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PREAMBLE

This is the third report on Comemunity assisiance under the PHARE Programwme (o the -
Centrat and Easterm Europsan Countries, which was exiended in 1992 to Albania, Estonis,
Latvis, Lithuania and Slovenia. it deais with the generel context ef the assistance in 1992. It
humanitarian aid. it reviews the 1990-1992 measures in addition to two specific issues of
particutar interest : the progress of referm in PHARE countries in 1992 and the impact of
PHARE. Finally it dascribes the new guidelines which were adopted in 1992 and which
constitute the framewerk for future PHARE suppor. .



| - GENERAL CONTEXT FOR EC ASSISTANCE IN 1992

1.1 Legal basis

Council Requlations n* 3906/89 of 18 September 1989 (') as amended in 1990 and in
1991(2) represent the legal basis for PHARE assistance. Following the recognition by the
Community and the Member States of Slovenia and Croatia as independent republics, the
Commission presented a proposition to the Council in order to formally include these
republics amongst the beneficiary countries of the "PHARE Regulation”. The European
Parliament having given a negative opinion in respect of Croalia, the Council fi nally adopted
a Regulation including only Slovenia (3).

1.2 Financial framework

- The initial allocation foresaw a budget of 1.000 MECU for 1992 (budget line B7-600-Aid for
economic restructuring of the countries of Central and Eastern Europe -CEEC's -).

During the year the Commission asked for the transfer of 25 MECU in order to finance the
incorporation of Estonia, Latvia and Lithuania in the PHARE programme, in addition to the
reconstitution of the appropriations used for the balance of payments grant to Albania.

Following the Budgetary Authority's approval of a transfer of 15.5 MECU, the fmal -budget
amounted to 1.015,5 MECU, of which 1.015,3 MECU was committed. '

The breakdown of the commitments was :

National Programmes(®) 733.0 MECU
Regional Programmes 116.0 MECU
Multidisciplinary measures 44 8 MECU
Humanitarian Aid 121.5 MECU
TOTAL 1.015.3 MECU -

Under budgel line B8-760 "mini-budget”.appropriations of 15 MECU appeared. This was used
to cover administrative expenditure in support of the PHARE operations.

; L 375 of 23.12.89, p.11

Second Annual Report on the implementation of Community assistance to the countries of East and Central
Europe, p.4 ’

3 L 277 of 11.8.92, p.1

Including balance of payments (MECU 35) to Albania



1.3 Policy Orientations

The Commission's approach to programming for the period 1991-1992 was defined at the
beginning of 1991 and was applied for the first time during that year's programming exercise.
A synthesis of the developing ideas on programming in the form of draft guidelines
1991/1992 was discussed and given a favourable opinion by the PHARE management
Committee on 21.02.1991, and formally adopted by the Commission on 15.05.1991.

In addition to the extension of the aid programme to Albania, Estonia, Latvia, Lithuania and
Slovenia the Commission therefore intended in 1992, as in 1991, to focus PHARE assistance
on its fundamental objective which is to support the transformation of a market economy to
one based on market forces. In order to increase the efficiency of the assistance, the
emphasis was on concentrating on key sectors of the reform process. The "core areas"
identified in this transformation process were notably the restructuring of public enterprises,
the modernisation of financial services, the promotion of the private sector and the
development of the labour market and the social sector. Assistance in the core areas would
be complemented by support in related priority areas such as energy, environmem,
telecommunications, transport, health, housing, training and agriculture. In addition
programming would also make due allowance for ongoing schemes of co-operation in the
domain of human resources devetlopment such as TEMPUS and ACE, as well as supporiing
institution building effonts.

Assistance which would focus on lechnical assistance, training and studies as well as
financial assistance within the framework of sectoral programmes aimed al supponing the
development of a market economy.

While the bulk of the PHARE resources (75 -80 %) would be used for national programmes
in accordance with the above mentioned orientations, 10-15% would be used to encourage
programmes of a regional significance which can only be implemented on a regional basis or-
enable economies of scale if implemented on a regional basis. In addition, 5-10% would be
reserved for humanitarizn aid in response to the increasing economic difficulties and critical
hardships experienced in some central and eastern European countries.

1.4 Programming

The core areas were identified in the context of programming dialogues with the beneficiary

states on the basis of country priorities related 1o the objective of transformation and
- sustainable development as well as the emerging economic strategies. Attention was paid {0
the evolving or often transitional nature of many of the beneficiary governments and the
need for flexibility to be supported under the PHARE assistance for 1992.

Following from this phase, Indicative Programmes were signed with the relevan{ authorities
“of the beneficiary countries during the first half of 1992 : CSFR 14.02.1992, Eslonia
31.03.1992, Hungary 31.01.1992, Latvia 02.04.1992, Lithuania 03.04.1992, Poland
28.05.1992, Romania 31.01.1992, Slovenia 26.03.1992. The Indicative Programme for
Albania was approved in the form of an exchange of letters on the 26.03.1992. Bulgaria had
already signed a multiannual Indicative Programme on the 08.02.1991 covering the period
1991/1992. In that context the allocation of the indicative amount for 1992 1o projects and
other operations was therefore agreed upon on 29.01.92.

The Indicative Programmes while not being formal binding agreements with the Commission
are working documents indicating priorties and providing a tramework for the identification,
formulation and appraisz! of projects to be financed. They are summarised in tables 1 and 2.



The priority area identified as requiring most assislance in the majority of beneficiary
countries was economiC restructuring covering notably enterprise restructuning and
privatisation, private sector development, and modernisation of the financial system. In
addition human resources, particularly the social and health sectors, as well as agriculture
and infrastructure were figuring as areas requiring assistance. Education, notably in the form
of suppart for the TEMPUS programme figured also prominently among the key areas.

In several countries a general technical assistance facility was identified as being a flexible
muitidisciplinary instrument which would allow the beneficiary countries o respond relatively
quickly to urgent need for TA with a view to develop reform policies and provide institutional
support across a wide range of areas. In three countries, Estonia, Latvia and Lithuania, the
bulk of the assistance was provided in the form of this facility, thus reflecting the early phase
of the transformation of these countries. A fundamental characteristic of this is that basic
technical assistance is required for a multitude of core areas.



il - 1992 MEASURES

2.1 Preparation and decision making

The total number of PHARE financing decisions on the 1992 budget was 96. These included
11 decisions under the heading of humanitarian aid in addition to 64 national sector
programmes and 15 regional cooperation programmes, and also four global authorisations for
small scale mulitidisciplinary actions.

The PHARE Management Committee met on ten occasions and gave a favourable opinion
on all financing proposals except for an import support guarantee programme for Albania of
40 MECU which was discussed at an extraordinary meeting of the Committee. The
proposal was then converted to an humanitarian aid programme of smaller size and
approved by the Commiittee.

The draft general guidelines for PHARE 1993/97 were discussed in detail at various meetings
of the Committee.

2.2 National Programmes

During 1992 the number of PHARE programmes grew o ten with the addition of Slovenia and
Albania and the transfer to PHARE of Estonia, Latvia and Lithuania which had previously
received Communily assistance under the CIS programme. Total assistance on nationat
programmes - that is, excluding humanitarian assistance and regional programmes -
amounted to nearly 698 MECU (see Table). The largest PHARE recipient was Poland with
200 MECU, equivalent to 28.6% of total national allocations, followed by Romania (130
MECU, 18.6%), Hungary (101.5 MECU, 14.5%) and Czechoslovakia (100 MECU, 14.3%).

Table 4 shows the broad sectoral pallern of assistance by country. The figures should be
treated with a little caution mainly because for some general technical assistance
programmes not all the assistance is allocable by sector. Subject to this, roughly a quarter of
total national allocations (167 MECU, 23,5%), was committed to enterprise development
covering privatisation, enterprise restructuring, assistance to small and medium enterprises
(SMEs), investment promotion and export development; this may understate somewhat the
true extent of support since regional development programmes also include components
designed to stimulate local enterprise. The ratio compares with approximately 28% in 1991
and underscores the continuing primacy of this area of aclivity for PHARE assistance.

Agriculture continued to receive substantial suppoit (85 MECU or 12% of national allocations)
reflecting the impontance of this sector in the economies of Eastern Europe; this compares
with approx. 15% in 1991. Although agricultural supplies continued to make up a proportion of
such assistance, there was more emphasis during 1992 on assistance for agricultural strategy
development and transformation including farm privatisation, agro-industrial restructuring,
advisory services and the development of credit channels for the new private farmers.



Allocations to the social sectors and education (including the TEMPUS programme) which
absorbed about 27% of national programmes, represent a relative increase as compared to
1981. The growing importance of the social dimension in the reform programmes of CEECs,
including the need to restructure social securily and health budgets, has been evident in the
growing number of PHARE programmes addressing social policy and social sector
reorganisational issues. These include support for labour markel development to cope with
the inevitable rise in unemployment resulting from restructuring measures. . There was
somewhat less emphasis on the environment in 1992 national programmes although
significant commitments continued to be made to this area in Poland and Hungary.

Although technical assistance remained a central plank of PHARE support, particularly for
countries at a relatively early stage of the reform process, other forms of assistance during
1992 continued to draw on the range of instruments available. These include: training,
manpower development, equipment supply, the provision of essential inputs in exceptional
cases (mainly in agriculture and health), and - increasingly - support for investment. The latter
has included PHARE contributions, typically on a cost-sharing basis with the Government or
local institutions, to developing financing mechanisms for newly emerging private agents
including loans and credit guarantee schemes for SMEs and private farmers, as well as
concessional financing schemes to promole environmental and/or regional development
goals.

Finally the PHARE Programme contributed 35 MECU for balance of payments suppor to
Albania.

2,3 Multidisciplinary measures

In addition to the sectoral programmes several operations were financed under the heading
Multidisciplinary Measures.

First of all a commitment of 18.8 MECU for "multidisciplinary technical assistance" was
agreed in several successive tranches as in 1990 and 1991. This is the enabling device
giving a-global authorisation to finance, within given parameters, small-scale operations such
as feasibility studies and technical assistance without requiring a specific Management
Committee opinion and Commission decision on each operation.

As in previous years, in 1992 the multidisiplinary facilily was used to finance much of the
identification, appraisal and auditing work for sector programmes. Planning studies were also
financed for instance for telecommunications and infrastructure.

After the so-calied "Bangkok Agreement” between the EBRD and the EC in 1992, a new
cooperation was established between both institutions. This enabled the implementation of
measures in the beneficiary countries, which are approved and financed by the Commission
and are technically managed by the EBRD. This collaboration is considered to be successful
and spent up to 18.5 MECU, in actions mainly related to the financial sector.

Two complementary activities started in 1992 under the multidisciplinary heading. The first
one is PHARE {Information Action, the objective of which is 1o inform the business and
political milieux of the EC Member States about the Community's relations with, and
assistance for the countries of Central and Eastern Europe The amount commilled for this
programme was 2.5 MECU.



The other activity concemns the PHARE Democracy Programme, to which 5 MECU was
allocated for the first time in-1992. The Commission followed in accordance with the budget
line B7-600 comment of the European Parliament, which states that "An appropriation of
ECU 5 million must be earmarked for the continuation of the democratisation process in
Central and Eastern Europe. It must enable financial and technical aid to be provided on a
non-party basis, through pariamentary institutions, for general civic education and
democratic principles to be stabilised and reinforced in countries with close or developing
links with the European Community”.

The multidisciplinary measures amount to 44.8 MECU, for which the breakdown is as follows:

Multidisciplinary technical assistance 18.8 MECU
EBRD 18.5 MECU
Information Action 2.5 MECU
Democracy Programme 5.0 MECU

TOTAL 44.8 MECU

2.4 - Regional Cooperation

During the course of 1992, increasing emphasis was placed on developing regional
cooperation amongst the five PHARE beneficiary countries (Bulgaria, Czechoslovakia,
Hungary, Poland and Romania) on issues of common concern and interest. Thus 116 MECU
was allocated for regional programmes.

In 1992, considerable progress was made in strengthening the demand driven approach to
programme/project formulation with much greater participation by the beneficiary countries.
In December 1991, foliowing a meeting of the 6 National Aid Coordinators in Brussels, a
Regional Coordination Group was established with a rotating annual Presidency commencing
with Bulgaria. This group was provided with technical assistance by the Commission and
became responsible for defining the core areas for assistance, for evalualing proposals
submitted by the beneficiary countries and by PHOS, and for achieving a consensus on the
sectoral allocation of the budget which was then agreed with the Commission. In this respect
detailed discussions were held in each of the countries with the National Aid Coordinators
and sectoral ministries.

Furthermore, to ensure participation in the . implementation of programmes, Sectoral
Coordinators were nominated by the Group with the role of ensuring coordination and
programme monitoring amongst the sectoral ministries and between PHOS and the Regional
Coordination Group. The sectoral Coordinators are: Bulgaria (Telecommunications),
Czechoslovakia (Transport), Hungary (Environment), Poland (Nuclear Safety/Ace) and
Romania (Energy and industrial Property)

For the 1992 Regional programme, there were effectively 3 principal areas of assistance,
Infrastructure (35 MECU), Environment/Nuclear Safety (46 MECU), and Education/Training
(24 MECU) together with a number of Miscellaneous Programmes amounting to 11 MECU.

Within the Infrastructure Sector, by far the largest component was allocated to Transport
(21- MECU) of which the major proportion (15 MECU) was directed to the alleviation of acute
bottienecks at border crossings on key transit routes between the Community and the
CEECs. This was in response to requests from the CEECs to reduce extensive delays which
were hampering trade. A crucial element in the assistance provided was the allocation of
funds for direct investment for the improvement of border crossings using local contractors.
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Other components in the Infrastructure Sector included Telecommunications (7 MECU) with
the emphasis on training and Energy (7 MECU). The latter involved a wide range of
initiatives to study the potential for improving electricity and natural gas interconnections
between the Community and the CEECs, to rationalise oil refining and transporation
facilities as well as to develop management twinning and improve the regulatory
environment in accordance with the European Energy Charter.

For the Environment/Nuclear Safety component, 26 MECU was allocated to the Regional
Environmental Programme reflecting the CEECSs' increasing concem with issues of a truly
regional nature which could only be addressed by concerted action. Whilst some elements
involved extensions to exisling 1991 programmes (Danube River Basin, Black Triangle,
CORINE/Remote Sensing), others addressed environmental issues in the Baltic Sea and the
Black Sea, for which the latter involved coordination with the TACIS Programme and with the
Global Environment Facility being organised by the UNDP, UNEP and the World Bank. A
crucial element in this programme is the Post-Dobris Environmental Action Programme for
which 10 MECU has been allocated to form part of an overall fund supported by other donors
to target specific projects for investment supponr.

The allocation of 20 MECU for Nuclear Safety was in response to the increasing pressure to
provide assistance to improve safety standards for the Soviet designed nuclear reactors and
to develop alternative waste management facililies and explore decommissioning
possibilities. -

For Education/Training, 24 MECU was allocated for ACE and TEMPUS. For ACE, substantial
improvements have been made in developing much more transparent selection and
evaluation procedures with participation by representatives from all PHARE beneficiary
countries as well as in the management of the programme with a consultancy firm appointed
to support DG lI. For TEMPUS, a major proportion of the funding was allocated to a
continuation of support for JEPs (Joint European Projects) and for the operational costs for
managing the programme.

Finally, a number of miscellaneous programmes have been supporied including the
extension of the 1991 Staltistics, Cusloms and Standards programmes to Estonia, Latvia,
Lithuania, Albania and Slovenia as well as the Statistics programme to Poland. Additionally,
a pilot programme for the Fight Against Drugs was launched in response to the growing
concem at illicit drug trafficking in the CEECs ; and a Regional Industrial Properly
Programme jointly funded by the European Patent Office designed to harmonise legislation
and upgrade facilities to protect industrial property rights.

In general terms, 1992 saw a strengthening of the coordination of regional programmes with
mugch greater participation by the beneficiary countries.



lll. - PHARE HUMANITARIAN AID

PHARE Humanitarian aid in 1992 was dominated by the situation in Aibania as well as by the
conflict in the former Yugoslavia. Preparations for a follow-up programme to complement the
1990-1991 operation for children in Romania were made.in addition to the implementation of
the food aid programme. The total PHARE budget of 121.5 MECU necessitated an increase
of the budget reserved for humanitarian aid. This increase was approved by the Council on
October 30, 1992.

10 MECU was reimbursed to FEOGA for the food aid provided to Albania. The Commission
also decided exceptionally to finance a critical industrial import programme to help the
Albanian industries to re-start production and so contribute to reduce the very high rate of
unemployment. This programme totalling 30 MECU was decided in two stages : the first one
in March for 10 MECU and the second one in June for 20 MECU. Counterpart funds deriving
from the sale of the imported spare parts and raw materials were generated in accordance
with the general protocol agreed with the Commission. A further allocation of 10 MECU was
decided in July mainly for the rehabilitation of hospitals and dispensaries throughout Albania,
the supply of basic medical equipment and for the building of houses for ex-political
prisoners. The humanitarian aid provided to Albania has to be set in the context of suppon
for the reform programme as the supplies provided were a necessary condition for starting up
the transformation process.

PHARE contributed 39 MECU to emergency aid for refugees in the Former Yugoslavia. This
operation was complemented by an additional 35 MECU mobilised from the 1990 PHARE
Yugoslavia financial sector programme which had never started. PHARE also contributed 0.5
MECU for the financing of the Peace Monitoring missions. At the end of the year, the
European Council in Edinburgh decided on a 100 MECU support programme for the Former
Yugoslav Republic of Macedonia to assist in coping with the consequences of the blockade
against Serbia. Thus, the Former Yugoslav Republic of Macedonia received an initial grant
of 10 MECU from PHARE for an import programme of medicines, raw material and basic
medial equipment which was complemented by a 15 MECU emergency grant provided by
the European Office for Humanitarian Aid (ECHO.)

Conceming ROMANIA, a medium {erm humanitarian aid programme of 12 MECU was
decided in December to complement 1990-91 actions for the rehabilitation of the orphanage
and the training of the personnel in charge of the orphanages. The 1992 programme consists
of the establishment and implementation of a global policy for the protection of children in
liaison with the Romanian Government. In addition PHARE also financed food aid to
Romania for an amount of 10 MECU.
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IV.- IMPLEMENTATION OF 1990-1992 MEASURES

Once the financing decision has been taken, the normal procedure as explained in the 1990
Annual Report is for a financing memorandum to be signed by both the Commission and the
Implementing Authority, usually the line ministry in the country concerned, specifying the
respective responsibilities for management of both parties. As a general rule the use of
decentralised implementation systems continued in 1992 with line ministries being required
to set up Programme Management Units, designate an authorising officer, open a bank
account and draw up a detailed work plan and cost estimates for the first six months.

4.1 Tenders and contracts

In accordance with Commission Reguiations Technical Assistance contracts are normally
awarded after restricted invitation to tender, i.e. on the basis of a selection of a limited
number of firms (shortlis) which are asked to submit a proposal. The criteria for the final
choice rely strongly on quality and to a lesser extent on price. For smaller TA contracts and
for non profit organisations the contract can be negotiated by direct agreement. For supply
contracts an open invitation to tender is published in the Official Journal of the EC.

All contracts can be awarded under either of two implementation systems used by PHARE :

« the direct implementation where contracts are awarded and managed from Brussels on
behalf of the recipient countries

« the decentralised implementation system where contracts are approved and managed
under a "work programme/advance payment " system by the recipient country.

Under both systems the same procedures have lo be used, and under the decentralised
implementation system the Commission monitors the respect of these procedures by the
recipient institutions.

in late 1992 the Commission started the creation of procedural manuals, giving a complete
new set of standard texts and guidelines for contracts (supply as well as services contract)
and tenders (international as well as restricted).

Since data on contracts awarded under decentralised implementation reach the Commission
only with some delay, the information given in the table below is still essentially based on
contracts awarded under the direct implementation system. They show that 672 contracts
have been awarded in 1992 of which 155 were awarded after tendering (total tendered
amount of circa 70 MECU, i.e. 60% of the overall contracted total of circa 117 MECU)

The table below attempts to give a breakdown by nationality for coniracls awarded from
Brussels. This breakdown does not include those awarded under the decentralised
implementation system. information on these contracts will be available later.



CONTRACTS SIGNED DURING 1992

1. No. of cases 672 contracts
2. Total volume of contracts 117 MECU
3. National % in terms of volume

COUNTRY x 1000 ECU in %
Belgium 16.117 13.7
Germany 10.528 9.0
Denmark 7.501 6.4
Spain 2.114 1.8
France 16.527 14.1
Greece 734 06
ireland 7.395 6.3
Italy 2.227 1.9
Luxembourg 27
Netheriands . 5.350 46
Portugal 50
United Kingdom 15.878 135
- PHARE countries 8.449 7.2
International Organisations & Others  24.430 20.9
Unclassified 53
TOTAL 117.380

4.2 Payments
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In 1992 a total amount of 434 MECU was disbursed under the budget line B7-600. This is
almost the same amount that was paid during the two previous years (454.9 MECU). The

breakdown by programme is the following :

Programmes of 1990 48.9 MECU
Programmes of 1991 169.4 MECU
Programmes of 1992 215.7 MECU

TOTAL 4340 MECU

Together with the disbursements made in 1990 and 1991, the lotal amount effectively
disbursed by the PHARE programme at the end of 1992 was 888.9 MECU, or 38.81% of the
total commitments taken with the beneficiary countries. An overall view of disbursements is

given in Table 8.

Out of disbursements made in 1992, 311.7 MECU were paid directly 10 the contractors by the
Commission in Brussels, and 122.3 MECU were advanced o the PlU's (Programme
Implementation Units) in the beneficiary countries. The total amount advanced to the PIU
since 1990 until the end of 1992 was 259.9 MECU representing 29.3% of the total 888.9

MECU disbursed.
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The advances to the PIU reflect the particular aspect of the PHARE implementation system.
They refer to the decentralised implementation procedure, under which the recipient
countries are given a share of responsibility for execution. The recipient institution in charge
(PIU) receives an advance payment based on an estimated work plan and budget allocation
for the six month period ahead. This advance enabies the PIU to conclude contracts and to
make payments provided certain Commission approvals are given.

While this implementation system is very desirable because it shifts responsibility
increasingly to the PHARE recipients, it also takes more time to set up the local units.
However, it aliows the acceleration of disbursements once the local institutional capacity has
been established, which is usually in the second year of the programme cycle.

4.3 Monitoring and Evaluation

The major part of the programme is implemented under the decentraiised management
system. There are now more than 60 PMUs in place in PHARE recipient countries. Given
this situation monitoring and evaluation have become an essential management tool.

While financial monitoring is being done through a standardised financial accounting and
reporting system (PHACSY) technical and operational monitoring is done through an
established planning and reporting system. Regular six monthly work programmes setting out
targets, activities, contacts, payments, etc. provide the basis for a regularly comparing the
plan with the achievements in the progress reports. This intemal monitoring is being
supplemented by audits and missions if necessary.

Technical monitoring will further be improved by integrating the logical framework into all
planning and reporting documents (i.e. financial proposal, plan of operations, work
programme, progress report, end of programme report). The logical framework method will
allow the monitoring of achievements based on objectively verifiable indicators. Furthermore
it will provide a sound basis for evaluation of programme objectives and assessment of
impact.

While fhe monitoring is primarily geared towards an improvement of programme operations,
evaluation is meant to provide information which allows improving the programme through
better selection and design.

At the end of 1992 a first evaluation was prepared for the environmental sector in Poland and
Hungary. More sector and programme evaluations will follow. Evaluations will be either
undertaken during programme implementation or at the end of a programme. The
evaluations will be undertaken by outside experts based on clear terms of reference and
evaluation criteria in order to limit the bias.

4.4 Counterpart funds

In 1991 agreements on the use and generation of counterparts funds were drawn up with
Albania, Bulgaria and Romania. In 1992 agreements were drawn up with the governments of
Estonia, Latvia and Lithuania.
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The legal basis for the utifisation and the management of the PHARE Counterpart Funds
(CPF) is the Memorandum of Understanding which was signed between the Romanian
Government and the Commission of the European Communities in September 1991 and the
Govemment Decision 470/1992. This decision transfers the financial administration of the
Counterpart Funds in Romania from the Romanian Development Agency to the Ministry of
Finance and the Department for European integration of the Council for Co-ordination,
Strategy and Economic Reform. On Oclober 29 1992 a Protocol was signed between the
Ministry of Finance and the R.D.A. to this effect. A programme for the use of Counterpart
Funds was approved by the Romanian Govemment and was presented for agreement by the
Commission of the European Communities in February 1992 The breakdown of the use of
Counterpant Funds was agreed through an exchange of letters between the Commission and
the Government of Romania. Counterparnt Funds were generated by the sale of food-aid and
commodity supplies provided in the context of the PHARE Programmes for transport,
agriculture and humanitarian aid (medecines). Following agreement, part of the funds have,
however, been used inter alia for humanitarian aid programmes, directed specifically to
orphanages and children in care.

In Albania Counterpart Funds were generated by the sale of food-aid, industrial supplies and
agricultural equipment. As a result of the large budget deficit and in accordance with the
recommendations of the IMF, the Commission decided -in concertation with the major
donors- to use the Counterpart Funds for budgetary support.

Poland's Counterpart Funds have mainly come from the sale of animal feed and
agrichemicals. The funds were generated within the context of 1990 PHARE National
Programme. and their use was sel on an annual basis according to the Indicative
Programme. The task of management of the counterpart funds has been assigned to the Co-
operation Fund, an institution separated from the government. Part of the funds have been
used for the pre-financing of PHARE programmes and the promotion of the opening of the
new branch of the College of Europe in Natolin. Funds have also been allocated to training
programmes and in support of economic/legal research in the context of the Europe
Agreement.

Bulgarian Counterpant Funds were generated by the sale of agriculture, medical and energy
supplies delivered as from the end of 1990. The funds are managed on behalf of the
Government by a state Fund for Reconstruction and Development. Awaiting the agreement
on an Indicative programme some of the funds have been used for health care programmes.

Estonia, Latvia and Lithuania agreed on Counterpart Funds in December 1991. Prior {0 the
first deliveries, memoranda of understanding, setting out general principles for receipt and
distribution of EC supply programme assistance, and aides memoires, setting out details
specific to the cereals supply programmes, were negotialed and signed with each republic.
All funds generated from the first tranche of sales have been allocated to income supplement
schemes targeted at the most needy socially deprived groups. An exception was made in
Latvia where the funds were allocated to agricultural reform and development measures.
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V - SPECIFIC ISSUES

5.1 Assessment of the reform efforts in PHARE countries in 1992

In the transition to a market economy, whereas liberalisation and stabilisation can be
accomplished quite quickly, structural reform takes much longer to achieve. This draws a
clear line between those PHARE countries that have already dealt with liberalisation and its
repercussions before 1992, and those that were still struggling with the price and exchange
rate shocks and were launching structural reform in an unstable macroeconomic
environment. The group of early starters included Poland, Hungary, GSFR, Bulgaria, and
Slovenia.

5.1.1 Economic performance in 1992

In 1991, the collapse of the CMEA generated large iosses of external markets for PHARE
countries, which aggravated the recession throughout the region. 1992 was slill a depressed
year, except for Poland, which achieved slight GDP growth. However, there was a sharp
contrast between the two groups of PHARE countries. In the advanced countries, GDP
growth, though still negative, indicated a bottoming out of the recession: growth rates lay
between 1% for Poland and -8% for Bulgaria, against a range of -8% and -17% in 1991.
Except in Albania, the less advanced countries experienced a sharpening of the recession in
1992 with GDP declines of between -6% (Albania) and -35% (Lithuania) against a range of -
3.5% and -27% in 1991. The macroeconomic dynamics and imbalances underlying this
growth performance reflect the different stages in reform reached by the various countries.

For the early starters, the relatively better performance in 1992 over 1991 was mainly driven
by the successful reorientation of exports towards western markets which had started in
1991, and the correlated export growth. All countries ended the year with a trade surplus.
investment, however, still has shown no sign of recovery. One of the positive features of the
advanced countries is the slowdown in inflation after the completion of price liberalisation.
Except Slovenia, all countries in the group had two-digit inflation in 1992. However, the
combined effects of the prolonged recession and the impact of the restructuring reform are
generating new macroeconomic imbalances, which risk becoming medium-term features for
these economies and which present major challenges for governments. Unemployment was
increasing very rapidly, exceeding 10% of the work force at the end of 1992. This increased
the burden of social protection in public expenditures. Simullaneously the tax base was
shrinking. In some countries, such as Hungary, Bulgaria and Poland, this has already
resulted in an open fiscal crisis with public deficits repeatedly exceeding 5% of GDP.

In the less advanced countries, the macroeconomic environment did not stabilise or began to
do so only late in the year. Inflation was still a three or four digit figure in 1992, and during
the year anti-inflationary policies relying on instruments such as excess wage tax were
implemented. The current account was in deficit, or if there was a constraint on the
availability of foreign exchange, the external balance was achieved through drastic import
restrictions. The current account imbalances were particularly acute for Estonia, Latvia and
Lithuania which only became independent in late 1991 and suffered acutely from the
disintegration of the Soviet Union and subsequent collapse of the Soviel internal market. In
these countries, unemployment and public deficits have not yet become an issue, except in
Albania and in Romania which experienced serious fiscal imbalances in 1992,

The progress in structural reform in 1992 was highly dependent on the initial macroeconomic
conditions described above. There are, however, \wo areas where the implementation of
reform encountered difficulties throughout the region: launching large scale privatisation and
the financial sector reform.
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§.1.2 Stabilisation, liberalisation and legislative framework

The wide liberalisation and deregulation of the PHARE economies encompassed
liberalisation of prices, a new legal and regulatory framework, an opening up of the
economies 10 intemational markets and a switch to convertible currencies.

For all PHARE countries, the liberalisation of prices, the removal of administrative allocation
mechanisms and subsidies were largely completed within two to three years. The early
starters had already achieved this by the end of 1991, and in 1992 most of the less
advanced countries caught up, although Romania kept price controls on a number of goods.
Most of the remaining price controls and consumer subsidies in PHARE countries are on
household energy, utilities or transport services, and can be considered as compatible with
market economy standards.

Simultaneously, PHARE countries undertook the major task of adjusting their legislation 1o
the standards and requirements of a market economy. New company, accountancy and
auditing laws, together with competition iegislation, were in place at a very early stage of the
reform process. Estonia, Latvia and Lithuania adjusted their legislation during 1992, and
Albania is lagging behind. The legislative and regulatory framework being put in place is
broadly adequate. The main deficiencies and challenges for the future lie in the enforcement
of the laws and the capacity of administration in charge of implementation and supervision.
The dispute resolution mechanisms are also often very weak. This may be a source of
confusion in practice, which becomes a serious deterrent o investment.

One of the priorities in setting up the legal framework was to lay down a clear basis for the
acquisition and protection of property rights. Although this was achieved relatively quickly, in
some cases rights are still unclear or restricted. The restitution issue is a source of confusion
in some countries, even two years after the enactment of the law. Everywhere restrictions on
the purchase of property by foreigners were introduced and are, in some cases, disincentives
to business. in several countries the legislation on land ownership needs 1o be amended or
modernised. In addition, in all PHARE countries the systems for the recognition of propeny
rights are underdeveloped, which resirains the development of real estate, housmg or
mortgage markets.

On the external front, the opening up and liberalisation were also far-reaching, with a rapid
dismantling of tariffs, quotas and licences. Restrictions were still in place in 1992 in
Lithuania and Albania. In countries, which are more advanced, governments are having
some second thoughts on the merits of rapid and comprehensive trade liberalisation. In
1992, revisions in tariffs or the introduction of an import surcharge were implemented in the
Central European countries. But trade policy is, anyhow, bound by various trade agreements
that PHARE countries are concluding.

Trade liberalisation was supported by a rapid swilch to current account convertibility of
PHARE countries' currencies, which gave domestic operalors free access to foreign
exchange and allowed exchange rales to be adjusted to sustainable levels. Only minor
restrictions were still in force, such as ceilings on trave! allowances in the Central European
countries. The advanced countries implemented these changes before 1992 together with
trade reform. In Estonia, Latvia and Lithuania, the currency reform began in 1992, In
Romania, because of a sustained gap between the official and parallel exchange rates, there
is insufficient foreign exchange to meet import demand and some sort of rationing is applied.
The exchange rate regimes remain extremely diversified across the region.

Finally, most countries have opened their economies (o foreign investment through very
liberal legislation, allowing full foreign ownership, transfer of profits and repatriation of
capital. Buigaria established the legal basis for foreign investment only in 1992, and Albania
has still a very poor and restrictive legislation.
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5.1.3 Privatisation and restructuring

PHARE countries have generally given priority to privatisation to enhance the development
of a competitive productive sector. Restructuring has been less actively pursued, although
there is a growing awareness of the urgent need for restructuring plans. This is partly related
to the fact that privatisation has often resulted in a kind of appropriation of firms by the
workers and the management without generating any improvement in efficiency. Moreover,
it is now clear that privatisation will be a slow process and that a large state-owned sector will
dominate the economy for some years. More urgently, the accumulation of inter-enterprise
arrears and bad loans is now raising acute probiems for the sustainability of ongoing reform
programmes.

Privatisation has not progressed uniformly throughout the region. Although by the end of
1992 the legal basis was in place in all countries, there were some impediments to
implementation, such as the issue of restitution or compensation, which has slowed down
the small-scale privatisation in Poland and the privatisation of agriculturatl units in Hungary,
. Romania and Latvia. In most-countries, small-scaie privatisalion, together with privatisation
of housing and agriculture, is under way. Large-scale privatisation had hardiy begun, except
in Hungary, Lithuania, Estonia and more recently in 1992, in the CSFR, and, to a very limited
extent, Romania. Of the other countries, Poland, Bulgaria and Slovenia, finalised legislation
only late in 1992 or early 1993. In Albania the privatisation agency was set up recently, but
legislation is slill lacking. Apart from drawing up alist of eligible companies for privatisation,
Latvia did not initiate anything in this field in 1992. In most countries, however, the first
major step in large-scale privatisation was the transformation of state-owned enterprises into
companies. In some countries, this process entailed some restructuring through dismantling
of large companies into smaller units, as in Bulgaria, butl it generally did not improve
enterprise behaviour. Nowhere is privatisation a smooth process, all countries encountering
obstacles, from the inadequacy of legisiation in Albania, to the lack of political consensus in
Bulgaria, or the levelling-off of demand tor state-owned firms in Hungary.

Once slate subsidies have been withdrawn, access o preferential sources of credits has
been stopped, and a credible bankruplcy law is being enforced, restructuring of the non-
privatised part of the economy is expected to occur through market forces. However, in
most PHARE countries these three conditions have not yelt been met, although the
dismantling of direct production subsidies is fairly complete in all countries by now.

Bankruptcy legislation was still very weak, except in Slovenia and Hungary, which
experienced massive bankruptcy waves in 1992. In Poland a comprehensive Enterprise and
Financial Sector Law was being finalised in 1992 which would establish the necessary
regulatory framework for bankruptcy procedures as well as for solving enterprise bank debts.
However, no proper bankruptcy legislation existed yet in Bulgaria or Romania. It is not
enforced in the CSFR, lacks the institutional framewark for implementation in Estonia, Latvia
and Lithuania, and had begun to be applied only recently in Albania

Financial disciptine has been lax everywhere, and inter-enterprise arrears and bad loans in
the banks' portfolios are becoming an acute problem, amounting in ali countries to several
percentage points of GDP. The chain reaction of liquidity problems makes the screening of
profitable and non-profitable companies difficull. At the same time, banks are prevented from
making resources available for new investments. Some countries began to address the issue
of bad debts in 1992, Most countries opted for a strategy of substituling bad loans with State
bonds, as in Hungary, Stovenia, Estonia, Bulgaria, and soon in Albania and Romania. In the
CSFR, a consolidation bank to which bad loans were transferred was set up. (n Poland, part
of the stabilisation fund was converied for recapitalization purposes at the end of 1992.
Lithuania did not initiate any action, and Latvia intends to address the issue of inter-
enterprise arrears through the confiscation of inventories.
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The difficulty of enforcing any financial discipline without generating massive closures of
companies has prompted some govermments to adopt a cautious restructuring policy. This
often leads to a kind of wide screening of state-owned companies 10 select companies which
need temporary support or companies which can be reorganised or those which will be
liquidated. Such a screening has been initiated in Hungary, leading to some temporary
sectoral support programmes and to the selection of companies to remain permanently siate-
owned. Similar actions will start in Poland, with the forthcoming Pact on State Enterprises,
and for 100 companies in Romania.

in spite of the slow progress in restructuring and privatisation, the private sector is expanding
fast in all PHARE countries, as a result of the sustained creation of small and medium-sized
enterprises. This indicates the ability of these economies to generate a supply response and
suggests that the prospects for investment may improve.

5.1.4 Financial sector reform

The financial sector has a key role to play, in the transition, as it is expected to be an '
important channel for allocation of resources according to market rules and the main support
for an uptum in investment.

All PHARE countries have overcome the first step of the reform, i.e. selting up a two-tier
banking system where the financial intermediation functions are separated from the central
bank functions of monetary control. 1t seems to have been easier to adapt monetary policy
than to develop an efficient banking sector. All countries except Albania have deregulated
interest rates and all except Esionia, Latvia and Lithuania have removed administrative
allocations of credits. Some countries have kept, however, credit ceilings or preferential
credits for some specific purposes.

However, the efficiency of the banking sector is very low. Although small banks have
mushroomed, the banking sector is still dominated by the large state owned banks which are
highly specialised and not familiar with commercial practices. Excep! in CSFR where the
voucher scheme implemented in 1992 covered banks, bank privatisation did not start except
for small banks in Romania, Poland, Slovenia and Hungary. Overall the sector is still highly
non-competitive. Starting from very low capital/asset ratios, all banks are now suffering from
the high share of bad loans in their portfolios. The recapitalization of the banks will remain
the priority of the reform programmes for at least the next two years. Thus, it is unlikely that
the banks will be able to participate more actively in the restructuring and privatisation
process and 1o enhance the development of financial markets in the near future.

§.1.5 Fiscal reform and social sector issues

For the government sector, the transition to a market economy implies major shifts away
from the legacy of central planning: an overall reduction of the size of the government, an
extension of the tax base to other.sources than companies, a streamlining of social benefits
to target them to the vulnerable groups and a regrouping of social activities, which were in
the previous system split between companies and other public institutions. Most of the
countries are al the very beginning of this reorganisation process.
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All PHARE countries have made significant progress in the modernisation of their tax
systems, except Bulgaria, Albania and Romania which is expected to start in 1993, Apart
from Hungary, which introduced personal income tax, VAT and corporate tax at a very early
stage of the reform and Estonia, Latvia, Lithuania and Slovenia which initiated the reform
already in 1990 and 1991, most of the changes in the tax area occumred in 1992. But
independently of the progress in tax reform, all countries experienced recently a collapse of
their tax base and the accumulation of large tax arrears as a result of the sharp recession in
the region. In addition, tax administrations are so weak that they do not succeed in enforcing
new laws and tax evasion is particularly acute in the new expanding private sector. Under
these conditions, a fiscal crisis as experienced in Hungary, Bulgaria and Poland seems
unavoidable at one stage or another of the transition.

On the expenditure side, even less progress was made. All countries have now a social
safety net in place, including a system of unemployment benefits, although this is very recent
in Albania. However, this social safety net is still strongly biased towards a system of
benefits awarded across the board without redistribution or targetting considerations. PHARE
countries have so far made very little progress, if at all, with the streamlining of the generous
social security systems, although countries facing a fiscal crisis such as Hungary, Poland,
Bulgaria, Romania or Albania cannot avoid painful measures any longer. These are
prerequisites for the social sector reform, which will probably necessilate an increase in
public expenditures if the education and health seclors are to be upgraded. Other areas of
traditional state interventions will also very soon absorb more public resources. The next
priorities will be an active labour market policy and the rehabilitation of infrastructures so
much needed for the improvement of the business environment.

5.2 - IMPACT OF PHARE - ACHIEVEMENTS AND PRdBLEMS

The PHARE programme was initiated with Poland and Hungary. It has since grown to cover
eleven states of Central and Eastern Europe. Between 1990-92 some 2.3 billion ECU have
been commiitted to Community actions in support of the economic, social and political
transformation of these countries. Of this amount some 1.6 billion ECU (approximately 70%
of the total) have been allocated to national programmes; the remainder has financed a
variety of regional programmes as well as humanitarian and emergency aid. The national
programmes thus constitute the main focus of PHARE involvement in the transformation
process and of related Communily grant assistance

Since its inception PHARE had two broad aims: (a) to ensure that in each country Community
assistance helps to promote the key restructuring priorities; and (b) to respond fiexibly to the
variety of needs at many levels (both in and outside the Government/state sector) which
systemic transformation generates. The latter include the requirements deriving from the goal
of progressive integration of CEECs in the European economy including specific assistance
for legal approximation and the harmonisation of standards for those countries having
Association Agreements with the Community. The grant nature of PHARE assistance and its
ability to draw on the wealth of Communily expertise and resources have made il a
particularly desirable form of assistance for these purposes. This has resulled in a pattern of
assistance characterised by enormous diversily within a broadly sector-oriented framework.

Progress may be gauged from the sectoral analysis of national programmes. i is not possible
to provide other than a selective indication of the kind of aclivities supporied and results
achieved. Within and across programmes assistance covers the spectrum from TA for palicy
definition, strategy development and establishment of the legal and institutional structures to
help in actual policy implementation (e.g. for active privatisation transactions, agncultural and
business advisory services, financing schemes).
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Up to 1992 over 400 MECU or nearly a quarter of total national allocations have been for
enterprise development covering privatisation, enterprise restructuring, support for smail and
medium enterprises (SMEs), investment promotion and other related aclivities (e.g. export
development). In Romania PHARE has been the major aclor in the privatisation process,
helping to prepare and implement the country's voucher privatisation scheme including
setting up the Private and State Ownership Funds and preparing share sales guidelines and
asset valuation seminars for companies; PHARE assistance has been instrumental in the
aclive privatisation of some companies and the preparation for privatisation of others. In
Poland, PHARE assistance helped to set up the Ministry of Privatisation and to develop the
legal framework for its operations; it has contributed t0 a number of major privatisations,
some involving foreign investment, as well to promoting the privatisation of thousands of
small firms. :

Similarly, in Hungary the PHARE programme has helped with the establishment of the State
Privatisation Agency as well as the State Holding Company (charged with managing
enterprises in which the state intends to retain an interest) and related training alongside
assistance ‘for active privatisation transactions. In Bulgaria the programme has involived
assistance with setting up the Privatisation Agency and legal framework, leading to the
adoption of the law on privatisation as well as the screening of all major enterpnses and
completion of major sectoral restructuring studies.

Alongside assistance for privatisation/restructuring several programmes have initiated
schemes for channelling financial assistance to the newly emergiag private economic agents,
notably SMEs and small-medium sized farmers. Such schemes, ranging from the provision of
advisory/support\services to concessional loans and credit guarantees have been established
in Romania, Hungary, Poland, Bulgaria, the Czech and Slovak Republics and Albania. In
Poland business support centres have been set up in several' regions with almost 1900
entrepreneurs receiving training. In Hungary Local .Enterprise Agencies have been
established in twelve of the nineteen counties providing advice and support to SMEs; the
LEAs work alongside appointed bank branches offering specialised credit facilities and
services and through which PHARE financial assistance is channelled

In the area of agriculture PHARE assistance has helped with implementation of the land
reform/restitution programmes in Romania and Bulgaria (essential to promote a market in
land as a necessary but not sufficient condition for raising agricultural produclivity) as well as
in the formulation of an agricultural policy for these countries. In both Hungary and Romania
PHARE is supporting the development of advisory services for the new private farmers
alongside the provision of credit (para 6 above), as well as helping with restructuring of the
agro-industrial sectors. Poland, Romania, Bulgaria and Albania have been recipients of
significant amounts of assistance for agricultural inputs and supplies.

PHARE support to the social sectors is helping with policy dcfinition and institutional reforms
in the areas of: health care (Romania, Poland, Bulgaria, Lithuania); education and vocational
training (Hungary, Czech and Slovak Republics, Poland); labour market and employment
development (Romania, Poland, Hungary, Bulgaria, Czech and Slovak Republics); social
policy and social security/social safety net (Poland, Hungary Romania, Latvia), community
development and self-help initiatives (Hungary).
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Most PHARE programmes are still in process of implementation. For a number of reasons the
lead time involved in programming and implementation has in many cases been longer than
expecled. Since PHARE's inception decisions on how the PHARE national allocation should
be used has relied on a demand-led approach in which Governments largely determine
priorities in the framework of a continuing policy dialogue with the Commission. In each
country the National Coordinator (usually the senior official or Minister in the Department
responsible for coordinating external grant assistance) plays a leading role in coordinating
internal demands from line ministries and other institutions for PHARE assistance. This
approach has ensured intemal consensus on allocations to high priority areas. However, in
certain CEEC's the allocations have not always reflected an optimal use of resources. This is
particularly due to: (a) a lack at central policy-making levels of well-defined medium term
strategies and related decision-making authority on relative sectoral priorities; (b) limited
capacities for, or resources devoted to, economic analysis and public expenditure/investment
planning; (c) changes of govemment which have caused priorities to change and/or
difficulties in clanfying strategy objectives, sometimes necessitating realiocation of
commitments; and (d). separate arrangements for coordinating grant and loan assistance. In
addition, systematic transformation can mean that while there is agreement on broad
objectives, detailed implementation policies or the precise application of them may still be
being worked out, perhaps in the teeth of political opposition.

These issues should be addressed in genera! through the.putting into practice of the principles
contained in the new PHARE Guidelines 1993-1997 (see paragraph VIl) and more specifically
through future PHARE financed aclivities. This in turn is expected to lead to a further
strengthening of the demand led approach.

At the level of programme implementalion it has taken time to establish the structures,
relationships and familiarity with Community procedures required for efficient programme
managemen! and implementation. Institutional weaknesses and problems in attracting
qualified local staff for project management units have affected some programmes. To an
extent these problems reflect the ‘growing pains' of institutions adapting to a new framework
of economic cooperation. At the same time the Commission's own procedures may have
been time-consuming. The problem is how to ensure the most rapid access to Community
expertise and resources consistent with preserving aid quality and accountabilily, recognising
that the procedures have themselves helped the transfer of know-how in important areas. A
review of PHARE procedures is currently under way with the aim of reducing lead times in the
cycle from programme approval through implementation.
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VI - COMMISSION ORGANISATION

During 1992 the workload of PHARE almost doubled its tasks, including the execution of the
1990 and 1991 budgetary commitments in the order of MECU 127,5, together with the
programming and implementiation of the 1992 programme amounting to MECU 1015. A
"mini-budget” allocation was used for a variety of staffing, equipment and operational
requirements related with PHARE assistance and aid co-ordination in accordance with the
Commission regulation goveming its use.

Staffing of PHARE staff increased during 1992 as follows :

END 1991 END 1992
Officials 36 48
(all grades including
secretarial staff)
Non-statutory staff 72 85

(all grades including
secretarial staff)

Staff is organised into four units essentially on sectoral or functional lines :

1. Agriculture, environment, infrastructure, nuclear safety.

2. Enterprise restructuring and privatisation, SMEs, investment promotion, bankmg and
financial sector development

3. Employment, social policies and heaith, public administration and infrastructure,

humanitarian aid and NGOs country co-ordination and programming.
4. Administration and finance ; secretariat of the PHARE Management Committee.
5. Legal and public affairs

in the latler part of 1992, following the reorganisation of some of the DGI's services, the
PHARE operational service became Directorate L of DGI and was granted a number of
permanent and temporary statutory staff post in response 1o the abolition of the mini-budget
and the accompanying reduction of non-statutory staff. However, as indicated in the two
previous year's reports, the constraint on staffing levetl has been a major preoccupation. Thus
the total number of staff during 1992, excluding the staff responsible for the implementation
of the Europe agreements only increased by 5% whereas the workload in financial terms
increased by 80%.
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Vil - PHARE Guidelines 1993-97

During 1992 new guidelines for PHARE covering the period 1993-97 were agreed by the
Commission with member states. Related ‘Conclusions' were adopted by the Foreign Affairs
Council in November 1992. The two documents, which are complementary, are referred to
together below as ‘the Guidelines' and will constitute the framework for further support under
the PHARE programme for Central and Eastem Europe countries (CEEC's)

The Guidelines reaffirm PHARE's generali mandate to promote the political, economic and
" social transformation of the countries. They contain a number of elements or principles
designed to govem PHARE's operations over the next phase. Among the chief of these are:

a. a continuing flexible response to the differing needs of
countries refliecling their different levels of deveiopment,
stage of transformation reached and progress with reforms;

b. the assessment of progress with reform efforls as a factor in
determining both the annual national allocation to a country as
well as commitments to padicular sectors within the national
allocation;

C. the incorporation of explicit policy objectives and related
performance measures in sectoral programmes while ensuring
that PHARE actions properly support priority restructuring needs;

d. greater concentration of effort in a limiled number of areas at a
time coupled with a forward-looking multiannual approach to the
programming of PHARE assistance;

e. increasing support for investment alongside a continuing
emphasis on TA and training for policy definition and institutional
development;

f strengthened donor coordination including seeking out
opportunities for co-financing where appropriate and practicable;

g. streamlining implementation procedures with a view 10 increasing
decentralising of programme management (o implementing
agencies consistenl  with maintaining aid qualty and

accountability .

The thrust of the Guidelines is thus towards a more ‘performance oriented’ approach in the
determination of assistance levels and the design of sectoral programmes, combined with
greater flexibility in the range of aid instruments and greater involvement of beneficiary
institutions in the management of programmes.

The point of aspeclt (d) is that by planning activities ahead over a two-three year period this
can help to avoid excessive 'dispersal’ ol PHARE etforl in any one year. Such planning would
be of a provisional/conditional nature (dependent inter alia on the review of priorities at the
time and on’ performance with existing prograimmes) and without commitment, but would
introduce an impontant element of predictability in PHARE operations; alongside (c) it would
help to enhance impacts at sectoral level.
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The Guidelines will have implications for PHARE's methods of operation. The Indicative
Programme will become an increasingly important instrument of policy dialogue with recipient
governments. In addition to adopting a multi-year programming perspective it will review
reform efforts and make explicit the tinkages between PHARE levels of support and progress
with reforms. In some countries the machinery for determining priorities for the use of PHARE
resources will need to be reviewed. A stronger emphasis on performance criteria in PHARE
sectoral programmes will necessitate more explicit conditionality in cerain programmes,
requiring appropriate coordination with other donors.

[t is recognised that the pace al which Guidelines principles can be applied will vary among
countries and will need to be progressive. For the larger recipients faster progress should be
expected. Even where ‘full' implementation is the goal the scope will partly depend on
circumstances outside PHARE's control. The crisis nature of the reform process in some
CEECs and complex political and institutional circumstances (including the significant powers
of some legislatures vis-a-vis their Governments) can make forward planning an uncerain
venture. The required ‘medium term' perspective and well defined conception of priorities
may be lacking or extend o barely more than a year or two in effeclive budgetary and public
expenditure planning terms, possibly limiting the scope for effective multi-annual
programming or increasing the risks associated with it. In general, the multiannual
programming approach will need careful handling to take account of the limitations and/or
nisks in Governments' own planning horizons and, most imporiantly, 1o avoid locking PHARE
into inappropriate programmes over several years
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BULGARIA

Enterprise restructuring and promotion of the private sector
Integral regional conversion projects and trade unions
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CZECHOSLOVAKIA

Privatisation, Restructuring and Private Sector Development
Civic Society Development

Energy

Telecommunications

Education

TEMPUS

General Technical Assistance Facility (GTAF)

General Reserve

ESTONIA

Privatisation, enterprise restructuring,

private sector and SME development

Banking and financial sector reform

TEMPUS

Reserve for other technical cooperation actions
(including aid coordination - 0.5 MECU)

HUNGARY

Bestructuring of the Economy

Strengthening the private sector, support for SMEs
Rural credit and land registration

Upgrading of statistical system
Research and Development

Social policy, labour market and social dialogue
TEMPUS

Environment, Energy and Infrastructuyre

Environment protection {fund

Reserve
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16
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LATVIA

Privatisation, enterprise restructuring, private sector
or SME development

Banking and financial sector reform

TEMPUS

Other technical cooperation actions of which :
complement to 1991 PHARE Sectors

social sector

other

ur 1

Financial and Banking sector

Privatisation and private sector development

Labour Market Development
TEMPUS

Technical Cooperation in other priority sectors and aid coordination

POLAND
E ic R .

Structural development in selected regions - STRUDER
Export promotion - EXPROM

Development of tourism industry - TOURIN

Agriculture - privatisation and cooperatives - APRICOT
Land information system - LIS

Support to economic strategy and the creation

of the Ministry of Economy - SUPEC

H r n

Modernisation of vocational education - MOVE

Teaching and education in strategically significant areas - TESSA
TEMPUS

Local administration management building and

development - LAMBDA

‘Support for the science and technology sector reform - SCI-TECH

vir
neral nical i Facility -

Reserve

MECU

4.5
3.0

1.5

3.5
9.5

1.5
3.5
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10
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10

18
10

14
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ROMANIA

industrial Restructuring and Privatisation

Small and Medium Size Enterprises

Social Sector

Agricultural Sector

Environment

Financial Sector

Human Resources (TEMPUS & Economic research)
GTAP

VENI

Enterprise privatisation & restructuration, small business
development, and training in Management & Marketing

Science and technology, Research and Development
Financial and Banking Sector Reform
Public Infrastructure restructuring

TEMPUS

MECU

30
10
15
32

14
19

2.5

1.6

1.6

23

10



ECONOMI R

Privatisation/Restructuring/Private sector development
Privatisation/Restructuring/Private sector development
Privatisation/Restructuring/Private sector development
Privatisation/Restructuring/Private sector development
Privatisation/Restructuring/Private sector development
Privatisation/Restructuring/Private sector development
Privatisation/Restructuring/Private sector development
Privatisation/Restructuring/Private sector development
Privatisation/Restructuring/Private sector development
SME

SME

Banking/Finance

Banking/Finance

Banking/Finance

Banking/Finance

Banking/Finance

Banking/Finance

Banking/Finance

Export promotion

Trade promotion

Support to Economic strategy &

creation of the Ministry of Economy SUPEC
Structural development in selected regions

Local and regional development

Integral regional conversion projects and trade ugions
Tourism ’
Tourism

Tourism

Standards

ICUL

Import/sector programmes

Privatisation & development of agriculture
Privatisation of agriculture & agro-industries
Agriculture - Privatisation & cooperatives
Agriculture and tood production

Land Information system

Rural credit and land registration
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COUNTRY AMOUNT

(M.ECU}
INFRASTRUCTURE
Energy B 8.0
Energy CS 4.0
Telecommunications B 3.0
Telecommunications CS 6.0
Transport A 4.4
Transport _ B 1.0
Transport CS 2.0
Energy, Telecommunications, Transport R 6.5
Public Infrastructure Restructuring SL 1.0
Nuclear safety B 3.5
ENVIRONMENT
Environment 8 7.5
Environment R 5.0
Environment P 18.0
Environment protection fund H 10.0
HUMAN RESQURCES
TEMPUS ALL 84.5
Education CsS 10.0
Education P 9.0
Social Sector CS 2.0
Social Sector Lv 1.3
Social Sector R 15.0
Social sector ‘ H 26.0
Social sector L 2.0
Science & Technology/Research & Development H 5.0
Science & Technology/Research & Development P 7.0
Science & Technology/Research & Development St 1.6
Science & Technology/Research & Development R 1.0
Health B 25.5
Health CS 4.0
Statistics - H 10.0
Statistics CS 2.0
Public administration/Local government H 5.0
Public administration/Local government P 5.5
Public administration/Local government CS 2.0
Public administration/Local government R 1.5
Civic Society Development CS 2.0
AR H ISTAN \Y
A 1.6
2] 1.0
CS 8.0
ES 3.0
H 2.0
Lv 4.7
Ll 3.5
P 34.0

R . 5.5
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DICCTORATL-GENERAL FOR BXTERNAL RELATIONS
OPERATIONAL SERVICE PHARD

TABLE 3
PLANNING OCOMMITMENTS OF PHARE PROGRAMMES ON 1992 BUDGET

! MANAGEMENT COMMITTEE OR DECISION P 135 17 18 19 20 21 TOTAL |
{ -1992] 1703 08/07| 28/07 16/10 02/12
- TR : BRI Ll e B O K s VR B S KA B ST RS B PR
LBANG R AR, 00| 150 4.4 350 Qg

AL9201 Import gusrantee (caoccliod, ceplecad by A9203) j40] 0.00
AL9202 Dev. sgriculturc & traasport inlrestructuce 15.0 13.00
AL9205 Gencersl Tochnical Assistance Facility 4.4 4.40
AL9206 Trunspont 4.4 4.40
AL9207 Tecmpus 1.2 ﬁ
AL921Q Dalance of paymeats grant . 35.0 W
R BULGCARIA-. - 3oS 0.0 8.0 3S 255 0.0 20.0 0.00 8§7.50
G910t Environnicat 2 1.5 7.50
13G9107 Cncery. $.0 8.00
NG9201 Restructuring of health system 15.0 15.00
1169202 Nuclear ssfaty 3.5 ~__3.50
HG9203 Tetecom (] 3.00
|11G9204 SME & regional recanversion 22.5 . 22.50
HG9203 Tempus - 3.0 8.00
HGI2XX Trunsport (transfered to multidisciplinacy) 0.00
HG9206 Agnculurc 10.0 10.00
1169207 Pacrpy, complemeniary for winter 92(nuclear&thcrm 10.0 10.00
11¢:9301 Restructuring of healdi systcar ->"'9) 0.00

ITUNCARY 14.5 0.0 16.0 0.0 358.0 1.0 S0 20.00 101 .50
HU9112 Scicneec & technologv 5.0 35.00
1119201 Siatistica! infonuation system 9.5 9.50
HU9202 Agnculivre (ruml credit & {and cepistration) ) 5.0 5.00
1119203 Cnvironanicat protection Tund 10.0 10.00
HU9204 Employment & socisl dialog 20.0 20.00
11U9205 Tenpus 16.0 ~16.00
HU9210 l.ocal & rcpional development 10.00 10.00 |
11U9206 SME: restruct. & privatisstion 11.0 k 11.00
11119209 Socisl Policy Development 6.00 6.00
11U9208 Tech. Assist. for the implement. of Buc.Agceement 14,00 4.00
111J9207 Public sdministration reform & (raining 50 5.00

POLAND = . 9.0 0.0 25.0 0.0 15,5 36.0 8951 34.00 200.00
1'1.9201 Tounsm 4.5 4.50
1'1.9202 Edpoa promotion 10.0 ’ 10.00
1’19203 Tenipus 25.0 1.0 26.00
L92IXX Supp. to ccon. sirategy & Min. of Econ. -> PL9208 P 0.00
1'1.9205 Agznculiural and Rursl Development 18.0 18.00
'1.9206 f.and infornution svsiem T.A. 5.0 5.00
1'1.9209 Scicnde & technalogy sector reform 1.0 7.00
1'1.9208 Publde scctoc manag. coord. & decentr.-OMEGA 1 ! 8.3 8.50
1'L9210 Education Reform. 9.0 9.00
1'1.9204 Eavironnient 18.0 18.00
'L9207 Structural devel. io selectod localitics - STRUDER 60.0 . 60.00
1'".92xx_Support 10 implem. of Fur. Agrcem.-SIERRA PLI21L . 0.00
'1.9211 Techaical Assistance for the implement. of Fur.Apceanent - - 34.00 34.00

RONANIA - o 2 4.0 30.0 46.0 0.0 18.0 15.0 9.0 20.00 130.00
ROINOS_Technical Assistance [Fund GTAF 4.0 4.00
ROF201 Privatization & restructuning 30.0 30.00
1109203 Privatization agro-industcy 12.0 - -70.00 32.00
RO9204 Financial sector 50 5.00
RO9205 GTAS 16.0 16.00
RO9206_Eavicanment 3.0 5.00
RO9207 SMLE 10.0 10.00
1RO9208 Tempus 13.0 13.00
RO9209 Employmcnt & Social Development 15.0 15.00

CZECHOSLOVAKIA 0.0 Q.0 4.0 1.0 41.0 [ K] 12.0 $.00 100.00
€59201 GTAF 30.0 30.00
59202 |3||'<.|1;)- 0] 4.00
€39201 Privetisstign 30! 31.4d
(59703 Dlucatian o _ i 10.00
39209 Tempus_ o 13.0 _ 20 13.0v)
CS9206 Telewam i X 0.0
V20T Covng s _ ! R

(1) = avthianized (andannancé} | Q)= approvad (vivd)

2 (A)= aot spproved N rcnsramimmny net vet fonneliv confinmed
ik (AL h }
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OPERATIONAL SERVICE PHARE

\‘.ABLE kd pa. L

PLANNING COMMITMENTS OF PHARE PROGRAMMES ON 1992 BUDGET

MANAGEMENT COMMITTEE OR DECISION Pre- 15 16 - 17 18 19 20 21 TOTAL
-19921 17/03 | 20005 | ost07| 28/07.1 1610 | 0212 | 142
S AHENCYUGOSUAVIA o0ql o0 23] 0e] 67 0.0 0.0 0.00[ 9.00
SL9201 SLOVENIA: Gea, Tochnics! Assistance Facility 6.7 : 6.70
SL9202 SLOVENIA: Tempus 2.3 2.30
CR92XX Crostia (p.m.) 0.00 0.00'
BH92XX Bosnia-Herzgovina 0.00 0.00
MN92X Montcacgra 0.00 0.00
) MY
- CTHE BALTIC STATES - - 2 0.0 0.0 40| 41.0 0.0 0.0 0.0 0.00 45.00
| 229302 Daltic States: Improvement of Animal Production PR ) 0.00
[77.92xx Daltic States: Pnerpy Supply -2k 0.00
1.19201  LITHUANIA: GTAF 9.0 9.00
119202 LITHUANIA: Pavatisation 9.3 9.50
L19203  LITHUANIA: Tcmpus 1.5 1.50
1.59201 LATVIA: GTArF 133 13.50
LES202 LATVIA: Tempus 1.5 1.50
59201 ESTONIA: GTAF 9.0 9.00
1359202 ESTONIA: Temnpus 1.0 1.00

(1)=authonzad (ardonnance) : B)=approvad (visc) ; (3)= al approved

BN

|X] programming not yct formally canfirmed

W



SECTORAL BREAKDOWN OF 1992 COMMITMENTS

Table 4

1992 National Programmes : Commitments by Sector . (MECU)

Pol. |Hung | Rom. | Cz-SI. | Bulg. | Slov. | Alba. | Esto. | Latv. | Lith. Total %
Enterprise Development (1) | 40(*) 11 40 31 22.5 2.5 2.1 3.7 4.5 9.5 166.8| 23.8%
Financial Sector Reform 5 5 1.6 0.5 2.3 3.0 3.5 20.9 3.0%
| Agriculture 18 5 32 3 10 15 0.35 0.7 0.6 84651 12.2%
Infrastructure (2) 5 6.5 12 24.5 1 4.4 1.3 0.9 55.6 8.0%
Regional Development 30(") 10 40.0 5.7%
Environment 18 10 5 7.5 0.55 41.05 5.9%
Education (3) 16 5 1 10 1.6 33.6 4.8%
TEMPUS 26 16 13 15 8 2.3 1.2 1 1.5 1.5 855| 12.3%
Social sectors (4) 26 15 10 15 0.7 1.3 3 71.0 10.2%
Public Administration 8.5 5 2 0.9 16.4 2.3%
Miscellaneous (5) 38.5 13.5 12.5 12 0.2 2.65 2.15 1 82.5 11.8%
TOTAL | 200] 101.5 130 100 87.5 9 25 10 15 20 698. 100%

% Country Allocs | 28.6 14.5 18.6 14.3 12.5 1.3 3.6 1.4 2.2 2.9 100%

(1) Includes: Privatisation, Enterprise Restructuring, SMEs, Investment Promotion, Export Development.

(2) Includes: Energy/Nuclear Safety, Transport, Telecommunications.

(3) Includes: Science & Technology, Scientific Research.

(4) Includes: Health, Employment, Social Policy, Labour Market Development.

(5) Includes: Customs, Statistics, Tourism Development, Land Information Systems, Aid Coordination, Programme Management and Other
Multi-Sectoral/Non Sector-Allocated GTA.

(6) STRUDER programme allocated 30 MECU to Enterprise Development and 30 MECU to Regional Development.

(7) Excluding balance of payments assistance to Albania of MECU 35.



Sector

REGIONAL COOPERATION PROGRAMME 1992

Table 5

A) INFRASTRUCTURE

i)

ii)

iii)

Transport programme
Key components :

Transit Infrastructure

Trans-European North/South Motorway and
Trans-European North/South Railway
Integrated Training-cum-Technical
Assistance Programme

Sectoral Studies

Telecommunications programme

Key components :

Special case studies/training needs
Management/coordination
Evaluation/management
Contingency

Enerqy Programme
Key components :

Electricity Interconnections
Natural Gas Interconnections
Qil Refining/Transportation
Management Twinning Training
Legislation/Regulation

B) ENVIRONMENT

i)

Environment Programme |l

Key components :

Integrated Environmental Programme for
Danube River Basin

Black Triangle

Black Sea Programme

Baltlic Sea

Remote Sensing

Support for Regional Environmental Centre
Post-Dobris Environmental

Action Programme

Budget
(MECU)

15.0

N

NN

5.6
0.7
01
0.6

I



it) Nuclear Safety Programme
Key components :

Safety Authorities, Emergency pfeparedness

Fuel Cycle, Waste Management, Decommissioning
VVER 230 Operational Safety

VVER 213/1000 Operational Safety

C) EDUCATION/TRAINING

« ACE for alt PHARE countries
. TEMPUS (JEPS)
< TEMPUS (Technical Assistance)

D MISCELLANEOUS

« Extension of 1991 statistics programme to
Baltics, Albania,'Slovenia and Poland e
« BExtension of 1991 customs programme
to Baltics and Albania
+ Extension of 1991 standards programme
to Baltics, Albania and Slovenia
+ Fight against Drugs
+ Regional Industrial Property Programme (RIPP)

TOTAL

1Y

N ~dN O

12.5
5.5

24

116



TABLE6

PHARE - HUMANITARIAN AID 1992

Country ' Nature & ration Amount (MECU)
ALBANIA import support | 10
Import support Il 20
FEOGA 10
Hospitals/ex-political prisoners/NGO's 10
ALBANIA TOTAL 50
BOSNIA-HERZEGOVINA Emergency help 1.5
ECHO 37.5
BOSNIA-HERZEGOVINA TOTAL ' 39
FYROM Import supply drugs 10
FYROM TOTAL 10
ROMANIA - Food aid 10
) Children 12
ROMANIA TOTAL 22
YUGOSLAVIA Monitor mission 0.5
YUGOSLAVIA TOTAL 0.5

TOTAL HUMANITARIAN AID 1992 121.5



OPEN SUPPLY TENDERS IN THE OFFICIAL JOURNAL
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Date of Number of Country
Official Journal
information System 171292 5245 p.0? cs
Computer Equipment 08/1292 §238 p.06 HU
Survey Equipment 251192 §229p.07 BG
Computer Equipment and Software 1071192 $218p.07 Cs
Equipment for Blood Collection and Prod 190992 S$183p.09 RO
Monitoring system for water quality '16/0792 S136p.05 Cs
Computerised Operations Support System 09/07/92 Stitp? HU
.Upgnding of the information system 27/06/92 $123p.05 RO
Mobile Air Quality Monitoring Station 19/06/92 S1isp07 RO
Computer System 18/06/92 S117p.06 BG
Information Centre for Hazardous Waste 1306192 Sil4p.12 CS’
Equipment for a Toxicological Centre 1306/92 Sll4pi! (=
_ Laboratory Equi_pment 03/06/92 §107p.07 RO
Computer System 2105192 - §099p.08 BG
Emission Monitoring System 2000592 $098p.07 HU
Stack Emission Monitoring Vans. .. 16/08M2 5096 p.06 PL
Bending Roller 16/05/92 " 5096 p.06 PL
Fompum Equipment 06/05/92 S 088 p.0S BG
Equipment for Water Quality Measurement 05/05)92 S 087 pLOS HU
Equipment for the E icological Center Bratislava 03/05/92 $087p. 05 Cs
Upgrading of the information System 280392 S 063 p.07 HU
Various Supplies 26/03/92 S 061 p.0S RO
Computer Equipment 24/03/92 S‘OS9 p.07 RO
Various Supplies 2110392 5058 p.07 RO
Medi.ul Equipment 19/03/92 §$ 056 p.06 BG
Various Supplies 13/03/52 S 055 p.07 RO
Cenificates of ownership 29/01/92 S 020 p.07 RO
Air Pollution Monitoring Network 0401192 S 003 p.0? HU
Impuaving the monitoring of drinking water quality MANM2 S p i CS




GENERAL OVERVIEW OF THE PHARE PROGRAMMES asat 31/12/92

PAYMENTS
Programm | Committed PAID ON BUDGET YEAR (in million BCU) Balance
year 1990 1991 1992 Total Total % to be paid
National programmes _(1)__1990 399.1 95.2 113.1 45.1° i 63.49% 4
(2) 1991 616.0 97.6 120.0 35.32% |
— 140.2 ) 19.79% |
_ 95 - 210.770 305,93 35.46% !
Humanitarian aid (3) 1990 66.5 53.7 11.3 1.31 663 99.70% ). :
1991 72.7 30.4 29.3 597 82.12% | -
1992 121.5 48.2 . 48.2( 39.67%
CiTotal{- 326074 S3:7{: 417 8.8 174.2 ] 66.82%
Regional programmes 1990 21.5 19.3 1.4 0.3 21.0| 97.67% 0.5
. 1991 99.9 22.1 14.5 36.6]  36.64% ~63.3
1992 116.0 16.3 16.3 14.05% 99.7
Total | - .. 2374 19.3 23.5 31.1 73.9] 31.13% 163.5
Multidisciplinary 1990 10.0 1.9 4.3 2.1 8:3 83.00% (- - 1.7
1991 10.0 1.8 5.4 1.2 72.00% 2.8
1992 37.3 10.9 10.9 29.22% 26.4
Totalf . . 5723 1.9 6.1 18.4 26.4 46.07% 30.9
Others 1990 3.4 0.9 1.8 0.1 2.8 82.35% 0.6
0.1 0.3 75.00% - 0.1
20.1 1.33% i 7.4
3.2 28.32% | - 8.1
Total 1) T351.8] 7020% 0
@) 321.4] 40.23%] .
221871 21.77% |
-:888.9] 38.81% |

47091 (*) 437.0]

Budgets: Alloc. payments | 350.0]

(1) includes 515.980Ecus committed in 1991 for H901! Infrastructure commerce extéricur
(2) includes 24.5 MioEcus balance of ‘91 programmes commitled in 1992 (BG9101,8G9107,HU9112,R09105)

(3) includes SIMioEcus FEOGA-garantic
(*) 537 Mecu, reduced to 437 afier Notenboom transfer

8 39Vl



Macroeconomic Indicators of PHARE Countries - 1990 - 1892

Albania Baitio states Bulgaria CSFR Hungary Poland Romanis Slovenia
o Estonla Latvia Lithuanis
CP at constant prices (a) 1990 <130 3.8 -0.2 5.0 9.1 0 -3.5 -11.8 -7.4 -3.4
(a) 1991 271 -11.8 -3.5 -12.8 «16.7 18 -11.9 -7.8 -13.0 -9.3
L {8} 1992 -8.0 32 -32.9 -35.0 2.7 -8 :5.0 1.0 -15.0 -8.5
Agnieuliural produetion (s) 1990 -7.4 -18.0 «17.2 -11.8 -8.7 -2 -8.4 -2.2 -3.0 2.8
(e) 1991 n.a. -20.8 -3.8 -8.0 -13.2 14 -5.0 -0.8 -5.0 -1.0
{a) 1992 13 :21.3 -13.0 -30.0 -12.9 212 -23.0 -11.0 -9.2 <12.0
Incluastial production (8) 1990 -7.5 5.8 7.4 0.3 -18.3 -4 . -9.2 -21.3 17.4 -10.5
(8) 1991 -40.0 -9.5 0.0 -1.3 .27.5 .21 -18.1 «14.0 +18.7 -12.4
. () 1992 n.s. -38.7 -35.1 -568.9 -22.0 <12 -9.8 4.2 -21.8 -13.2
Cenaumer price index (s) 1990 n.a. 23.1 10.5 8.4 21.8 10 28.9 249.23 550.0
{8} 1891|. 38.0 210.0 124.5 275.0 333.5 58 35.0 80.4 423.7 (f) 118.0
e (a) 1992 228.0 1075.9 909.68 1020.5 91.1 12 23.0 43.0 199.0 201.0
U=employment rate, in % (b) 1890 8.8 0.0 0.0 0.0 a2.? 1 1.7 8.3 0.0 8.9
(b} 1991 n.e. 0.0 0.0 0.0 10.2 ? 8.5 11.8 2.9 10.1
(bl 1992 32.0 (g} 1.5 2.3 1.0 15.8 ) 12.2 13.6 8.4 13.3
(et balance, % QDP lcy 1990 -20.0 3.1 2.2 2.9 8.1 0 0.1 31 1.1 n.a.
{c) 1991 44,0 4.7 8.3 2.8 -14.9 -2 -4.8 -5.8 -2.0 2.8
{e) 1982 +22.0 1.7 -1.4 2.2 -14.0 -2 7.4 -8.0 5.0 0.8
Exports in § {a) 1680 7.5 n.a. n.s. 2.1 n.a. 1.7 1.8 43.4 .44.8 25.0
{(a) 1991 -40.7 n.e. n.e. 353 .38.7 10.6 2.0 12.5 -29.3 -5.0
{n) 1992 -4.1 -:88.0 -85.4 92.7 12.9 11.4 8.3 9.7 4.9 4.9
Current Account § bn 1990 0.1 . 0.1 . 1.2 -1 0.1 0.7 1.7 0.7
1991 «0.3 0.5 0.1 n.e -0.9 1.0 0.3 -2.2 «1.4 0.2
1992 -0.4 0.0 0.0 0.1 -0.4 0.2 0.3 -0.3 -1.3 0.9
‘Debt-rxpors tatio, % le) 1990 284 n.a. n.a. n.a. 299 135 335 251 8 n.a.
ta) 1991 593 n.e n.e. n.s 2N 91 245 348 54 48
{e) 1992 953 n.e, n.s n.s. 255 84 214 as57 80 43
PN m-én-v'nmmq Stand by Stand by Stand by Stand by Stnd by Stand by (133 EFF Stand by no
(Aug92:Jui93) | (1JuI92:Jun8d) | [JuiS2:Jundd) | (JuUI92:Junddi | (Ap1B82:-Mar8d]| 1Ap192:0ee82)| (Feb91-Feb34) | (ApiS1.AprSd] [May82-Api93) programme
on track on traek on track on track ofl track of t1aeh off \rack ofl track oll track

I3 r--.'_o_’f.lab. WNCIL AL DVA? DIEVIOUS Ve A!

e Ead ¢! deriod

1ed Goracal govararent budget delicit, accrual basn
125 Q= s hatsnea of payment basis, erceot o+ Albana on & custom basn
2] Grnas hard-cursency dobl as s percentage of hard-currency exporis

1 Dezamber 1090 10 Decomber 1991

12] [rd o' March 1993

It

6 3718vl
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PREAMBLE

This is the fourth report on Community assistance under the PHARE Programme to the
Central and Eastern Eurgpean Countries. (CEECs) which was extended in 1993 to eleven,
countries - Albama Bulgaria, the Czech Republic, Estonia, Hungary, Latvua Lithuania,
Poland, Romania, Slovakia and Slovenia.

1993 saw a number of key developments of considerable impact on the Phare
programme. The 1993-97 Guidelines were adopted by the Commission in July 1993 and
the implementation of Phare programmes reflected their adoption. Considerable progress
was made in introducing the multi-annual approach into programming in order to integrate
Phare assistance more effectively into the process of medium term restructuring of the
beneficiary country. Steps have been taken to streamline implementation procedures,
including more decentralisation.

The Copenhagen Council in June 1993 came to two decisions having considerable impact
on the Phare programme. The Council confirmed the prospect of future EU membership
for the associated countries. This meéant that Phare, as one of the principal financial
instruments in the implementation of the Europe Agreements, would "henceforth be
directed and focused on measures aimed at transforming the economies of the associated
countries within the perspective of their preparation for future membership of the
European Union. Secdndly, a decision was made at the Copenhagen Council to allow up
to 15% of the Phare budget to be-used in support of infrastructure programmes. This
increased emphasis in the Phare programme on investment recognises that the demand
-for the type of assistance required by the Countries of Central and Eastern Europe
(CEECs) changes as the restructuring of the economies progresses from classic technical
assistance to investment support programmes.

The report looks .at the policy and programming aspects of assistance in 1993. It reviews
the national. assistance programmes, regional programmes, humanitarian assistance,
activities in the area of the Europe agreements and Phare information aclivities. ' The
implementation of the Phare programme over the period 1990-93 is examined as are
issues of specific concern - the assessment of the reform efforts in the- CEECs, the
Copenhagen initiative: on infrastructure investment, health, public administration reform,
cross-border cooperation, donor coordination and the direction of the Phare programme.



}- GENERAL CONTEXT FOR EC ASSISTANCE IN 1993

1.1 Legal basis

Council Regulation n° 3906/89 of 18 September 1989! as last amended in 19932
represents the legal basis for Phare assistance. in 1993, the Commission transmitted a
proposal to the Council in order to formally include? "The Former Yugoslav Republic of
Macedonia" (FYROM) in the regulation. The proposal has not yet been adopted.

1.2 Financial framework

The Phare programme is the largest source of grant financing mobilised in support of the
economic transformation of the CEECs. In 1993, the initial appropriations under the
budget line B-7600 - Aid for the Economic Restructuring of Central and Eastern Countries
reached 1040 MECU for commitments and 447.7 MECU for payments.

During the course of 1993 a number of modifications to the Phare budget were approved.
30 MECU were transferred to the "Emergency Humanitarian Aid" budget line B-7514, 5
MECU to the Nuclear Safety Multilateral Fund for the CEECs and the CIS which is
managed by the EBRD, and 0.3 MECU for the purposes of the Common Foreign Policy
and Security Pilfar of the European Union. The Phare budget was increased in December
1993 by 1 MECU from the budget line B 3 1025 for actlons in the field of tralmng

The final amount available for commitments was, therefore 1.005.7 MECU, out of -which
1,003.9 MECU were committed, 1 MECU was camed over to 1994 and 0.8 MECU were
not committed.

The breakdown of the commitments was:

National Programmes : 801.0

Regional Programmes 112.2
Multidisciplinary and other measures 70.8
Humanitarian Aid . . - 19, -9

1 003 9 MECU

Appropnatuons for payments were remforced by the end of the year by a transfer of 108
MECU. Taking into account the modifications in the budget mentioned above, the net
reinforcement for payments in the PHARE Programme during 1993 was 73.4 MECU."
This meant that the ‘final amount available for payments in 1993 was 521.1 MECU an
amount completely used by the end of the year.

1.3 Policy Orientations

Two key developments, the adoption of the 1993-97 Guidelines by the Commission and
the decisions of the Copenhagen Council in regard to membership for the associated
countries and support for infrastructure investment, shaped Phare policy orientations in
1993. The Copenhagen Council in June 1993 came to two decisions having considerable

1 OJ L375 of 23 December 89, pt 11
20JL162 of 3 July 93, p. |
301 C231 of 27 August 93, p. 15
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impact on the Phare programme. The Council confirmed the prospect of future EU
membership of the associated countries. This meant that Phare, as one of the principal
financial instruments in the implementation of the Europe Agreements, would henceforth
also be directed and focused on measures aimed at transforming the economies of the
assaciated countries within the perspective of their preparation for future membership of
the European Union. Secondly, a decision was made at the Copenhagen Council to allow
up to 15% of the Phare budget to be used in support of infrastructure programmes.

1993 marked the first year of the implementation of the Phare guidelines. The Guidelines,
adopted by the Commission in July 1993, reaffirmed Phare's mandate to contribute to the
process of economic reform, structural adjustment and sustainable development in. the
recipient colnfrigs and to show a flexibie response to the diffeting needs of the recipient
countries, reflecting their different levels of development, stage of transformation and
progress with reforms.

For countries at relatively early stages of reform where the key priorities are
macroeconomic stabilisation involving rigorous monetary and fiscal policies, progressive
liberalisation of prices and foreign trade and establishment of the legal, reguiatory and
institutiona! framework necessary for a market economy, Phare assistance is used to
complement balance of payments financing through for example -import supply
programimes and "classic” technical assistance (studies, training, provision of expertise)
for institution building and initiating reforms. Exceptionally a balance of payments grant
was extended to Albania in 1993.

As a country- proceeds through its reform process, needs shift from that for classic
lechnical -assistance to that involving more direct support for the process of long term.
‘restructuring of the economy. Long term restructuring involves consolidation of private
ownership and an increase - of the share in the economy of the private sector,
reorganisation of remaining state enterprises, modernising banking and financial systems,
restructuring -of the educational and vocational fraining systems, reform of public -
administration and the. mobilisation of infrastructure investment. In this phase of
- development, countries increasingly need investment/structural assistance as opposed to
classical technical assistance.

in 1993 the conclusions of the European Summit of Copenhagen permitied Phare
assistance to adapt-to the needs of this long-term restructuring phase with an increasing
focus on investment and related operations. it was decided that a significant portion, up to
15% of total Phare commitments -spread over Phare countries, can be used for capital
expenditure for infrastructure projects which are jointly financed by the EIB and/or
intemational Financial Institutions and beneficiary countries. Phare assistance is as well
being used to_ facilitate investment in the private sector for projects which have a positive.
economic retum but face transitional problems of market failure. This type of support is
usually directed toward 'SME development, regional development, environmental
improvement and agricultural restructuring. Phare supports financial intermediaries in the -
provision of cerain types of financing such as small loans, seed capital and guarantee
schemes.

In addition to investment support, the Copenhagen summit provided impetus to Phare
support for the implementation of the Europe agreements. Programmes were introduced
in a number of beneficiary countries to assist signatories to the Europe agreements to
support a full range of measures including the facilitation of the approximation of laws
and their implementation, the identification of barriers 1o the integration with the EU, the
improvement .of technical understanding and know-how of the public sector in relation to
the above issues; the enhancement of the quality and effectiveness of public education
and information activities about the EC, and; the effective monitoring of the process of the
implementation of the Europe Agreements.
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1.4 Programming

The 1993-97 guidelines defined some new principles on which PHARE support should be
provided. The most important are:

The need to ensure greater coherence and integration of PHARE into the national
strategy and the general reform programme of the beneficiary country. To that end a
multiannual approach in the context of an ongoing dialogue on priorities and policies
would be adopted.

Continuing flgxible response to the differing needs of countries reﬂecung their .
different levels of develdpment, $tage of transformahon and progress with reform.

The importance of an assessment of progress with reform efforts and the performance
of the PHARE programme by maintaining its focus on support for the development
and implementation of policy reforms and structural change, notably in areas directly
linked with economic reform.

A concentration on a limited number of areas so as to achieve the critical mass
necessary to achieve impact. This combined with a more thorough assessment of
needs and absorptive capacity should lead to an acceleration of the rate of
disbursement.

in order to put these principles into practice the Commission started in 1993 to strengthen
the programming process. Thus the multiannual approach was introduced in a number of
countries and where its implementation was not possible, preparatory work for such an
approach from 1994 onward was initiated. Moreover, efforts were made in the 1993
programming exercise to concentrate assistance in a limited number of areas linked with
policy reform and structural change and to better assess needs and absorptive capacities.
Finally, to put more emphasis on a discussion with member states on country
programmes, Orientations Papers describing the assistance orientations were drawn up
and discussed with member states. These papers serve as a basis for member state input
into the programming process.

Indicative Programriies were signed with all beneficiaries and while not being formal
binding agreements with the Commission they are working documents indicating priorities
and providing a framework for the identification, formulahon and appraisal of projects to
be financed. They are summarised in Table 1.

The indicative programmes established the sectoral priorities which were eventually
reflected in the sector programmes presented in the form of financing proposails to the
management committee. Priority. continued to be granted to economic restructuring and
private sector development programmes. However, infrastructure, human resources
development (particularly through the TEMPUS programme on higher education reform)
and social sector programmes gained in importance in 1993 relative to the private sector
programmes.

In several countries a generai technical assistance facility was identified as being a
flexible multidisciplinary instrument which would allow the beneficiary countries to respond
relatively quickly to urgent needs for technical assistance with a view to develop reform
policies and provide institutional support across a wide range of areas. In three countries,
Estonia, Latvia and Lithuania, the bulk of the assistance was provided in the form of this
facility, reflecting the early phase of the transformation of these countries and the need to
conduct a range of preparatory work prior to launching sectoral programmes.
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- 1993 MEASURES

- 2.1 Preparation and decision making

The total number of PHARE financing decisions on the 1993 budget was 87. These
included 66 national sector programmes and 10 regional cooperation programmes. The
remaining financing decisions concemed mainiy EBROD projects, humanitarian aid and
authorisations for small scale multidisciplinary actions. The General Guidelines for 1993-
97 were adopted by the Commission in July 1993. The PHARE Management Committee
. {met on six occasions concentrated in the Iatter pan of the year and-gave a favourable

“opinion’on all financing proposals

2.2 National Programmes

During 1993 the number of PHARE beneficiary countries grew to eleven given the
dissolution of the Czechoslovak Federation and the creation of two republics. Total
assistance on national programmes - that is, ‘excluding humanitarian assistance and
regional programmes - amounted to nearly 801 MECU. The largest PHARE recipient was
Poland with 225 MECU, equivalent to 28.% of total national allocations, followed by
Romania (130 MECU, 16.2%), Hungary (100 MECU, 12 5%) and Bulgaria (90 MECU,

11 2%)

Table 2 shows the-broad sectoral pattern of assistance by country. The figures should be
treated with caution mainly because the general technical assistance proagrammes include
significant sectoral components such as banking and finance, social protection, public
administration, Europe agreement implementation and so on, meaning that the shares of
these specific sectors in the total is actually higher than the table suggests. Bearing this in
mind, the 1993 programmes reflected a continued focus on support for the development
of the private sector and economic restructuring. Roughly 25% of total national allocations
(190 MECU), was committed to enterprise development covering privatisation, enterprise
restructuring, assistance to small and medium enterprises (SMEs), investment promotion
and export development.

in recognising that a modem banking system is crucial to a properly functioning market
economy, there was an increased emphasis on support for the financial sector and
banking institutions in 1993. Funds have been provided for strengthening the newly
created central banks, for legislation, training, portfolio audits, banking associations,
information systems, payment systems and bank restructuring. Phare support has been
provided as well in schemes dealing with the problem of bad debts and re-capitalisation of
banks, both key issues in the reform.

Agriculture continued to receive substantial support (78.5 MECU or 10% of national -
-allocations) reflecting the -importance of "agrarian reform in the economies of Eastern
Europe. There was increased emphasis in 1993 on assistance for agricultural strategy
development and transformation including farm privatisation, development of land reform
and registration systems, agro-industrial restructuring, advisory services and the
development of credit channels for the new private farmers.

An increasingly important task of the CEEC governments in 1993 was to maintain the
momentum of economic reform while preserving a social consensus. Phare assistance
played an increasingly important role in helping these governments deal with the social
implications of the transformation process. Assistance was provided for institutional and
organisational change in the labour market and social protection sectors. This included
support to pro-active labour market programmes addressing the problem of high
unemployment resulting from the restructuring process and assistance for the reform of
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the social benefits system involving the development of unemployment insurance,
pension and health care schemes as well as social assistance programmes.

Support for human resources development and the reform of public administration was an
increasingly important part of the 1993 programimes. in regard to the first, a significant
commitment continued to be made in 1993 to the reform of higher education through the
TEMPUS programme. Vocational education training schemes and education system
reform programmes were imporiant components of some of the 1993 national
programmes. in the public administration field there was a continued focus on institutional
development and training at both the national and local government levels.

- In" regard. 16 the infrastructure seclor,” fhere* ' was somewhat less -emiphasis on the™
environment in 1993 national programmes although significant commitments were made
in Bulgaria and Albania. This reflects in part the substantial allocations made in previous
years to most Phare beneficiary countries. Environmental support has evolved towards
support for policy formulation and the preparation and implementation of environmental
strategies for specific sectors.. There has been an increased focus on the promotion of
investment related to the environment either through the support for investment funds or
through co-financing operations with International Financial Institutions (IFis).

Support of infrastructure (energy, telecommunications and transport) focused in 1893 on-
restructuring and adaptation to the circumstances of the market economy. Allocations .
were made to Bulgaria, the Czech Republic, Poland and Slovakia and included support .
for the restructuring of the railway companies, the preparation of the regulatory framework
for the telecommunications and transport sectors and the establishment of energy saving
funds. The shift towards investment in infrastructure development, is reflected by the 30
MECU Phare ‘contribution for a railway devetopment project in Poland.

Additional measures covered under the 1993 Phare programme were a 35 MECU balance
of payments support grant to Albania and assistance to the Former Yugoslav Republic of
Macedonia (FYROM). At the end of 1992, the Edinburgh Council decided on a 100 MECU
support pregramme for FYROM to assist in coping with the consequences of the blockade
against Serbia and non-recognition by the intemational community. The assistance given
to FYROM in 1992 was complemented in May 1993 by a 25 MECU programme in support
-of the import of industrial raw materials ‘and equipment as well as technical assistance in
the field of customs, statistics, health and agncunure

2.3 Multidisciplinary and other measures

In addition to the .sectoral programmes several operatlons were financed under the
heading Multidisciplinary Measures. :

First of all a commitment of 26.4 MECU for "multidisciplinary technical assistance” was -
.agreed in three tranches in 1993. This is an enabling device giving a global authorisation
-to-finance, within.given parameters, small-scale operations such as feasibility studies and - .
technical assistance without requiring a specific Management Commmee opinion. and

Commission decision on each operation. '

After the so-called "Bangkok Agreement” between the EBRD and the EC in 1992, a new
cooperation scheme was established ' between both institutions. This enabled the
implementation of measures in the beneficiary countries, which are approved and
financed by the Commission and are technically -managed by the EBRD. This
collaboration received an allocation of 11.7 MECU, in actions mainly related to the .
financial sector.
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PHARE Information Action which has the objective of informing the business and poilitical
milieu in the EC Member States about the Community's relations with, and assistance for
the countries of Central and Eastern Europe received 2.7 MECU.

The PHARE Democracy Programme received an allocation of 10 MECU in 1993. This
amount supports the continuation of the democratisation process in Central and Eastern
Europe. It enables financial and technical aid to be provided on a non-party basis, through
" parliamentary institutions, for the reinforcement of general civic education and democratic
principles.

A new initiative was approved in 1993 entitled the Phare Parinership and [nstitution.
Bunldmg Prograinme “which -airns at supporting -the . developmient” of - sustainable
partnerships between EU and CEEC non-profit organisations. This programme is a cost
sharing scheme and is operaling as a pitot programme focusing on a number of seclors
notably economic development, business . promotion, local/regional govermnment,
community development and worker/consumer interests. It wili support some 90 projects
in the CEECs with each project requiring the participation of at least one organisation
based in the EU and one in a Phare beneficiary country. The European Union will provide
- matching funding to equal contributions secured by the partner organisations themselves.
The EU Member States are responsible for preselecting projects and can decide to which
" extent they will participate themselves in the projects. The initiative was allocated 10
MECU ln 1993.

These multidisciplinary and other measures amount to 70.7 MECU for whnch the
breakdown is as follows :

Multidisciplinary technical assnstance 26.4 MECU
EBRD 11.7 MECU
information Action © ' 2.7 MECU
Democracy Programme 10.0 MECU
Tempus "Overhang™ : 9.9 MECU
Partnership/Institution Building : 10.0 MECU

TOTAL 70.7 MECU

2.4 - Regional Cooperation -

Regional cooperation is $eén as playing an important role in developing an economic and
political dialogue among the countries of Central and Eastern 'Europe (CEEC) and
between the CEECs and the Member States of the Européan Union. It is seen as
promoting political stability in Europe and closer economic integration among the CEECs.
The Europe Agreements, the conclusions of the Edinburgh and Copenhagen summits and
the proposed Pact on Stability all stress the importance of enhanced regional cooperation
building on existing relationships such as Visegrad. In this context, the Phare regional
programmes initiated in 1991 have played a major role in stimulating such a dialogue and
promoting cooperation on a wide range of issues of common concem and interest in the
CEECs.

4 This amount covered the remaining financial commitments from TEMPUS projects selected

over the period 1990-93, prior to the commencement of the second phase of TEMPUS
(TEMPUS I1)



1993 saw a continued emphasis on the development of regional cooperation amongst the
now enlarged group of eleven beneficiary countries with an overall allocation of 112.3
MECU for regional programmes. This approach has been further reinforced with the
adoption by the Regional Coordination Group of orientations for future programming
which endorse the principles. of a multi-annual programming approach, and on
concentration on a limited number of core areas, for programmes which are inherently
regional in nature and which focus on enhancing regional co-operation between
beneficiary cauntries.

For 1993, the focus was on three key areas:

~ An extension/consolidalion programme 10 enable the new beneficiary countries to bénefit .
from existing programmes and to build- on established programmes.in the original
countries of the Regional Coordination Group. Some 29 MECU of additional support was
provided in this way for the Drugs, Transport, Customs and Energy programmes.

Support for a limiled number of core area programmes. A substantial allocation (20

MECU) was made to the Transport sector, principally to continue the programme of

support for the elimination of a limited number of high priority border crossing bottlenecks.

This element is complemented by activities under the 1993 Regional - Customs

programme to ensure a well-balanced approach in resolving infrastructure, administrative -
and customs problems in a coherent way. A further allocation of 20 MECU for Nuclear

safely was made in 1993 in recognition of the urgent need to continue and reinforce the:

activities begun in 1992, in particular with respect'to the improvement of safety standards

for the Soviet designed nuclear reactors. The TEMPUS programme was allocated 15.8

MECU in 1993 to complete the Joint European Projects launched in earlier years, and to

support the operational costs of managing the programme. The Joint Venture PHARE

Programme (JOPP) which was initiated in 1991 and assists the creation of new, or

expansion of existing, joint ventures between companies from EU Member States and -
PHARE beneficiary countries received an additional allocation of 27.5 MECU.

As well, a number of preparatory studies were launched for the medium term
programming period in particular in the areas of human resources (concentration on
distance leaming and higher education) and to explore the potential for developing cross-
- border co-operation between PHARE beneficiary countries and trade development
initiatives.

The Regional Coordination Group has continued to play a key role in-the programming
-and coordination of the regional programmes. Participation by the beneficiary countries in .
the implementation and monitoring of regional programmes has been assured in 1993
through Sector Coordination meetings to plan implementation of programmes and identify
future needs. This process.has been further extended with the appointment of Sector
Coordinators for Customs (Slovenia) and Trade development (Slovakia). :

The process of decentralisation of the day to day management of regional programmes
also began in 1993 with the creation in Prague of a Regional Transport Coordination Unit,
responsible for implementation of the Transport programmes, and the establishment in -
Bulgaria, within the existing national PMU, of a Secretariat for the coordination of the
Telecommunications programme. Similar Coordination Units, established wherever
possible alongside existing PHARE management units and staffed by local staff assisted
by technical advisors, are also planned for the Energy, Customs and Drugs programmes.



2.5. - Humanitarian Aid

Phare humanitarian assistance in 1993 was dominated by the difficult situation in Albania,
the problems entailed by the drought in Romania as well as by the conflict in the former
~ Yugoslavia.

For Albania, a decision was taken in December 1993 to extend an extraordinary allocation
of 10 MECU for the rehabilitation of schools and prisons throughout Albania and for the
" continuation of programmes for building houses for ex-political prisoners. For Romania,
becayse of the continuation of the crisis in agricultural productlon related to the drought in
* 1992, Phare finariced food aid in the amount of 9.9°MECU:

The war in ex-Yugoslavia and the dramatic situation of the refugees was the focus of
" activities and funding allocations of the European Office of Humanitarian Aid (ECHO) in
1993. A total of some 300 MECU was spent in 1993 for emergency aid for refugees. This
was organised and implemenied through UNHCR, ICRC and other NGOs. Phare
contributed to this operation through the transfer of 90 MECU from the Phare budget to
the new "Emergency Humanitarian Aid" budget line mentioned in Section 1.2.

2.6 - Europe Agreement Activities

' The Europe Agreements provide a legal, political, and economic framework for the
relationship of the signatory CEECs (Poland, Hungary, Bulgaria, Romania, Slovakia and
the Czech Republic) with the European Union. Phare is one of the principal vehicles for
providing financial assistance to the signatory countries. The decision taken at the

~ Copenhagen Council in June 1993 which confirmed the prospect of future EU
- membership for associated countries had implications of considerable importance for the

" Phare programme. It means that Phare must also give priority to the transformation of the
economies of the associated coumnes within the context of their preparation for
membership. !

" The implementation of the Europe Agreements is supported through the provision of
- technical assistance covering specific provisions of the agreements aimed at facilitating
~ integration. There are a number of both national and regional programmes which provide
. support in implementation of the Europe agreements. In regard to the former, building on
the Euro-GTAF (92) in Hungary and the Sierra (92) programme in Poland, Euro-GTAF's
were agreed upon in 1993 for Bulgaria, the Czech Republic, Romania and Slovakia.
~ These muiti-sector financial instruments support a wide range of activities, insofar as
assistance is not otherwise available under Phare funded sectoral reform programmes,
including:

' (i) the preparation and implementation of strategies designed to lead to iaws which are

. compatible with EC laws,

(i) funding the technical assistance required for each key area of policy concerned by the
Europe Agreements,

(iii)) training, targeted study visits (for instance to appreciate legislative and institutional
methods of implementation in the Community) and public information initiatives including
the establishment of documentation centres.



_Additionally there are a number of Phare regional economic legislation programmes
having components supportive of the implementation of the Europe Agreements. In the
area of approximation of economic legislation, framework programmes in Latvia, Estonia,
Lithuania and -Slovenia were started in 1993 with the aim of approximation of financial
service law, commercial law, labour law and trade law. in regard to competition and state
aids, general programmes of assistance are being provided to Bulgaria, Estonia, Hungary,
Lithuania, Romania, Poland, Slovenia and Slovakia for the provision of experts to assist
in the process of reform of the relevant laws, regulations and implementing procedures, to
prepare inventories of the existing state aids and monopolies of a commercial character
and to provide training. A further regional programme in the area of consumer. protection
"pravides for-institutional and-legislative: assistance far-the .approximation of 1aws,-training-
and the setting up information systems. A regional intellectual property programme,
cofinanced with the European Patent Office addresses the development of trade mark,
patent and industrial design protection in all Phare beneficiary countries. Finally, the
European Committee for Standardisation (CEN) is implementing a regional Phare
programme on quality assurance which provides for the provision, translation and
transpositions of European norms, standards and technical EC directives and reguiations.
It also provides for the auditing of quality assurance systems and training.

2.7. Information Activities

In an effort to increase the transparency of the Phare programme and to provide timely
information to interested parties on Phare activities, an increased focus was placed on
information activities in 1993. This involved the broadening of the constituency for Phare
information. activities beyond the business community, an initial target group, to a wide
variety of opinion leaders in the Member States and in the beneficiary countries. The
information strategy aimed not only at explaining the Phare programme and providing
information on tenders and contract procedures but as well at addressing certain public
misconceptions and misunderstandings about the programme. The funding for the
expanded information programme was increased to 2.7 MECU.

The Phare information office produced a series of documents over the course of the year,
including continued publication of an operational programme compendium, the indicative
programme summaries and the operational programme updates as well as new
publications such as country profiles, sector profiles, a "success story” compendium,
newslelters, a mission statement and information on contracts. A database of some -5000
interested parties was used for three mailings.

In-addition to these publication activities, the Phare information. office undertook some
150 speaking engagements over the course of 1993 and met with an average of 50
visitors per week. In the audio-visual field, meetings were organised with CIRCOM, the
umbrelia organisation- for East and Westem European TV stations to investigate the
potential of broadcast sponsoring for Phare related documentaries. Finally, Phare
participated for the first time in 1993 at a number of trade fairs - the Hannover Fair, the
Brno Fair and "S'implanter” in Paris.



.- IMPLEMENTATION OF 1990-1993 MEASURES

The reforms in the CEECs have involved fundamental economic and political changes.
While there has been a consensus on the principle of establishing a market system, there
are wide divergences within and between the CEECs on the content and timing of the
actual measures needed to achieve this. Phare has thus faced the challenge of dealing
with frequent changes in government and basic policies as well as in the institutions and
the counterparts responsible for implementing the programmes. Despite this the
.programme responded rapidly to the ngeds of .the reform process and has made a.
substantial contribution to the transformatucn of the CEECs” : .

3.1. Commitments

Once the financing decision has been taken, a financing memorandum is signed by both
the Commission and the Implementing Authority, usually the line ministry in the country
concerned, specifying the respective responsibilities for management of both parties. The
amount specified in the financing memorandum is the commitment. In 1993 all funds
available, 1004 MECU, were successfully committed. This brings the total amount of
Phare commitments since 1990 to 3294 MECU.

"The commitment of funds is only a first step. Progress in implementation is reflected in
contrag:ts signed and by the subsequent expenditure.

3.2 Tenders and Contracts

Tendering and contracting are undertaken in accordance with the Phare Council
"Regulation 3906/89, the Financial Regulation (Titte IX/External Aid) and the General
Regulations for tenders and award of contracts financed from Phare/Tacis funds.

In accordance with these regulations, service contracts are normally awarded after a
restricted invitation to tender. The criteria on which the final choice of a project is made .
are weighted towards quality rather than simply price. For supply contracts, an invitation
to tender is normally published in the Official Joumnal of the EC. For smaller service and
supply contracts with a value of below 50,000 ECU, a contract can be awarded by direct
agreement.

Individual Phare programmes are- increasingly implemented ‘through a :Decentralised
" Implementation System where the execution of the programme including the launching of
tenders and the signing of contracts has been transferred to ‘an Implementing Agency in
the beneficiary country. Based on approved work programmes, funds are regularly
transferred to these agencies to finance the activities. For other programmes, however,
the tendenng and- contracting’is done by the Commtssuon on behalf of one or several
beneficiary govemments - -

In a number of different sectors - bankmg taxation, trammg customs, - regional
development - Phare programme implementation in certain beneficiary countries has
been contracted to associations, professional organisations and other non-profit making
organisations. In certain cases contracts have been won by these organizations through
the tendering process; in other cases, and specifically in regard to the European
professional associations, contracts have been extended directly. An overview of the
non-profit organisations and the programmes in which they are involved is provided in
Annex 1.



The overall amount of contracts concluded in 1993 was MECU 572.1. Of this amount
MECU 450.7 correspond to contracts awarded by the Commission on behalf of the
beneficiary governments and 121.4 MECU are contracts concluded directly by the
recipient institutions.

In the period 1990-93, of the 3294 MECU committed under the Phare programme, 1566
MECU or 48% has been contracted. The breakdown for each programme year (Table 5)
shows that 77% of 1990 commitments, 64% of 1991 commitments, and 23% of 1993
commitments have been contracted.. These contracting figures together with the
- payment/disbursement figures memloned below reflect the nature of PHARE programmes -
which are normally implemented over a three to five year period. Funds committed for
programmes in any given year will normally be contracted and disbursed in subsequent
years. Contracting starts in the first year of programme implementation and is followed by
disbursement which builds up significantly in the third to fi fth year of programme
implementation.

3.3 Payments

As has been the case in previous years, 1993 saw an important increase in payments.
The total amount disbursed was 521.1 MECU, representing 20% more than the
disbursements in 1992.

There were insufficient appropriations for payments in 1993 From an initial 447,7 MECU
allocation, the budget was increased to a final amount of 521.1 MECU. Despite this, £ 50

- MECU could not be paid because of a lack of appropnatlons and was deferred for
payment to 1994,

The breakdown of payments in 1993, per programme year is as follows :

Programmes of 1990 68.6
Programmes of 1991 148.0
Programmes of 1992 161.5
Programmes of 1993 143.0

Total 521.1 MECU

in 1993, of the 521.1 -MECU in payments, 328.7 MECU was paid on contracts by the
Commtssnon and '192.4 MECU was advanced to the Programme Managemem Units
(PMU‘s) in the beneficiary countnes

At the end. of 1993 total payments by the PHARE Programme were 1,412.2 MECU, or
' 42.9% of the total commitments to the beneficiary countries. The total amount advanced
to the PMUs in the 1990-93 period was 451.1 MECU, 32% of total payments. An overall
- view of disbursements is provided in the tables.in annex. It is important to note that the
tables show payments made on contracts awarded by the Commission and the advance
payments made to the beneficiary countries (rather than payments actually made on
contracts locally).



3.4 Monitoring and Evaluation

Monitoring and evaluation received considerable attention in 1993. Three major sector
assessments were conducted for Phare support to SME development, to banking sector
reform and to privatisation and restructuring’. The recommendations of those
assessments provided key input into further programme design.

Additionally, in the context of a major initiative in 1993 to streamline and consolidate
Phare procedures, very careful attention was paid to the subject of monitoring and
evaluation. The result of this. initiative was the preparation of two manuals: (1) the manual
for decemrallsed |mplementat|on and (2)" the. manual forcontracts and precurement -
rules
[ .

In the first manual, 3 monitoring and evaluation system has been defined. The main
innovation in this system is the creation of a general document, the strategic plan, which
is the basic instrument covering the entire duration of the programme. 1t is based on the
content of both the Financing Memorandum and the Monitoring and Evaluation Matrix
attached to the Financing Proposal and translates the two documents into operational
terms. One of the elements of this document is the Plan of Operations which summarises
the implementation arrangements and the major milestones of the programme. An annual
monitoring and assessment report reviews the extent to which targets have been met,
analyses main constraints and identifies corrective action. The monitoring report provides
a review of the overall achievement of the programme, lessons learned and
recommendations for the future. In addition, external independent mid term and end of
project evaluation will continue to be carried out to supplement the internal monitoring
system.

The preparation of -the manuals is an important step towards the strengthening of the
management and control functions of the beneficiary institutions and an increased
decentralisation of the Phare programme. in addition, the planning and monitoring tools
contained therein contribute towards better project design and improved programming.

3.5 Counterpart funds

in 1991 agreements on the use and generation of.counterparts funds were drawn up with
Albania, Bulgaria and Romania. In 1992 agreements were drawn up with the governments
of Estonia, Latvia and Lithuania.

The Counterpart Funds in Romania are managed by the Ministry of Finance and the
Department for European Integration. Counterpart Funds in Romania were generated by
the sale of food-aid, and commodity supplies provided in the context of the PHARE
Programmes for transport, agriculture and humanitarian aid (medicines). An Indicative
Programme for the use of Counterpart Funds has been agreed by the Romanian
Government and the Commission of the European Communities.

in Albania-Counterpart Funds were generated by the sale of food-aid, industrial supplies,
agricultural equipment and transport equipment. As a result of the large budget deficit and
in accordance with the recommendations of the IMF, the Commission decided -in
cooperation with the major donors- to use the Counterpart Funds for budgetary support.

Thesc assessments are reviewed in a recent Phare publication "Phare - A Performance Review
1990-93", March 1994, Annex 2



Poland's Counterpart Funds have mainly come from the sale of animal feed and
agrichemicals. The funds were generated within the context of 1990 PHARE National
Programme and their use was set on an annual basis according to the Indicative
Programme. The task of management of the counterpart funds has been assigned to the
Co-operation Fund, a State Treasury Foundation. Part of the funds have been used for
the pre-financing of PHARE programmes and the promotion of the opening of the new
branch of the College of Europe in Natolin. Funds have also been allocated to training
programmes and in support of economic/legal research in the context of the Europe
Agreement and for emergency actions such as saving national heritage in the context of
the Wileczka flooding and prov:dmg equlpment for ammal transport notmcauon (Foot and
Mouth 0utbreak) o Lo . .

Bulgarian Counterpart Funds were generated by the sale of agriculture, medical and
energy supplies delivered as from the end of 1990. The funds are managed on behalf of
the Government by a state Fund for Reconstruction and Development. Awaiting the
agreement on an Indicative programme some of the funds have been used for health care
programmes as well as energy equipment.

Estonia, Latvia and Lithuania agreed on Counterpart Funds in December 1991, Prior to
the first deliveries, memoranda of understanding, setting out general principles for receipt
and distribution of EC supply programme assistance, and aides memoires, setting aut
details specific to the cereals supply programmes, were negotiated and signed with each
republic. All funds generated from the first tranche of sales have been allocated to income
supplement schemes targeted at the most needy socially dgprived groups. An exception-.
was made in Latvia where the funds were allocated to agricultural reform and -
development measures. A higher proportion of allocations from second tranche receipts
has been used to support PHARE and national reform programmes, particularly the .
development of private agricultural business.
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IV- _COMMISSION ORGANISATION

Following a reorganisation of DG I's services at the end of 1992, Directorale L was
created comprising 6 units (L1 to L6). Two separate units (Public Relations and G24 co-
ordinalion) also report to the Chief Advisor in charge of Directorate L. The original
PHARE Operational Service Units (formerly PHOS 1, 2, 3 and 4) are therefore now to be
known as units L3, L4, LS and L6. The newly created units L1 and L2 are involved in
general relations with- the beneficiary countries, in paricular, the development of the
European agreements ‘dnd trade-matters:

In spite of a considerable increase in the funds managed by the Phare programme,
staffing remained essentially constant in 1993 as compared {o 1992. The replacement in
1993 of non-statutory staff by Commission officials as shown in the table below, while a
positive step in a long term perspective, caused various problems and dislocations
inherent in a period of large staff turnover.

A. DG I/L, only ex-"PHARE OPERATIONAL SERVICE" UNITS (Prmcupal Counsellor -
and Staff, Units L3, L4, L5 & L6)

END 1992 END 1993 DIFFERENCE
Officials 39 ‘ 66 + 27
(permanent and
temporary, all grades,
including secretarial
staff)
Non-statutory staff 84 59 -25

(seconded national
experts, service,
contracts, all grades
including secretarial)

TOTAL 123 125 + 2
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V- SPECIFIC ISSUES

5.1 Assessment of the reform efforts in PHARE countries in 1993

Stabilisation and liberalisation have been largely completed in all the PHARE countries.
Nevertheless macroeconomic policy continues to be dominated by the need to control
inflation and, in those countries faced with fiscal crisis, by the need to reduce budget
.deficits. "The Visegrad countries (the: CSFR Hungary and Poland) had accompllshed._.
stabilisation and liberalisation by the end of 1991 and began to focus more attention on'
structural reform. Slovenia has since caught up with them, and Bulgaria, Estonia and
Latvia are foliowing with somewhat of a lag. Slovakia since it became independent at the
start of 1993 has tended towards a more interventionist and gradualist approach. Albania,
Lithuania and Romania have been more hesitant about adopting and pursuing a coherent
reform strategy.

5.1.1. Economic performance in 1993

Only two countries experienced growth in 1993: Poland, where GDP rose by 4.5%, and -
Albania, with growth of 11%, which resulted from the continued recovery of agriculture
after its collapse in 1990 and 1991. [n the other countries output again declined, though in
all of them by less than in 1992: the fall in GDP ranged from about -1% in the Czech
Republic, Hungary and Romania to -17% in Lithuania. Fixed investment continued to fall
in most countries, and in some the decline even accelerated. .

Inflation slowed everywhere except in Romania. It was relatively low (between 20% and
35% year-on-year)-in Hungary, the Czech and Slovak republics, Poland and Slovenia, but
remained very high in Lithuania (410%). :

Unemployment has stabilised, at least temporarily, at 14-16% in Bulgaria, Poland, the

Slovak Republic and Slovenia and 10-12% in Hungary and Romania. In Latvia it is lower

but rising, while it is still very low in the Czech Republic, Estonia and Lithuania. In all of

these three countries this.reflects significant hidden unemployment, although in the Czech

Republic it is also explained by a particularly tight labour market. Within most eountries .
there are sizeable differerices among regional unemployment levels. Productivity

improved significantly in Poland and Slovenia in 1993, and to a lesser extent.in Hungary.

Serious fiscal imbalances face Albania, Bulgaria, Hungary, Poland and Slovakia, though

the situation ifproved in Poland in 1993, as the strong performance of the ecanomy .
helped generate increased revenue. The trade balance deteriorated acutely in. 1993 in

Hungary and Poland, and less sharply in Bulgaria and Slovenia. in Hungary's case the

positive aspect of this development is an increase in imports of investment goods. Most

other countries have seen a slight improvement in their extemnal accounts.
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5.1.2 Liberalisation and derequiation

The far-reaching liberalisation and deregulation of the PHARE countries’ economies
encompassed liberalisation of prices, a new legal and regulatory framework, an opening
up of the economies 1o international markets and a switch 1o convenrtible currencies.

For almost all countries, the liberalisation of prices and the removal of administrative
allocation mechanisms and subsidies were largely completed by the end of 1992. In
Romania this liberalisation process was -completed by the end of .1993. Most of the
remaining price’ controls and consumer subisidies in the PHARE countries afe on r‘ents :
household energy, utilities or transport services, and can be considered largely compatible
with market economy standards.

Simultaneously, the PHARE countries undertook the major task of adjusting their
legislation to the standards and requirements of a market economy. New company,
accountancy and auditing laws, together with competition legislation were in place at a
very early stage of the reform process. In Bulgaria and Romania some legislation still has -
to be passed by Parliament. Albania is lagging further behind. The legislative and
regulatory framework being put-in place is generally adequate. The main deficiencies.
and challenges for the future lie in the enforcement of the laws and the inadequate
administrative capacity for implementing and supervising them. The dispute resolution .
mechanisms are .also often very weak. This can cause confusion and may be a deterrent -

to investment.

A priority in the reform process was to lay down a clear basis for the acquisition and
protection of property rights. Although this was achieved relatively quickly, in some cases
rights are still unclear or restricted. The restitution issue is a source of confusion in some
countries, such as Poland, where the main law has yet to be enacted. Almost everywhere
restrictions on'the purchase of land by foreigners were introduced and are, in some cases,
disincentives to business. In several countries there is room for further amendment and
modemisation of legislation on land ownership. In addition, in all countries there is room
for improvement of the systems for the recognition of property rights so as to promote and
sustain the development of real estate, housing or mortgage markets. :

External liberalisation has also been far-reaching: tariffs, quotas and licences have been.
rapidly dismantied, except in Albania, where restrictions are still in place. .

Trade liberalisation was supported by a rapid introduction of current account_convertibility,
which gave domestic operators access to foreign exchange and allowed exchange rates
to be ddjusted to sustainable levels. Only.minor restrictions such as ceilings on travel.
allowances remain in force. In Romania, because of a sustained gap between the official
and parallel exchange rates, there is insufficient foreign exchange to meet import. demand
and rationing is applied. The exchange rate regimes are extremely diversified across the
region.

Finally, most countries have opened their economies to foreign investment through very
liberal legislation, allowing full foreign ownership, transfer of profits and repatriation of
capital. In Albania, although a suitable legislation exists, the treatment to which some
foreign investors are subjected acts as a disincentive.



5.1.3 Privatisation and restructuring

The PHARE countries have generally focused on privatisation as one of the means to
enhance the development of a competitive productive sector. Restructuring has been
less actively pursued, although there is a growing awareness of the urgent need for
enterprise restructuring. Privatisation of itself does not generate improvement in efficiency
and the newly privatised firms must often be restructured to operate effectively in a
market system. Moreover, it is now clear that with the exception of the Czech Republic,
pnvatlsauon will be a slow process and that a large state-owned sectar will dominate the
economy for some years. More urgently, the accumulation of inter-enterprise arrears and
bad loans is now raising problems for the sustainability of reform programmes.

Privatisation has not progressed uniformly throughout the region. Although by the end of
1992 the legal basis was in place in all countries, there were some impediments to
implementation, such as the issue of restitution or compensation, which has slowed down
small-scale privatisation in Poiand and the privatisation of agricultural units in Hungary
and Latvia. In. most countries, small-scale privatisation, together with privatisation of
housing and agriculture, is under way; in the Czech and Slovak republics it is almost
complete.

Large-scale privatisation has advanced in the Czech ‘Republic under the voucher-scheme, -
where it has been most rapid, and in the Slovak Republic, Hungary, the Baltic states and,
to a more limited extent, Romania. In most countries, however, the first major step in
- large-scale privatisation was the transformation of state-owned enterprises into joint stock
limited liability companies. In some countries, this process entailed some restructuring
through dismantling of large companies into smaller unils, as in Bulgaria, but this
generally did not improve enterprise behaviour. Nowhere is privatisation a -smooth
process; all countries have encountered-obstacles, from the inadequacy of legislation in-
Albania, to the lack of political consensus in Bulgaria, or the levelling-off of demand for
state-owned firms in Hungary.

~ Only following the withdrawal of state subsidies, the removal of preferential access to
credit and the 'enforcement of credible bankruptcy laws can the restructuring of-
enterprises ‘take place through market forces. In most PHARE countries these three
conditions. have ‘not yet been met, though in ail of them the dlsmantllng of direct
production subsidies is fairly complete.

Bankruptcy legislation in most CEECs is still weak. It is non-existent or inadequate in
Bulgaria and -Romania; is not enforced in Albania and the Czech and Slovak republics and
Siovenia; and lacks the institutional framework for implementation in the Baltic states. In
Poland, legisiation *The Enterprise and Financial Sector Law”, was passed in 1993 to.
facilitate out of court settlement of enterprise debt cases. This law is designed to avoid the
situation which arose in Hungary in 1992 when rigorous bankruptcy legislation was
introduced but the commercial courts did not have the capacity to process the massive:
wave of bankruptcy proceedings triggered by this legislation.

Financial discipline has not been rigorous and inter-enterprise arrears and bad loans in the
banks' ‘portfolios are becoming an acute problem, amounting in all countries to several
percentage points of GDP. The chain reaction of liquidity problems makes it difficult to
distinguish profitable and unprofitable companies. At the same time, banks are prevented



from making resources available for new investments. Some countries have begun to
address the problem of bad debts. Hungary and Slovenia opted for a strategy of
substituting state bonds for bad loans. In the CSFR, a consolidation bank to which bad
loans were transferred was set up. In Poland, the major banks have established units to
manage the bad loan portfolios as a part of a comprehensive national scheme to deal with
the bank-enterprise dept problem. [n the Baltic states, some progress has been made
with restructuring and consolidation of banks.

The difficulty of enforcing financial discipline without generating massive closures of
compames has. prompted some govemments to adopt a cautious restmcturmg policy. This.
often’leads to a_kind of wide screemng of state- owned companies to select companies
which need temporary support or companies which can be reorganised or those which will
be liquidated. Such a screening has been initiated in Hungary, leading to some temporary
sectoral support programmes and to the selection of companies which will remain
permanently state-owned. Similar actions are to be initiated in Romania.

in contrast to the slow progress in restructuring and privatisation, the expansion of the
private sector has been rapid in all PHARE countries as a result of the sustained creation
of small and medium-sized enterprises. .This indicates the ability of these economies. to
generate a supply response and suggests that the prospects for investment may improve. .
The share of the private sector in GDP ranges from about 20% in Bulgaria to 50% in. the
Czech Republic and Poland. The private sector dominates construction and retail trade,
with shares ranging from 50% to over 80%, but is much less present in industry, with
shares of 13% to 33%.

5.1.4 Financial sector

The financial sector has a key role to play in the transition, as it is expected to be an.
important channel for allocation of resources according to market rules and the main
support for an uptum in investment.

All PHARE countries have taken the first step of the reform, i.e. setting up a two-tier
-banking system in which the financial inter mediation functions are $eparated from the
central- bank functions of monetary control. All countries have ended administrative
allocation of domestic credits and many have deregulated interest rates. Some countries,
- however, have kept credit ceilings or preferential credits for some specific purposes.

However, there is still considerable room for improving efficiency in the banking sector in
most countries. Although small.banks have mushroomed many of these banks focus on
short term trade and foreign currency operations. The banking sector is still dominated by
the large state-owned banks, which tend to dominate certain regions or sectors of the
market (e.g. agriculture). They are highly specialised and not familiar with commercial
practices. Except in the Czech and Slovak republics, Estonia and Poland, where .at least
some large state banks have been privatised, bank privatisation is only beginning in other
countries. Overall the sector is still uncompetitive. Most-banks began with very low
capital/asset ratios and continue to suffer from the high share of bad loans in their
. portfolios. Until the banks have been recapitalized they will be unable to participate more .
actively in the enterprise restructuring and the privatisation process and to enhance the
development of financial markets. A comprehensive recapitalisation scheme is underway
in Poland and is being launched in Hungary.



5.1.5 Fiscal reform

For the government seclor, the transition to a market economy implies major shifts away
from the legacy of central planning: an overall reduction in the size of the public sector, an
extension of the tax base to sources other than enterprises, a streamlining of social
benefits to target them on vulnerable groups, and the transfer to the state of those aspects
of social protection that previously were the responsibility of enterprises.

All the PHARE countries have made significant progress in modernising their tax systems,
except Albania which has begun only recently. Apart from Hungary, which introduced’
personal income tax, VAT and corporate tax at a very early stage of the reform and the
Baltic states and Slovenia, which initiated the reform in 1990 and 1991, most of the
changes in tax systems occurred in 1992 and 1993.

Most countries have experienced a collapse of their tax base and the accumulation of
large tax arrears. This reflects the steep fall in output, particularly 'in the state-owned -
sector, which until recently was the main source of revenue.  Furthermore, because of
weak tax administration, the new systems are not being effectively implemented; in
particular, the expanding private sector generates less revenue than it should, because of
widespread tax evasion. This heightens the risk of fiscal crisis.

On the expenditure side, all countries have difficulties.in restructuring the social protection

-system. Although basic social insurance legisiation is in place, social benefits still have to
be targeted more narrowly on needy groups. The Phare countries have, at best, made .
. limited progress in streamlining their generous social security systems. Reforms in the
areas of social assistance/social work and the development of occupational/private
insurance schemes are still outstanding. Other aspects of social sector. reform, notably
improving education and health services, will probably necessitate an increase in public
expenditures. The next priorities will be an active labour market policy and the
rehabilitation of infrastructure that is so necessary to improve the business environment.

5.2 The Copenhagen Initiative - Phare Support for Infrastructure Development

The Phare 1993-97 Guidelines, while maintaining the emphasis on the role of Phare in
supplying technical assistance for the transformation process, defined the possibility for
an increased use-of Phare funds. for investment purposes. The Guidelines identified the
following sectors as the most relevant: environmental improvements, energy savings,
regional. reconversion, job . creation, ‘SME ' development, research, education, health,
housing and infrastructure.

The most important initiative in 1993 in this respect was that the Europearn Council at it
meeting in Copenhagen in June 1993 decided that as from 1993 up to 15% of the total
Phare budget could be made available in support of the implementation of infrastructure
investments, notably in the areas of energy, telecommunications and transport.

Through the Copenhagen Co-financing scheme financial support will be provided for a
limited number of major infrastructure investments.. The main criteria for eligibility are
that (i)-the intervention is'linked with progress in restructuring or reorganising the sector in
question; (ii) the project is bankable according to normal criteria applied by international
financing institutions (IFIs); (iii) the project is cofinanced with one or several of the IFis
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and the Government; (iv) that the Phare contribution is a necessary part of the
Government contribution and advance the date of project finalisation or make the project
feasible at all, (v) Phare will not replace private financing and (vi) the project is of
Community interest.

The Copenhagen Co-financing scheme was used in 1993 in support of the upgrading and
integration into the European network of the E-20 railway line in Poland between the
German border and Warsaw. Phare through the 1993 National Programme for Poland
financed 30 MECU out of total investment costs of approximately 450 MECU. 1t is
envisaged that approximately 100 MECU will be used for co—fmancnng of transport and
energy mfrastructure mvestmenls in CEEC's m 1994 . .

In addition to the Copenhagen Co-fmancnng scheme, Phare provided approximately 35
MECU in 1993 for the elimination of border crossing bottlenecks in the region. These
projects, concentrating on high impact, urgent interventions, supported the upgrading of
basic infrastructure in the border crossing area, the establishment of and equipment for
customs clearance and control facilities. By focusing on the main international corridors,
coherence and complementarity with larger ongoing or planned infrastructure investments
“have been ensured The projects have generally been cofinanced with recipient countries
and with Phare providing 50% of financing.

5.3 Health

Health care systems have been placed in a precarious position due to the difficult socio-
economic situation faced by the countries of Central and-Eastem Europe. Reform of these
systems is essential if they are to become viable and affordable in the context of a market
economy while at the same time being socially acceptable. Health care restructunng is a
key pnonty of Central and Eastern European govermnments.

This need for restructuring has come at a time at which the countries in question find
health standards in decline and the gap between East and West growing. Health care
systems are deteriorating with unsuitable infrastructure, shortages of medicines and
- inadequate staff. The financial situation in the health care sector is critical with. senously
shrinking resources and badly targeted and uncontrolled spending.

Priority areas are: (i) reform of planning and management, (ii)-decentralisation of health
care, (iii) the development of community heaith care (family practitioners, etc.), (iv) the
introduction' of ways of keeping access to health- care as open as possible, (v)
improvement of the qualifications of health care staff and (vi) the development of
preventive medicine and action to tackle the causes of disease. :

Phare's first activities in the health sector sought to ensure that various basic heaith
services continued to be available, while at the same time supporting the first steps in
institutionak reform and the definition of new health care policies. The health care systems
at greatest risk were therefore supplied with consumables. However, this- type of
assistance, similar to humanitarian aid, was limited to the early phases of reform.

By encouraging CEECs to adopt a strategic approach to health care, Phare is now aiming
to support reforms which will provide the foundations of systems which can develop in a
new social and economic setting and take on board the concepts of cost/benefit and
comparative advantage. Such strategies are becoming a part these countries’ medium-
term health care policies.
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Priority areas for Phare support are (i) financing of health care expenditure (budgetary
practices, cost control, personnel salaries, contribution systems), (ii) the reorganisation of
health services (particularly the movement from a centralised hospital system to one
focused on family medicine, ambulant care and privatisation), (iii) pharmaceutical
policies (legislative framework, price policies, reorganisation of supply and distribution,
- including privatisation), (iv) training of personnel, (v) activities related to the promotion of
preventative medicine.

Phare is now operaling in ali of Central and Eastern Europe apart from Slovenia, either
through sectoral programmes (Romania, Bulgaria, Poland, Albania and Hungary) or
through a GTAF  (Lithuania, Latvia, Estonia, Czech Republics and Slovakia). Phare
commitments by the end of 1993 were ECU 100 million (excluding humanitarian aid), for
programmes lasting an average of three years.

With a view to concentrating assistance resources in the health care sector, Phare has
recently put together programming guidelines intended for aid coordinators, health
ministries, Commission delegations, multilateral partners, Community Member States and
technical assistance staff involved in drawing up Phare health care programmes.

5.4 Public Administration Reform

‘Whiist the pivotal objective of PHARE has been to contribute to the process of economic -
reform, Structural adjustment and sustainable development through the provision of .
support focused on the four-core areas defined in the 1993-97 guidelines, it has been - °
necessary to broaden the range of sectors and issues implicated in the process of
economic reform. Assistance for reform in the area of public administration has during
1993 taken on a greater urgency and-a higher profile than was previously the case in the
first years of PHARE.

The process of decentralisation, deconcentration and transforrnation of the state involves
a complex range of interventions, and the reform of public administration has already
been a feature of some sectoral programmes. Subsequently, the need has arisen to
develop fully-fledged stand-alone assistance -programmes in order to introduce reforms
into the structures of central and local governments in a more concentrated form. Thus,
-PHARE: support in the area of Public Admirnistration has been directed at two levels: i)
- local and regional government if) central govemment. In addition to the programmes -
already underway in-the Czech Republic, Hungary, Poland and Slovakia support
amounting to 7.2 MECU is being. provided through the respective GTAFs within the
framework of the National Programmes in Bulgaria, Estonia, Latvia and Lithuania. A first
phase of assistance has also been approved for Albania in the forrn of a package which
combines support-to both central and local government. As a necessary part of co- -
ordinated support, all the above- Natlonal Progmmmes work in conjunction with the
Reglonal Programme SIGMA.

A horizontal approach to public sector management and public administration reform is at
the forefront of assistance towards institutional development and change, but it is a
sensitive sector susceptible to political whim, sometimes requiring unpopular decisions
and with an impact on civil servants who are traditionally conservative by nature.
"Therefore in 'some instances, implementation has been delayed or slowed down by lack of
political will and change of circumstance. Reform of the public administration should be
viewed as a slow process requiring sustained support over the years as it tackies the core



issues of central government reform, public finance and budget,; decentralisation of public
services, reform of management systems, civil service reform and training. In addition,
with the recently acquired powers and responsibilities of local authorities, a massive effort
in terms of human resource development is required as new legislative frameworks
emerge and local governments assume greater autonomy.

In 1993, further to the EURO-GTAF of Hungary and SIERRA (Poland) four new
programmes in support of the implementation of the Europe Agreements were initiated in
Bulgaria, the Czech Republic, Romania and Siovakia. The underlying importance of
support to public administration reform is further evidenced by the emergence of the
Europe Agreements as the new legal and political framework for Community assistance.
“The ability of the central administrations to draw up policies, administer, approximate and
implement legistation effectively and efficiently within agreed time frames will be
essential. Therefore-the strengthening of administrative capacities of the CEECs and the
creation of satisfactory conditions of employment for the civil service during the
forthcoming years will be crucial.

During 1993 important initiatives were taken with the Council of Europe in the realisation
of two joint programmes totalling some 2 MECU: a programme in Albania covering legal
system reform .and" assistance 10 local government reform and legal reform in Estonia, -
Latvia and Lithuania within the framework of the Council of Europe's LODE and THEMIS
programmes. Both of these programmes financed from- multi-disciplinary funds are
viewed as experimental models of co-operation with the Council of Europe incorporating
-the cost-effective pooling of resources to satisfy a common need in the CEECs in the area.
of local democracy.

4

55 Cross Border Cooperation

In recognition of the specific development problems normally faced by border regions and
of the key role that cross border cooperation initiatives can play in the creation and
development of networks between the CEECs and the member. states of the EU, the
European Parliament (EP) requested in the commentary to the 1993 budget that up to 15
MECU of the Phare programme budget (B 7600) be set aside for CEEC/EU cross border
cooperation and that at ieast 5 MECU be used for similar CEE/CEEC measures. The EP
request was based on the positive results generated by the Commiunity's structural funds .
initiative INTERREG ‘which is aimed at cooperative development across national borders -
with the EU.

Early in 1993, the Commission services (DG | in close cooperation with DG-XVi) started a

process of project identification, involving the receipt of initial project proposals from the -
Member States - which ‘were subsequently discussed with the CEECs in the Phare

programming process. A number of these projects were selected in -addition to those

proposed -by the CEECs, with the result that by the end of 1993 some 14 MECU was

. committed for projects of cross border cooperation between Albania, Bulgaria, the Czech

Republic and Poland and their respective bordering EU member state and over 40 MECU
- committed for cross border . initiatives between the CEECs. Both groups of projects

involved primarily infrastructure (border crossing) and environmental projects. Most of the

CEEC/EU initiatives linked up directly with projects included in INTERREG. An overview

of the CEEC/EU projects is provided below.
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PROJECTS OF CROSSBORDER COOPERATION
WITH MEMBER STATES FINANCED BY PHARE IN 1993

COUNTRY PROJECTS AMOUNT
(MECU)
ALBANIA Border Crossing at Kakavia/Ktismata 0.5
BULGARIA Environmental Study, Mesta (Nestos) River 0.7
CZECH Border Crossing in Folmava and Bavaria 1.5
REPUBLIC
Northern Bohemia - Saxony Regional 1.722

Programme. Includes the following cross border
impact aclivities:

- Cargo Railway Crossing at Vejprty

- Border Crossing at Mnisek

- Border Crossing at Moldava

- Ferry Connection Reiharsdorf/Schona-Hrensko
- Border Crossing at C. Potok-Johstadt

- New tourist track Loucna-Oberwiesenthal

- Joint sewage system for village Cesky Jiretin
- Waste water purificationplant Moldava

- Disposal of waste water Petrovice-Bahratal

- Waste water purification Vejprty-Barenstein
- Border tourist path Brandov-Olbernhan

- Landscape protection in area Cinovec-

_ Petrovice
POLAND Border crossing (bridge) in Olzyne/Forst 6.8
' Border crossing at Kalboskowo, Route E28 2.8
TOTAL o 14.0226
PHARE
Funding

In the process of identifying and launching the cross border initiatives, a number of policy
and implementation issues were raised. The CEECs were ‘initially . reluctant te take up

proposals for projects in border regions with Member States, as these regions were

already in a better economic and social position relative to other border areas of their

countries, which in their view, needed more support.

Although in several instances and within'the context of INTERREG |, there were contacts
at local and regional level between a Member State and a CEEC, there was little evidence
of such contacts being reflected within the plans and objectives of central government
departments dealing with. Phare. The cross border exercise should assist in improving the
-communication channels between regions and the centre within the CEECs in regard- to
Phare programming. ‘

6 This amount is only what PHARE programme contributes to investment that may be of larger
value. It does not include contributions from the side of the Community member states.



Although the implementation procedures of Phare and Interreg are different, the
experience gained in 1993 showed that with close coordination and cooperation cross
border initiatives can be successfully programmed and implemented both between the
CEECs and the EU Member States and between the CEECs. The "demand driven”
approach of Phare was maintained and the overall exercise will be useful in developing
experience for the programming and implementation of similar exercises involving two
community assistance programmes.

5.6 Co-ordination with other donors

Aid co-ordination has been a major preoccupation of the Commission since the beginning
of the PHARE programme. It has over time strengthened its efforts to achieve
complementarity of aid through closer co-operation with the IFI's and bilateral donors at
the various stages of the programming and project cycle. In addition, co-ordination
contributes towards the sharing of experience among donors. The Commission's
commitment to aid co-ordination was reconfirmed in the PHARE guidelines 1993-1997 in
which it is underlined that "aid-co-ordination including co-financing with the G-24 countries
- and the multilateral agencies will continue to be a major consideration for the
Commission”. In addition, the gquidelines stress the importance of the "synergies with
major sources of finance such as EIB, EBRD and the World Bank". Although there is a
great variety in the nature of co-ordination, it is evident in all sectors, and indeed, for most
programmes. Though the key pariners are the World Bank, EBRD the EIB and Member
States, a number of other bilateral bodies have been involved.

Co-ordination takes place in a variety of ways as indicated below:

The Commission continues to liaise closely through a regular exchange of information,
working meetings and joint in-country missions with the IFl's such as the IMF, World -
Bank, EBRD and of course directly with the EIB. This is aimed at ensuring consistency of
- views and objectives on macroeconomic policy and sector strategies, as well as a better
division of labour in providing assistance. For example the IMF is the main source of the
initial advice to central banks on policy and the regulatory and supervisory framework.
PHARE support is then provided in close co-ordination with the Fund for the subsequent
- technical assistance, training and infrastructure, such as computer systems, needed to
develop the institution. Such operations have been undertaken in all CEECs. Similar co-
operation with the IMF is ongoing in the area of fiscal reform.

Where reform strategies do.not exist, the Commission has been instrumental in assisting

:the national authorities in developing appropriate sectoral policies and strategies which
are often followed by financial operations. For instance, in Romania a medium term
agricultural strategy. has been developed with the assistance from the PHARE
" programme, World Bank and the EBRD in addition to several bilateral donors. It will form
the basis for future financial support. Similar support has been provided for strateqy
formulation in the agricultural sector in Bulgaria and Poland. {n the Romanian banking
sector a co-ordinated approach involving a 60 MECU EBRD loan through a local bank
combined with PHARE technical assistance was developed. In Albania an operation of
this type. was camried out for the health sector. In Poland a major programme to
recapitalise banks.with substantial bad loan portfolios is being cofinanced with the World
Bank, EBRD and UK, French and US AID, involving a total donor contribution in excess of
500 MECU. A similar programme is under discussion in Hungary.
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PHARE technical assistance for feasibility studies and technical assistance provides
opportunities for subsequent foans and investment operations by the EIB and EBRD. The
33 MECU made available in 1992-93 under the Bangkok facility led to an estimated 434
MECU EBRD participation in investment projects ranging from transport, water and waste
treatment and energy to capital paricipation in enterprises. Similarly, studies financed for
the EIB resulted in several major loans to a total of some 635 MECU being signed and
others being considered in various fields including air transponrt, telecom and energy.

Under the G-24 mechanisms regular meetings are held at the level of senior officials and
sectoral working groups to ensure coherence of policy and objectives, as well as to
discuss possibilities of common action in specific sectors. Phare technical assistance has
been provided to set up aid co-ordination units in all CEE countries to co-ordinate G-24
assistance at the national level. At the sector level, the management and financing
mechanisms put in place for PHARE sector programmes also provide a framework for G-
24 aid initiatives. Examples are the four major environment programmes in Poland,
Hungary and the Czech and Slovak Republics that co-ordinate bilateral assistance
ranging from policy development to specific projects. Similarly, in Hungary the SME
programme management proviges support to bilateral operations, and thus twelve G-24
-donors, including Austria, Finland, USA and Turkey, have cofinanced projects under this
scheme. Under the auspices of the privatisation programme in Slovakia, UNIDO,
PHARE, French and German bilateral aid arc: co-operating in creating a subcontracting
advisory service for local enterprises.

Other aid co-ordination initiatives include the co-ordination of sector policies and
assistance strategies in the context of the discussion on the Orientations Papers. Finally,
PHARE is contributing to improved donor co-ordination through its support for public
investment planning-in Lithuania. Similar assistance is foreseen for Latvia and Estonia.

5.7 Direction of PHARE

The process of economic transformation falls into two stages. The first includes shori-term
stabilisation through macroeconomic measures (interest rates, credit control, reduction of
budget -deficit...) combined with liberalisation .of trade, prices and current account
convertibility. In addition the legal, regulatory and institutional framework required for a
market economy needs to be established, together with the formulation and starting up of
reforms in key sectors (privatisation, banking, l!abour market, private sector
development...). These are essential prerequisites for economic restructuring.

The focus on PHARE assistance up to 1992 has reflected the requirements of this first
" stage of the reforms. The concentration was on traditional technical assistance, such as
the studies, training and expertise needed for policy formulation, legislation, . institution
building ‘and for initiating reform programmes. Other forms of support were provided, but
up to 1992 these were largeély limited to investment schemes for specific purposes, such
as credit for SME's or small farmers, or the supply of essential goods to countries facing
particular difficulties.

The second stage of reforms is more -complex. It concems the fundamental long term
restructuring of the national economy and increasing the share of the private sector. This
involves, inter-alia, a substantial shift to private ownership, reorganisation of remaining
state entérprises, modernising banking and financial systems or measures to mobilise
investment and upgrading infrastructure. The dismantling of barriers to setting up and
developing private firms is equally important. A major restructuring of the education and
training system is required, including large scale programmes for professional and
vocational training. Finally, a thorough reform of public administration and the
establishment of the basic institutions of a civic society are necessary.
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The first phase of transformation is well under way and certain PHARE beneficiary
countries are now beyond the initial stages of reform. They are entering the second stage
of reform characterised by a diminishing need for classical technical assistance and an
increasing requirement for large scale private and public investments with an important
multiplier effect. Public investment will, however, due to limited mobilisation of domestic
saving and the budgetary restrictions necessary to maintain internal macroeconomic
equilibrium, have to be financed by a combination of loans provided by IFl's, budgetary
means and external grants.

The Europe Agreement provides the framework for preparing the associated countries for
future membership of the EU. This was confirmed by the European Summit of
Copenhagen. There will therefore be a need for structural assistance to help to adapt the
economic, social and physical structures of the CEEC to the requirements of integration.
Examples are the improvement of physical links between the EU and the CEEC (as well
as between the CEEC themselves) in fields such as transport, telecommunications. or
energy and support for regional development in areas facing difficulties due to the
reforms. Finally, greater attention could be paid to ‘sensitive’ sectors such as steel, with
the aim of removing potential. conflicts through better mutual cooperation. A number of
operations along the above lines are underway, but these will need to be developed -
further within a medium term programming framework. :

PHARE has already, or, is in the process of, providing investment support within the limits
of the existing guidelines. This support is extended to the private sector in situations of
market failure where neither local financial institutions nor external sources can' provide
the necessary resources. The lending efforts of the EIB and EBRD are supported as are
those of appropriate domestic financial intermediaries. In the public. sector, PHARE
‘support has been effective in developing and improving the efficiency of national financial
instruments. In addition, PHARE has financed urgent infrastructure on a limited ‘scale and -
infrastructure programmes with a demonstration effect. -Finally, PHARE is co-financing
infrastructure with IFI's in accordance with the eligibility criteria and within the financial
ceilings decided by the European Summit of Copenhagen (see 5.2).

These various avenues of investment support are not sufficient if PHARE is to respond to
the needs of the CEECs-in a significant way and is to continue 1o have the impact sought -
‘by member states. There is, therefore, a need to increase the existing possibilities for
- investment support in addition to further developing the investment operations already
underway.

A multiannual assistance prograrnme with the twin aims of helping to accelerate the
transformation process through support for strategic investment (together with the major
lenders of capital, the EIB, EBRD and IBRD and the private sector) and to continue
- support-for structural reform carried -out within the context of the implementation of the
Europe Agreements would be an effective means to support and sustain the process.:
leading to accession. Such a programme could serve-to reduce the costs of membership
of the CEECs in the European Union.
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|PHARE PROGRAMME 1
SYNTHESIS OF NATIONAL PROGRAMMES 1933
[NATIONAL PROGRAMMES [ 801.0]
ALBANIA 65.0]
ALS301 Balance payments grant 35.0
AL9302 Tempus 25
© [AL9303 - Health 6.0
AL930S Private sectoc development 7.0
ALISI0G Enviconment 33
AL9307 Public administration reformn 1.2
ALI308 Agriculture (ARISE) 10.0
BULGARIA 90.0
BG9202 Nuclear safety reconst. BG9107 4.8
B8G9301 Health 105
BG9302 Tempus 15.0
8G9303 Private sector 6.0
BG9I305 Taansfom. of customs © 8.0
B8G9306 Financial sector 5.0
BG9307 Enengy 8.4
BG9308 Transport 35
BG9309 Telecommunications 2.0
‘{BG9310 Environment 7.0
BG9311 Nudlear safety 3.8
BG9312 {GTAF Social & labour market 20
BG9313 GTAF Social dialoque 20
BGY314 GTAF Education 1.0
BGI31S (GTAF Manag. training ‘1.5
BG9316 GTAF Implem.Europe agr 20
8G9317 GTAF Public admn. reform .3.0
18G9318 GTAF Statistics 30
BG9319 GTAF Aid co-ordination 1.5
CZECK REPUBLIC 60.0
CZ9301 Tempus 8.0
CZ9302 Private sector develop. 270
CZ9303 - {nfrastructuce 9.0
CZ9304 GTAF 8.0
CZ930S Human resources 8.0
: ESTONIA 120
JES9301 Tempus 1.5
ES9302 GTAF 10.5]
JHUNGARY 104.0
HU9208 4|_T'redn. asstst ‘1.0
HUS301 Tempus 16.0
. % o m 10.0
OB e secior devatopr T T aTOl
13304 Agricullure 305
HU930S | Technological develop. 10.0
HU3306 Assistance co-ordination 1.5
LATVIA 18.0
LEY301 Tempus 20
LES302- GTAF 160
UTHUARIA 5.0]
L9301 Tempus 25
19302 GYAF 229




POLAND 225.0

PLI301 Tempus 35.0
PL9302 Upqrading statistical inf. 12.0
PL9303 Quatity coatrol 5.0
PLI304 Finaacial sector 10.0
PLI9305 Customs 15.0
PL9307 Safe socety 10.0
PL1:9308 * {Transport 180
PL9309 Transpod infrastruclure 30.0
PL9310 Tounsm 8.0
PLI31T Foreign investment 10.0
PL9312 Rural and agriculturat 30.0
PL9313 Posts & Telecom. 7.0
PLI314 Training & education ref. 100
PLI31S . “|Enterprise restruduning 7.0
PL9316 Flexible resecve TA. 16.0
PL9317 Fiesta {{ Commerce 1.0
PL9318 Fiesta Il Securities 1.0
ROMANIA 130.0

RO9302 Tempus 18.0
RO9303 - Prvatle seclor develop. 70.0
RO9304 Computer. customs 10.0
RO9305 GTAF 27.0
RO9306 Agriculture 5.0
SLOVAKIA 40.0

SR9301 Tempus 5.0
SR9302 Private sector develop. 19.0
SR9303 lnfrastruciure 5.0
SR9304 icutiure 3.0
_S_R%OS GTAF (!l 5.0
SRS308 |Huyman resources 3.0
SLOVENIA 11.0

$19301 Tempus 3.5
SL9302° GTAF 7.5
{ Rx_:YUGOSLAVM 250
_ -|[MA9301 ~ |FYROM-importation 25.0




PHARE BREAKDOWN OF 1993 COMMITMENTS:BY SECTOR AND COUNTRY (situation at 31.12.1993)
3 - {Mécus)
SECTORS 3‘ AL [ 1] [£] W (13 " .o RO 2 [1} v (18 AP or TOTAL L
Private sector, Resiructuring, Pvatissilon, SME's ; PR 1.0 14.0 31.0 2.0 70.0 21.0 19.0 190.0 19%
+
Finsaclsl sector N 5] 350 5.0 20.0 10.0 70.0 ™
Adminisiration and Publie Inttitutions AD 1.2 1.2 0%
Agdeutturat restructuring = |ag 100 208 3.0 5.0 2.0 73 %
Environment snd Nuclear Safaty “ |en 13 184 200 389 o
C4 .
Soclal devalopment snd Employmaent 180 14,8 0.0 2.0 3.0 10.0 4.8 % .
Education, Training 344 Researen ) 2.5 12.8 1.8 - 200 20 48.0 2.8 18.0 8.0 80 33 208 9.9 182.2 16%°
Pubite heatth (! = |se 8.0 : ' 8.0 W
Infrastrueturs [Ene gy, Transpon, Telecom.) N EIN 13.9 150 10.0 3.0 5.0 34.0 146.9 150 -
inlagrated Raglons| Measures [ ILl_ 30 . 3.0 o’
Humsnitadan and €ood Al A 10.0 . 9.0 230 [¢) “y o
Oamoeratisatioa S Joe 10.0 10.0 AL
Other (Mulllalselpliaary, OTAE, ate...) 3 JAA (1) 10.4 24 18.0 2.0 22.8 22.0 8.0 8.0 1.5 218 0.8 208.4 !
Total i 8.0 0.0 12,0 100.0 10.0 225.0 25.0 139.8 10.0 40.0 240 11.0 12,9 0.7 1,001.9 1008 "
10 L | % | A ]  tem] 2! 2124 | % 14% % | ] ] 1% 11% | 1% | 100% |
AL ® ALBANIA 5 1993 : 8Y SECTOR 1993 : BY COUNTRY
UG * BLOARIA : oy e o e e e s et 2 K
ES » ESTONIA 3 E
HU » MUN GAEY
LE « LATVIA
[ LITHQA.\‘-A ‘:
P s POLANG
RO « ROMANA :

CS * ox-CZECHOS LCVAKIA

€2 « C2ECH PEPL AL

SR # SLOVAK:A

YU ¢ ex-YUGC 5Lr t2 "exceot S'ovania)
SL » SLOVEN'A

GOR » ¢2-00F

NP ¢ Regiona: Preg 2~ es

CP o Oinher Prcgra—~ry

Lty Thug AMBUST =8 tans fiagAced oul ¢ 18 package cf Naansh programmes.
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~ Table 3°

o .
[PHARE PROGRAMME
SYNTHESIS OF REGIONAL PROGRAMMES 1993
|REGIONAL PROGRAMMES 112.3|
ZZ9305 Tempus lechnicat assist. 5.5
2729306 Tempus regional projects 10.3
229308 Regional energy sector 5.0
ZZ9311 Joint veature JOPP 215
7729312 Customs 10.0
2Z9313 Transport extension 92 4.0
ZZ9314 Transport 20.0
229316 Drug extension 10.0
279317 Nuclear safety 20.0




GENERAL OVER\:_/IEW OF BUDGETS SINCE 1990
(budget line B7-6000 - situation at 31.12.1993 - in Mecu)

Table 4

Appropriations for payments

Budget Appropriations for commitments
Year Initial Final Commitments Initial Final Payments
~ Budget Budget (1 Budget Budget
1990 - 300.0 500.0 500.0 300.0 350.0 171.0
1991 759.9 775.0 775.0 291.9 307.0 283.9
1992 1,000.0 1,0156.5 1,014.3 537.0 437.0 436.2
1993 1,040.0 1,005.7 1,003.9 447.7 521.1 521.1
Total 3,099.9| 3,296.2 3,293.2 1,576.6 1,615.1 1.412.2

(1) After decommitment of unused smounts.

it



SENERAL OVERVIEW OF;CONTRACTS - 1990-1993
situation at 31.12.1993 - iniMecu)

‘Coniracls concluded by the cofmmlulon headquarters and by the reciplent countries)

Table 5

Contracts concluded in

Year 1 Commitments
: 1990 1991 1992 1993 Total %
1 S22 3 4 5 6 723006 8= 722

1890 K §00.0 154.7 99.6 103.6 27.8 385.6 77.1%
1891 775.0 0.0 197.8 179.8 115.3 492.7 63.6%
1992 1,014.3 0,0 0.0 258.8 | 186.0 444.8 43.9%
1993 1,003.9 0.0 0.0 0.0 243.0 243.0 24.2%
Total ©3,203.2 154.7 287.4 542.2 5724 1,566.1 47.6%




GENERAL OVERVIEW OF PAYMENTS - 1990-1593
(situation 8t 31.12,1993 - in Mecu)

{Paymenis on Commlssion hauﬁuarfart conlracls + advance paymanis lo reciplents)

Table 6

Year ! Comfi\ltmlnu Pald on budget year
' 1990 1991 1992 1993 Total %
1 2 3 4 5 6 743106 8=72

1980 5000 171.0 131.0 51,1 68.6 4226 B4.5%
1991 775.0 0.0 152.0 189.4 148.0 469.4 60.6%
1992 1,014.3 0.0 0.0 215.7 161.5 377.2 37.2%
1993 . 4,003.9 0.0 0.0 0.0 143.0 143.0 14.2%
Total . 3,203.2 121.0 283.9 438.2 521.1 1,412.2 42.9%




[PHARE Programme,

AMOUNT OF OPERATIONS CONCLUDED BY YEAR - 1990-1993
(situalion at 31.1__2.1993 « in Mecu)

Table 7

o .}
Operations 1890 1991 1992 1993 Total
Committed 500.0 778.0 1,014.3 1,003.9 3,293.2
Contracted 1) 154.7 297.1 542.2 572.1 1,566.1
Pald (2 171.0 283.9 436.2 5211 1,412.2
(1) Contracts conclydod by the Commission headquariers and by the feclblenl countries.
(2) Payments on Commisslon headquarters contracts and advance paymenls o reclpients.
12000 -°
;f : n Commitied
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BREAKOOWN OF COMMITMENTS CONTRACTS AND PAYMENTS BY COUNTRY - 1990-1993
(situalion at 31.12.1993 - in Mecu)

4
»

Teole 8

1 -2 3 (1) 42372 5(2) 6= 52
Country Commitmants Contracts . . % Payments %
Albanla 0 195.0 149.8 76.7% 136.3 69.9%
Bulgaria 308.5 130.6 45.3% 124.2 40.3%
Estonla 22.0 8.5 38.7% 53 24.1%
Hungary 405.8 149.0 36.7% 196.3- 48.4%
Latvia 33.0 11,2 34.1% 7.3 22.1%
Lithuanlia - 46.0 14.9 33.0% 8.0 12.7%
Poland L 802.8 270.5 33.7% 277.6 34.6%
Remanla 441.7 225.0 50.9% 198.8 45.0%
ex-Czechoslovakia 233.0] - 102.9 44.2% 111.0 47.8%
Cz2ech Republic _60.0 8.0 13.3% 6.4 10.6%
Slovakls 40.0 5.0 12.5% 3.5 8.7%
ex-Yugoslavia [except Slovenla) 123.9 121.4 97.9% 83.0 67.0%
Slovenla : 20.0 11.9 59.7% 8.4 42.0%
ex-GDR 35.0 22.9 65.4% 25.9 74.0%
(Reglonal Programmes) ~380.1 210.0 54.0% 163.8 42.1%
(Other Programmes) 138.3 115.8 83.7% 56.4 40.8%
Tota! 3,293.2 1,566.1 47.6% 1,412.2 42.9%

/1) Zo~iracls concluded by the Commlulon headquartars and by the reciplent oomlrlns
'2) 2avments on Commission headqanrlm conlracls and advance paymenls lo reciplanis.
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BREAKDOWN OF COMMITMENTS CONTRACTS AND PAYMENTS BY SECTOR - 1990-1993

(silualion a1 31.12.1993 - in MeCU)

Table 9

(1; Cenlracts concluded by the Commlsslon headquarters end by the recrplenl counlries.

{2} Paymenls on Cemmission heodquaners conlracls and edvance paymon!s to reciplenls.

1; 2 3(1) 4= 372 51(2) 6 =52
Sect?_ors Commlitments Contracts % Payments %
Private sector, Restructuring, Privatisation, SME's 504.5 198.1 33.3% 200.4 33.7%
Financlal sactor : 161.7 89.3 55.2% 88.3 60.8%
Agricultura! restructuring 383.5 179.5 46.8% 191.8 50.0%
Eavironment and Nuclear Safoty 312.4 79.4 25.4% 85.7 30.6%
Social development and Employment 220.7 .28.7 12.1% 34.3 15.5%
Educatlon, Tralning and Research 448.4 374.9 84.0% 323.1 72.4%
Infrastructure (Energy, Transpon,':iTolecom.) 307.8 73.5 23.9% 65.9 21.4%
Administeation and Public Instituilons 40.2 20.7 " 51.5% 9.7 24.1%
Integratod Roglonal Measures ° 20.8 12.9 82.0% 4.4 21.2%
Humanitarlan and Foed Ald 385.8 339.8 74.2%
Publié health 8.0 0 0.0%
Democratisation . 10.0 0 0.0%
Other (Mullldiscipiinary, GTAF, alg...) 403.8 171.8 28.4%
Tota! : 5 Rl TR e AZR;

T3



Table 10

PHARE ’ . i COMMITMENTS FROM 1990 TO.1993 (situalion st 31.12.1993) .
+ N ) . . . . ‘ . . N Kbcus)
_ sectons H a | e " w u n [ u - oo | o @ | n ™ " - ap o0 e
Pebvaia saeter. Resirveioning, Privatisation, SKE's * 2000]  sas00 8] 113000 9 _ 80000 tu _ 6| soo0] 2000] new 0 o] 230 O TR
31 moe| o ol wom| o o] . __d o 0 o 0 N T Y Y
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Table 11

PHARE . CONTRACTS FRON 1990 TO 1993 (1) {siluation at 31,12,1993) -
- . ' . {Kécus)
SECTORS AL, [ LR £s Ky \e ”n u no’ obR cs [4] M v [18 A or tO1AL, -
Prvaie sector, Fest-uctusing, Privatisation, SME" . o] 1214 o] 40237, 0] 61840 3,840 19,988 | 38,604 0 0 0 o] 23,000 0 193,058
Financlal s ecter 20000 ] 1748 of 1818 o] _asa of 3 0 0 0 0 ) ° Y
Agreuliurat resiructoning : a.288| 20175 o] 12,548 of aram o] 3sam0 0 o 0 o ) 0 0 o]  tr9en
Environment ar. 4 Nuclear Satety ] < 0 . 9,418 [] 1,240 0 24,828 C 0 0 11,300 21,008 0 0 0 0  13.458 0 78 4sp
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Education, Tralrlng and Reseaceh 3,700 28,000 2.500 88,884 3,500 20,888 4,000 ! “& 4,700 29,008 8,000 8.0 4,000 5,200 80,788 10,288 T4 0%
Infeastoucture (Enersy, Transpon, Tetecom,) 4,034 27,847 0 L2 0 8712 ‘0 e ) 0 1,818 0 ) 0 0 9.674 [} 13,418
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Oemecrstisitior 4 o 0 0 0 0 0 0 of [ 0 0 0 0 0 0 0 [
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Table 12

PHARE - PAYMENTS FROM 1390 TO-1993 (1) (shustion st 31.12.1993) .
: - ) (Kécus) ™
SECTONS : "y . 1" w i\ ”® u 20 | eoa & et ']l w T 0 or 10t
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ANNEX

Professional Associations and Non-Profit Making Organisations
.Awarded PHARE Contracts

PROJECT

CONSULTANT

1. Banking and Financial Sector

1 - Assistance to the Latvian Central Bank

- Assistance to the Latvian Savings Bank

- Capital Market Development - Czech Republic
- Banking Supervision Reform - Slovakia

- Banking Training

- Insurance Training

- Development of EU linked compensation

- European Association of Cooperative-Banks
- European Association of Savings Banks

- Banque Nationale de Belgique

- Banque de France

- Chartered Institute of Bankers

- Insurance Training Association

- ECU Banking Association -

2. Taxation and Accounting
- Assistance for taxation reform in the CEECS -

- Accounting training

- Danish, Inish, French, Belgian and Dutch
Ministries of Finance (Tax Adminjstrations)
- Institute of Chartered Accountants

3. Institutional Infrastruciure

- Customs Administration Reform -

- Statistics Reform :

1"~ Development and-Harmonisation of Industrial.. -
Standards and Quality Control

- Reorganisation of the Patent Offices

-| - Eurodouanes (customs association of the 12 EU

Member States)
- CESD, Unité Conseil d'Eurostat

~CEN-CENELEC, Comit¢ Eyropéende, .. . |

Normalisation
- European Patent Oflice
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4. SME Promotion and Regional Development

- Training and Reorganisation of Chambers of
Commerce in the CEECs

- Creation of BICs (Business and Innovation
Centres)

2'Assistance to SME' Associations in the CEECS

- Assistance to Regional Agencies in Poland

- Support to regional development in Slovakia
- SME Development in Romania

- Restructuring of the textile industry and SME
development Lodz, Poland

- Eurochambers, European Association of
Chambers of Commerce and Industry

- EBN, European Business and [nnovation Centre
Network '

-~ UAPME, (Union'of SME Associations)

- Centre de Rencontres et d'Initiatives pour le
Développement Local (CRIDEL-DATAR, France)
avec le Centre Européen de Recherche sur les
Reconversions et les Mutations (CERRM, Longwy)

- SPRI, Sociedad para la promocion y Reconversion
Industrnial, Bilbao

- CNA Veneto, Confederazione Artiginale e delle
Piccola Imprese di Veneto, Italie

- Novacité et Chambre de Commerce de Lyon

5. Financial Instruments for SMEs
- Creation of financial assistance schemes

- Creation of a guarantee fund for SMEs in
Poland

- Creation of a Regional Investment Fund,
Ostrava, Czech Republic

- Creation of a Regional Investment Fund,
Zilina, Slovakia - ‘

- IAPME, Istituto de Apoio as Pequehas e medies
Empresas ¢ as Investimento, Portugal
- CEPME, France, Crédit d'Equipment des PME

- NEHEM-ING, Netherlands
- 1BF Belgique (Institut Belge de Formation) with

FRIULIA (Société régionale d'Investissement du
Frioul) ) o

6. Public Administration and Training
- Training of Public Enterprise Managers,
Bulgaria ,
- Industrial training attachment programm
| “Management fraining - Chemical Tndustry =~
- SME Support

- Public Administration Reform
- Regional Cooperation in Higher Education

- Université Bocconi, Milano with a consortium of 5
Business Schools

- Eurochambers (responsible for the selection of
placing interims) _

[ 2 CEFIC (Edropean Cdnfederation of the Chémical
Industry Federation)

- European Senior Service (European Association of
Retired Managers established specifically for TACIS
and Phare)

- OECD

- OECD
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7. Health, Social
Democracy

tor, Employment

- Healthcare support and training

- Health and security in Romania

- Development of Social Servuces Romania
-= Worker protection'- Poland - e
- Social and employment policy - Bulgaria

- Democracy Programme

- NGO Programme

- ECPC, European Consortium for Primary Healthcarc
- Danish Working Environment Service
- King's Fund College (UK regnstered chamy)

"t = Health and Safety-Executive -

- ILO (International Labor Organisation)
- European Human Rights Foundation
- European Volunteer Centre

8. Food Aid

- 250 MECU Food Aid operation to ex-
USSR in 1991

- Pesticide Distribution in Poland
- Development and training of rural cooperative

bank staff in Poland
- Training of Cooperative field advisors in Poland

- A number of non-profit organisations were
responsible for the distribution e.g. Red Cross,
Médecins Sans Frontiéres, Save the Children Fund

- Foundation for the Development of Poland
(Rockfeller Foundation)

- EC Association of Cooperative Banks

.- The Plunkett Foundation, UK

9. Environment, Energy, Infrastructure

- Technical assistance to the Romanian Encrgy
Conservation Agency

- Development of an Energy Conservauon
strategy for Slovenia

- Rescarch Programme on Air and Health in
Central and Eastern Europe

- Strengthening the Role of Environmental NGOS
and stimulating environmental awareness and
education

- Institutional Development of the Bulgarian

_ Ministry of Transport )

- Institutional Development of ,Lithuanian
- Natronal' Roads Administration~ -

- Training of Air Traffic Controllers in Cenlral
and Eastern Europe

. r-\

- Agence pour les Dechets, I'Environnement et la
Maitrise de I'Energie, France

1- Energy Technology Support Unit from the State

Department of Environment (UK)

- The National Institute of Public Health (NL) and the
London School of Hygiene and Tropical Medicine

- British Council

- Deutsche Gesellschafi fur chhmschc Zusammen-
arbeit (GTZ)
- Danish Natlonal Roads Admnmstratlon

RSN > w0, cn e

- urocontrol
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