, health
services reorganisation and financing, training of health
personnel and pharmaceutical policy.

Increasing investment support

Once the basic elements of economic transformation have
been put in place the key to maintaining the momentum of
economic development lies in achieving sustained high
rates of investment.

The Phare Programme has always recognised the impor-
tance of supporting investment and has therefore included
initiatives to develop investment across the range of its
programmes from the start of the Programme. However,
in view of the increasing importance of attracting invest-
ment as part of the integration process highlighted in the
Essen strategy, Phare has focused on developing its
investment support activities in a number of key areas:

improving the legal and regulatory frameworks.
continuing support to the investment promotion agen-
cies already set up under the Phare Programme. Such
agencies have been set up in

The Czech Republic - Czechinvest

Estonia - Estonian Foreign Investment Agency
Hungary - Investment and Trade Development Agency
Latvia - Latvian Development Agency

Lithuania - Lithuanian Investment Promotion Agency
Poland - State Foreign Investment Agency

Romania - Romanian Development Agency

Slovakia - Slovak National Agency for Foreign Invest-
ment and Development.



providing finance across a wide spectrum of small
businesses through established intermediaries. This is
important both because it allows this important sector
to have access to funding which it would otherwise be
denied and because it serves as a model which the
banking system can use to develop for its own lending
to this sector.

banking reform. The banking system is not yet struc-
tured to efficiently channel savings into investment,
neither is the provision of venture capital highly devel-
oped. Phare will therefore intensify its efforts to
support the reform of the banking sector and promote
the provision of equity, including venture capital.
management training. A number of pilot operations
were started in 1994 and in the future the programme
could support a large-scale industrial training attach-
ment programme.

Infrastructure investment

The decision of the Essen Council to raise the limit of the
Phare budget that could be used to co-finance infrastruc-
ture investment reflects the importance of improving
infrastructure as a major element in preparation for acces-
sion. This is because of the need to improve the physical
links between the partner countries and the European
Community and also because investment in infrastructure
has a multiplier effect on economic growth.

While Phare may only finance a small percentage of a
project’s final costs its role can be crucial either to bridge
the gap between the amount that international financing
institutions can lend and the contribution required from
government or because its status as provider of grant,
rather than loan finance, improves the quality of the mix
of a financial package.

This type of financing is provided by Phare in those cases
where it mobilises more substantial loans from interna-
tional financing institutions or other investors or for
projects supporting important integration objectives which
would not otherwise go ahead.

Most of the projects co-financed to date have been within
the transport sector. While Phare can finance any infra-
structure project within the terms of the Copenhagen
Council decision, so far the projects have either been
linked to the seven major projects in central and eastern
Europe which have been identified as priorities under the
development of trans-European networks or are linked to
eliminating bottlenecks at key border crossings.

In 1994 ECU 100 million has been committed for the co-
financing of infrastructure investment in five countries
(Poland, Hungary, Romania, Bulgaria and Albania). This
covered eight projects (six transport, one gas pipeline
project and a telecommunications project).

Cross-border programme

The cross-border programme is another important initiative
linked to integration with a significant bias, at least in the
initial stages, towards the development of infrastructure.

The programme was first launched in 1994 on the initia-
tive of the European Parliament. It complements, and is
closely linked to, the European Community’s successful
Interreg initiative. While Interreg is a programme aimed at
cooperative development between regions on internal and
external borders of the European Community, the Phare
cross-border cooperation programme has the objective of
developing networks and other forms of cooperation
between border regions in partner countries with neigh-
bouring Interreg regions of the European Community. The
principal fields of activity are transport, utilities, environ-
ment, economic development and human resources.

Initially, in 1993, ECU 15 million from the Phare budget
was set aside for interregional infrastructure cooperation.
In 1994 this was extended to ECU 150 million. The coun-
tries eligible in 1994 were Albania, Bulgaria, the Baltic
Republics, the Czech Republic, Poland and Slovenia. This
will be extended to Hungary and Slovakia in 1995 as a
result of the enlargement of the European Union to
include Austria, Sweden and Finland.

During 1994 Phare worked closely with the Directorate
General for Regional Policies which manages Interreg, to
make sure that both address cross-border cooperation in a
consistent way. In line with these efforts, and the Essen
European Council conclusions, Phare is aiming to give a
multi-annual perspective to the Cross-border cooperation
programmes so that they correspond to the Operational
Programmes for the Interreg II programme which are
decided on a multi-annual basis from 1995 to 1999. It is
planned to prepare Multi-annual Indicative Programmes
that mirror Interreg Operational Programmes and provide
a framework for annual financing decisions.

One of the striking differences between Phare cooperation
and Interreg is the emphasis that the Phare countries place
on infrastructure measures (the largest categories are
transport and environment) while the Member States of
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the European Community concentrate on regional devel-
opment. To address these differences, Cooperation Agree-
ments between the neighbouring countries involved will
be prepared. These will provide a framework including the
setting-up of joint programming and monitoring commit-
tees to agree objectives, implementation and monitoring.
The first Cooperation Agreement was signed between
Poland and Germany in December 1994.

Major projects launched under the 1994 Cross-border
programme have concentrated on the following sectors:

transport
environment
energy
education
communications
agriculture.

Phare funding was also made available for a smaller inter-
regional cooperation effort in the framework of the
ECOS/Ouverture Programme, which supports cooperation
on selected topics between cities and regions of the Euro-
pean Community and those of partner countries. Phare
support enabled cities and regions of central and eastern
Europe to take an active part in this programme.

Eliminating border-crossing bottlenecks

The third element of the Phare Programme which is
concerned with integration are projects within the trans-
port sector developed either as part of partner countries’
national programmes or under the transport multi-country
programme.

Phare attention in this area has largely been focused on
improving border crossings to eliminate bottlenecks.
Following the collapse of the previous regimes and the
opening of borders traffic across borders has increased
well beyond the point with which border crossing facili-
ties were designed to cope. As a result delays, especially
for freight traffic, can exceed 40 hours at some crossing
points.

The problems that many of the partner countries have
faced have stemmed from

poor infrastructure and customs facilities at, or close to,
the border-crossings themselves

outdated and inappropriate customs clearance and
control procedures

lack of coordination between the authorities on both
sides of the border.
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Phare support has therefore focused both on improving
practices through the transfer of know-how and also on
direct investments to improve the infrastructure. The focus
of Phare activity in previous years had been on the transfer
of know-how - providing advice on setting up the neces-
sary procedures and training customs staff. Now that most
of the partner countries have put this in place, Phare
support is placing greater emphasis on investment to
improve the crossing points themselves. This can involve
upgrading the roads and vehicle-holding areas so that they
can cope with the increased volume of traffic as well as
restructuring or rebuilding the customs points themselves.

Phare has provided more than ECU 100 million for this
area so far and by the end of 1995 more than 50 individual
border-crossing modernisation projects will have been
implemented. Around ECU 80 million has been provided
for the harmonisation and standardisation of documents
and procedures as well as the computerisation of customs
administrations.

An important new initiative in 1994 has been the develop-
ment of the customs corridor concept. This was first
proposed in relation to establishing a corridor which could
improve transport in the Balkans, disrupted by the conflict
in the former Yugoslavia. Most of the planning for the
Balkans customs corridor has now been completed, an
exercise involving cooperation between five countries,
coordinated by Phare with the support of the European
Commission’s Directorates General VII and XXI.

In March 1994 European transport ministers met in Crete
for a pan-European transport conference which identified
nine priority transport corridors. Phare is financing most
of the pre-investment feasibility studies as the first step
towards developing these corridors. Phare has also started
work on the development of a customs corridor in the
Baltics.

Promoting multi-country and intra-regional cooperation
The development of cooperation between the Phare
partner countries has been recognised as an important
element of reform, not only in terms of developing closer
economic links, but also in promoting political stability.
The Essen strategy for accession also emphasises the
importance of developing cooperation between the Phare
partner countries and the promotion of ‘bon voisinage’.



In this context Phare is actively supporting the Pact on
Stability in Europe which aims to promote good relations
between countries in central and eastern Europe and is one
of the first joint actions of the Common Foreign and Secu-
rity Policy.

Phare funds totalling ECU 200 million are being used to
fund projects submitted by the central and eastern Euro-
pean countries in the six main areas identified in the Pact
as being the key themes for cooperation:

regional trans-border cooperation

questions relating to minorities

cultural cooperation, including language training
regional economic cooperation

legal cooperation and administrative training
environmental problems.

A continuing emphasis was also placed on the develop-
ment of cooperation between the partner countries through
Phare’s multi-country programmes (previously called
regional programmes) which were first set up in 1991. In
1994 multi-country programmes received an allocation of
ECU 86 million and covered the following key areas:

energy, with specific emphasis on a clean coal strategy,
twinning and network programmes and the harmonisa-
tion of energy policies

transport, with a continuing focus on the elimination of
border-crossing bottlenecks

statistics, in order to develop information systems to
support and monitor economic reforms

education and research, with the Commission’s ACE
and COSINE programmes which both received addi-
tional support
public administration, with the SIGMA programme
which received additional support and was extended to
Albania, the Baltic States and Slovenia.
Preparatory work was also carried out in the areas of
distance education and telecommunications.

Representatives in the group, which meets twice a year,
are the National Aid Coordinators of the Phare partner
countries. The group has a rolling presidency following
the alphabetical order of country names. In 1994 Hungary
had the presidency which was then passed to Poland at the
end of the year.

An orientations paper for multi-country programmes was
prepared and agreed for the first time in 1994, setting the
priorities for multi-country funding during the course of
the year.

A continuing effort was made in 1994 to decentralise
programme management and to strengthen the technical
support for the sector coordinators who are nominated by
the coordination group. As a result Programme Coordina-
tion Units (PCU) now exist for the transport, telecommu-
nications, energy, customs and anti-drugs programmes.
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The concept of establishing sectoral funds has been incor-
porated in the new approach to Phare which will be
launched in the 1995 to 1999 Indicative Programme.

Within the framework of the programme for small and
medium-sized enterprises support was given to more than
5,000 entrepreneurs by providing advisory services
through a network of 20 regional centres and Business
Information Centres.

The cross-border cooperation programme was the main
innovation in 1994. Despite some initial reservations the
programme is proving to be a popular and much-appreci-
ated initiative. Six projects have been agreed concerning
the improvement of transport infrastructure, the purifica-
tion of water supplies, a steam pipeline for the improve-
ment of heat distribution and the reduction of toxic emis-
sions in the Czech - German border region.

In the area of foreign investment the Phare-supported
investment promotion agency, Czechinvest, successfully
developed its activities including the establishment of a
local representatives network in Czech regions as well as a
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foreign representation in London (France and Germany
are at the stage of preparation). Czechinvest also directly
secured six investments in 1994 amounting to the value of
US$ 48 million, generating 1,250 new jobs.

Contracting and disbursement rates of the Czech Republic
are far below the average of the Programme as a whole
with only 13 per cent of funds committed actually
disbursed and 21 per cent of funds contracted actually
paid since the Programme started to support the country.
This performance has not yet had serious consequences on
project implementation as it only accounts for the Czech
performance since 1993 when it became independent.

Phare also took some important steps in the development
of a proactive approach to communications. Research was
carried out in the second half of the year to identify how
best to improve communications with the Programme’s
key target audiences. The results of this research have
been used to design a communications programme for
1995 which supports the overall communications strategy
developed for Phare by the European Commission.


















ECU 35 million was allocated in 1994 to transportation
infrastructure schemes especially those that help
modemnise motorway and railway system connections
with European Union Member States - projects envisaged
as forming part of the trans-European networks. Signifi-
cant investment in infrastructure is also taking place under
the Cross-border programme for which ECU 58.75
million was allocated. This funding was largely devoted to
schemes devised to remove bottlenecks at frontier cross-
ings. Work on these projects included the construction of
modern customs terminals and the building of new access
roads to ease the flow of cross-border transportation.

1994 was also the first year that the Phare-funded Polish

Agency for Regional Development started financing opera-
tions through investment grants.
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The Phare Programme is supporting the Polish Govern-
ment in its attempt to reform its public administration.
Reform in this area remains difficult to accomplish but it
is becoming increasingly important if Poland is to imple-
ment the initiatives required to meet the objectives set out
for integration with the European Union. The initiatives in
this area support the Agency for Municipal Development
and the National Labour Inspectorate.

Phare also achieved high-profile success in the environ-
ment sector through participation in a programme which
used environmentally-friendly chemicals to rid over
800,000 hectares of forest of an infestation of parasitic nun
moths responsible for killing off large tracts of woodland.
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