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Towards a closer association with the countries of Central and Eastern Europe

Communication by the Commission of the Council, in view of the meeting of the European Council in
Copenhagen, 21-22 June 1993

I. Introduction

The Commission submitted to the Edinburgh European Council last December a report entitled "Towards a
closer association with the countries of Central and Eastern Europe". This report was a response to a request
by the European Council to evaluate progress in the development of the Community's partnership with
Central and Eastern Europe and to suggest further steps. It was also a response to suggestions from partner
countries.

The European Council welcomed the Commission's report and called on the Council of Ministers to give
early consideration to the Commission's recommendations and to promote a wide-ranging debate, involving
interested parties in the Community and in these countries. The European Council concluded that at its
meeting in Copenhagen in June it "will reach decisions on the various components of the Commission's
report in order to prepare the Associate countries for accession to the Union."

Further to these conclusions, and to assist the Council of Ministers to prepare for the Copenhagen European
Council in June, the Commission has drawn up the present Communication. This Communication is the
result of extensive consultations at all levels of government between the Commission and the countries
concerned and of discussions with representatives of Member States. The proposals it contains are primarily
directed towards those countries with which the Community has concluded Europe Agreements. Other
countries in Central and Eastern Europe will benefit from this approach when they become eligible for
Europe Agreements. Meanwhile the Community should support these countries in their participation in
regional cooperation initiatives.

Indeed, the Community's partners in Central and Eastern Europe must cooperate closely among themselves,
in both the political and economic fields, while developing their relations with the Community. It is
encouraging that this process has begun among the four Visegrad countries and the Community should
actively promote its further development.

The economic and political transformation now taking place in Central and Eastern Europe is imposing
enormous costs on economies weakened by 40 years of central planning. This is hampering the reform
process and has led to pressure for a change in policy direction.

The transformation of Central and Eastern Europe has thus reached a new, more difficult, stage. The initial
euphoria has given way to the hard task of making the reforms work. It is of the greatest importance for the
Community that they should not fail.

The Community’s interlocutors in Central and Eastern Europe all stress how important it is for their
countries to gain a clear perspective of their future participation in the process of European Union. This,
they are convinced, will strengthen their peoples' determination to press ahead with the reforms,
notwithstanding the hardship involved and the rise of political forces opposed to reform in certain countries.
This perspective should also provide an element of stability against the background of continuing turbulence
in the former Soviet Union and the tragedy unfolding in the former Yugoslavia. It should also diminish
tension in a region where confidence and stability are suffering from the absence of a viable security
structure.

It is in the Community's interest to respond positively to these aspirations. In the political sphere, the
Community should confirm the perspective of future accession to the European Union and should indicate
how best to prepare for this. The Community and partners should work together to create a European
Political Area, which will provide a framework for continuous dialogue in many fields, including areas
where effective action requires cooperation throughout Europe.
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The European Political Area should be based on a structured relationship between partners and the
institutions of the European Union achieved through closer political dialogue on a multilateral basis and by
other means which are outlined in this Communication. The countries negotiating for accession to the
Community should also be invited to participate in this relationship in view of their close links with the
Union. A greater sense of belonging to the process of European integration will reduce feelings of insecurity
and consequent tensions in the region, with gains for overall security and cooperation in Europe.

In the economic sphere, improved market access is the most effective way of encouraging economic growth
and the transition to market economies. Better access to Community markets and the more effective use of
aid will further improve the purchasing power of these countries and lead to the opening of new markets for
Community producers. At the same time the Community will continue to press the countries of Central and
Eastern Europe to establish close economic and trade relations among themselves and to deepen the
dialogue with the EC on matters such as social and competition policy.

At the same time the Community will continue to press the countries of Central and Eastern Europe to
establish close economic and trade relations among themselves and to deepen the dialogue with the EC on
matters such as social and competition policy.

The new links which the Community is establishing with Europe agreement signatories form part of the
wider network of relations with its neighbours all of whom stand to benefit from increased stability and
prosperity throughout Europe.

At a conference in Copenhagen on 13 and 14 April 1993, the Member States and the countries of Central
and Eastern Europe noted the important role of liberal trade policies for the transition process and stressed
the importance of the progressive opening of markets on a mutually advantageous basis. It was also
emphasised that a strong commitment to closer economic links with the countries of Central and Eastern
Europe was crucial in assuring investor confidence.

For these reasons, the Commission invites the European Council to take a certain number of decisions,
within the framework of its Edinburgh conclusions, in the areas outlined by the present Communication.

II. Towards a European political area

1. Accession

At its meeting in Edinburgh on 11-12 December 1992 the European Council decided that at its Copenhagen
meeting in June 1993 it would "reach decisions on the various components of the Commission’s report in
order to prepare the associate countries for accession to the Union".

In order to offer concrete perspectives which the associated countries of Central and Eastern Europe can
work towards, the European Council should confirm, in a clear political message, its commitment to
membership of the Union for Europe agreements signatories when they are able to satisfy the conditions
required. The message would further reflect the need for political decisions at the appropriate time which

take into account the particular situation of each applicant as well as the following considerations:

- the capacity of the country concerned to assume the obligations of membership (the "acquis
communautaire");

- the stability of institutions in the candidate country guaranteeing democracy, the rule of law, human rights
and respect for minorities;

- the existence of a functioning market economy;

- the candidate's endorsement of the objectives of political, economic and monetary union;
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- its capacity to cope with competitive pressure and market forces within the Union;

- the Community’s capacity to absorb new members while maintaining the momentum of European
integration.

The European Council could decide to convene an ad hoc Heads of State/Government level meeting,
between the Union on the one hand and the associated countries of Central and Eastern Europe on the other,
at an appropriate time, to review progress made under the Europe Agreements towards satisfying the
conditions for membership of the Union.

2. A structured relationship with the institutions of the European Union

In order to prepare the way for possible future membership in the European Union of partner countries in
Central and Eastern Europe, new political links and habits of cooperation with them should be developed.
This is also vital in view of the absence of a coherent security structure covering the countries of Central and
Eastern Europe and the consequent feelings of insecurity in the region.

With this in mind, the Commission, in its report to the Edinburgh European Council, put forward a number
of suggestions intended to lead to the development of a European Political Area, within which like-minded
countries would engage in intensive political dialogue and through which the countries of Central and
Eastern Europe would participate progressively in the political work of the European Union.

The approach outlined by the Commission was founded on the principle of creating a more intensive
relationship on a multilateral basis. The Commission is gratified to note that this approach has been followed
to a considerable extent by the Member States during discussions in the relevant Council frameworks. These
discussions have led to a large measure of agreement on the intensification of political dialogue and on the
need to give this political dialogue a multilateral character. It has been agreed that closer political dialogue
with Europe Agreement signatories should be achieved through more regular meetings on issues of common
interest at ministerial, troika and expert level. In addition, consultations should be held between diplomatic
missions in third countries and in advance of important meetings of international organisations. (Details of
the agreed approach are summarised in annex 1.)

3. Further steps to create a European Political Area

While welcoming agreement on these elements, the Commission considers that further steps are needed
along the lines of the approach outlined in the Edinburgh report. Political dialogue is important but it rests
on the assumption that partners are regarded essentially as third countries, whereas, as indicated in the
Edinburgh conclusions, it is a shared goal to work together in order to prepare them for future accession to
the Union.

With this in view, a structured relationship between partner countries and the institutions of the Union
should be developed. This will give them a greater sense of participating in the process of integration and
should reduce feelings of insecurity and tensions in the region. This relationship should be brought about
through closer political dialogue but also through

- enlarged meetings of the European Council, the Council of Ministers and where appropriate its subordinate
bodies, of a consultative nature on specific, predetermined issues;

- cooperation in the fields of justice and home affairs.
This approach should apply to all Europe Agreement signatories without distinction. For their agreements all
have similar provisions with regard to future membership in the Union and all provide for political dialogue.

This does not preclude the development of a specific dialogue with such sub-regional groupings as Visegrad,
although the tendency should be towards a wider multilateral approach.
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Consideration should be given to the participation in the European Political Area of the countries negotiating
for accession to the Community in view of their close links with the European Union.

4. Enlarged meetings

Special extended sessions of the European Council could be held annually, with a view to giving partner
countries a greater sense of participation in the work of the institutions of the European Union. These
sessions would be prepared by extended meetings of relevant instances of the Council. Regular meetings of
this nature would have a considerable political value for the Union and for the associated countries. They
would fulfil their aspirations of being involved in regular consultations on matters concerning the Europe
Agreements and beyond.

As suggested in the Commission's Edinburgh report, the Community should seek to associate partner
countries with Community activities in areas of trans-European interest, such as energy, the environment,
transport, telecommunications, science and research. To achieve this objective, enlarged meetings of the
Council of Ministers of a consultative nature on specific predetermined issues of common European interest
could be held with the participation of representatives of partner countries. In time, this would develop into a
structured institutional relationship in diverse areas of common concern.

Arrangements for such enlarged meetings should be initiated simultaneously with the closer political
dialogue.

5. Cooperation in the fields of Justice and Home Affairs

Cooperation in these areas is in the interest of the European Union as many of the issues involved can only
be tackled effectively on a regional basis.

The signatories of the Europe Agreements have expressed a particular interest in consultations in this field,
which is governed by specific institutional mechanisms. The countries concerned can be expected to take a
keen interest in the areas covered by Title VI of the Treaty on European Union (e.g. immigration, drugs). It
is important, therefore, to establish mechanisms for proper contacts on these subjects. The competent
Ministers and senior officials should be encouraged to work out appropriate consultation mechanisms.

6. An Action Committee for Central and Eastern Europe

As suggested in its Edinburgh report, the Commission proposes that the European Council establish an
Action Committee for Central and Eastern Europe, inspired by the Monnet Committee, and composed of
eminent personalities from different parts of Europe with expertise in European integration. The Committee
would be invited to report to the European Council on additional means to develop a structured relationship
between partner countries and the institutions of the European Union. The goal would be to foster the
convergence of policies on issues of trans-European interest and the emergence of a European Political
Area.

7. Conclusion
The Commission invites the Council to

- confirm its commitment to the goal of future accession to the European Union by Europe Agreement
signatories

- agree to hold a meeting at Heads of Government level between the Union and associates in Central and

Eastern Europe, at an appropriate time, to review progress made under the Europe Agreements towards
satisfying the conditions for membership in the Union
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- endorse the measures for creating a closer political dialogue on a multilateral basis outlined in this
Communication

- approve the goal of creating a European Political Area, comprising the Union, associates in Central and
Eastern Europe and countries negotiating for accession, through the mechanisms put forward in this
Communication

- establish an Action Committee for Central and Eastern Europe to make recommendations on other means
to create a structured relationship between partners in Central and Eastern Europe and the European Union.

II1. Improving market access
1. Introduction

The first interim agreements, which implement the trade chapters of the Europe Agreements, have been in
operation now for a little over one year. @) These agreements provide for a considerable measure of trade
liberalisation between the Community and its partners, leading to free trade in most industrial products
within five years. It is therefore incumbent on the Community to move steadily in that direction.

2. Reasons for improving market access

a) The role of trade in the transition to a market economy

The importance of trade for economic development is well recognised. It is of particular importance in
helping former state trading countries to restructure their economies to make them responsive to market
signals. While the countries of Central and Eastern Europe will develop their own internal markets and will
also develop regional trade links, the main stimulus for such development can only come from the
Community. The ultimate goal of the Europe Agreements is the creation of a free trade area between the
parties. In preparing their economies for free trade conditions the countries of Central and Eastern Europe
need to introduce and apply competition policies in the areas of antitrust and state aid control which
guarantee that trade takes place on a fair and undistorted basis.

There has been a rapid expansion of trade between the Community and the countries of Central and Eastern
Europe over the past three years; for the latter this represents a major reorientation, following the collapse of
trade with the former Soviet Union in 1990. For the Community it has meant the development of new and
rapidly growing markets, including high value added products. Nonetheless, Central and Eastern Europe still
accounts for only just over three per cent of total Community imports, (somewhat less than Norway).
Figures for individual Member States range from 7.4 per cent for Germany to 1.4 per cent for Spain and 0.7
per cent for Portugal. The Community, however, now accounts for over 50 per cent of the total trade of our
partners in Central and Eastern Europe.

The growth of Central and Eastern Europe economies depends on the expansion of trade. To sustain
development and reform they need to generate funds to finance the import of investment goods and to repay
their external debt. For some countries the burden of debt repayment will increase significantly in the
immediate future as debt previously rescheduled falls due. The main source of such finance can only be
export earnings. The other major source of development funds is foreign investment, which itself depends to
a significant extent on access to western markets.

b) Regional Cooperation

In addition to opening its own markets, the Community should urge the Central and Eastern European
countries to take further measures to stimulate trade among themselves, with the former Soviet Union,
EFTA and other trading regions. Dismantling tariff and other barriers between the countries of Central and
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Eastern Europe would not only contribute to the development of interregional trade, but would also
constitute an additional incentive for inward investment. The agreements with countries of Central and
Eastern Europe, with EFTA and the agreement between the Visegrad countries to create a free trade area are
positive steps in this direction. The Community will reinforce its efforts to support these developments and
encourage their extension to other countries in the region.

c) Trade development is mutually beneficial

The Community now benefits from a growing surplus with the whole region. After a deficit of 1 bn ECU in
1990, the Community achieved a positive balance of 1.7 bn ECU for the first eleven months of 1992. This
illustrates that the Community will be the main beneficiary among trading partners from the transformation
of Central and Eastern Europe, as the region becomes a major market for Community producers. However,
this could undermine the Europe agreements' basic principle that the Community, as the stronger partner,
should open its market more rapidly on the path to free trade.

If Europe Agreement countries are to participate successfully in European economic integration, they need
growth rates considerably in excess of those in the Community. Such growth depends to a considerable
extent on trade among themselves and with the Community. Moreover, opportunities to trade with the
Community will provide a further incentive for diversification away from over-specialisation in sectors
which are sensitive for the Community.

3. A horizontal approach to improving market access

Nonetheless, recent meetings under the interim agreements demonstrate how difficult it is to negotiate
improvements in access for specific products. The Commission, therefore, proposes that improvements in
access be horizontal in nature, rather than product specific, and should consist mainly on an acceleration of
the provisions of the Europe Agreements. The burden of acceleration will fall in two to three years' time.
The proposals set out below represent a worthwhile improvement in market access which also takes into
account the problems caused by the current recession in the Community.

The weighted average of the Community's tariff protection vis-a-vis the countries of Central and Eastern
Europe for industrial goods is of the order of four per cent. Shortening the dismantlement period by two
years would only imply the anticipation of an average two per cent. In the textiles area, the proposed
liberalisation of OPT is already under discussion.

None of these measures imply major shifts in market share for the countries of Central and Eastern Europe,
especially when their severe supply constraints are taken into consideration. However, they would be an
important confirmation of support by the Community at a crucial time in the reform process.

4. Conclusions

For these reasons the Commission suggests that:

a) customs duties on imports to the Community on sensitive basic industrial products originating in
associated countries (annex IIb of the interim agreements) will be abolished at the end of the second year

after the entry into force of the agreement (instead of the end of the fourth year).

b) customs duties on the imports of the industrial products concerned by the consolidation of GSP (annex II1
of the interim agreements) will be abolished at the end of the third year (instead of the end of the fifth year).

c) the amounts of the quotas and the ceilings of the above annex III (consolidation of GSP) will be increased
by 30% (Poland, the Czech and Slovak Republics, Bulgaria, Romania), 25% (Hungary) per year starting
from the second half of the second year after the entry into force of the agreement (instead of 20% for
Poland, Czechoslovakia, Bulgaria, Romania and 15% for Hungary). Consideration should be given to the
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conversion of quotas into ceilings.

d) levies/duties within the quotas for agricultural products will be reduced by 60% six months earlier than
foreseen in the Agreements. The 10% increase in the quotas, foreseen from the third year onwards, will be
applied six months earlier than foreseen.

e) the exemption from customs duties as from the beginning of 1994 for all textiles and clothing concerned
by outward processing operations will be extended in conformity with Community regulations duly
modified for this purpose.

f) customs duties on imports in the Community of textile products will be reduced in order to arrive at their
elimination at the end of a period of five years starting from the entry into force of the agreement (instead of
six years).

g) customs duties on imports applicable in the Community on ECSC steel products originating from
associated countries will be abolished at the latest at the end of the fourth year after the entry into force of
the agreement (instead of the end of the fifth year), subject to respect of specific decisions relating to trade in
steel products.

h) in addition, and in order to strengthen regional economic cooperation, the Council should invite the
Commission to prepare directives to conduct negotiations to provide for cumulation of rules of origin for all
products from associated countries in Central and Eastern Europe and EFTA.

IV. Making assistance more effective

Community assistance is wide-ranging, covering macro-economic support, through the Group of Twenty
Four, food and emergency aid, nuclear safety and loans from EURATOM and the ECSC. The main vehicle
for support focused directly on economic reform is PHARE. The Community undertook a thorough review
of PHARE in the last quarter of 1992 to ensure that it can respond to the changing requirements of
beneficiaries. The changes mainly concern multiannual programming, concentration and integration of
PHARE resources, support for investment, conditionality, active monitoring and faster disbursement.
(Further details of these modifications are set out in Annex II.)

A further step could now be taken to assist the reform process and stimulate investment by using existing
resources more flexibly to fund key areas such as industrial restructuring, energy, environment and
infrastructure (see below).

1. The Growth Initiative and Trans-European Networks

At the Edinburgh European Council, the Community decided on a Growth Initiative to stimulate recovery.
The 5 bn ECU lending facility which was approved is intended to support capital investment in Trans-
European Networks and "may include projects involving the countries of Central and Eastern Europe to the
extent that they are of mutual interest and ensure interoperability of networks with the Community". The
need for the Community to act in favour of these Networks is given further force by the Council's call both
for "the Associate countries' links with the Community" to be strengthened, and for a start to be made on
preparing those countries for accession to the Union.

a) the mutual interest in extending Trans-European Networks to the countries of Central and Eastern Europe
The development of high quality networks in Central and Eastern Europe is important to Community
exporters and investors and is vital to the integrated economic development of the whole region. For these

reasons the Community has already undertaken in the Europe Agreements to provide financial and other
assistance for the development of transport infrastructure.
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For the countries of Central and Eastern Europe, whose trade is now oriented towards the Community, the
expansion and improvement of road and rail infrastructure are crucial to development. The rapid growth of
trade means that bottlenecks have appeared in the generally poor quality road and rail networks. These cause
costly delays and deter foreign investors for whom these networks are vital.

b) financing infrastructure development

Telecommunications and energy links in Central and Eastern Europe can in general be financed privately
but the international financial institutions consider that this is only possible for road and rail infrastructure in
exceptional cases. Domestic sources of finance for infrastructure barely exist. The major source of finance is
the international financial institutions and in the context of the Transeuropean Networks, the EIB, the EBRD
and the IBRD in particular.

In the majority of cases the countries of Central and Eastern Europe are operating within IMF agreements,
which limit the budget deficit. But the IMF does not wish to see capital investment in infrastructure, and the
corresponding borrowing from international financial institutions, brought to a halt.

c) the availability of international infrastructure loans

Loans from the international financial institutions would not normally exceed 50-60% of the total
investment in infrastructure projects, the remainder coming from local contributions. At the Edinburgh
European Council, it was decided that EIB loans could be allowed to cover up to 75% of the total cost. If, in
practice, a level of 70% could be achieved, this would still leave 30% to be financed by the countries
themselves. The governments concerned and the international financial institutions consider that local
contributions could reach perhaps 15% of the cost through the provision of land and other local costs, thus
leaving a further 15% of own financing to be found.® This approach should be applied in particular to road
and rail infrastructure, but could also apply, as appropriate, to telecommunications and energy
interconnections.

In the context of the Community's growth initiative and the extension of the Trans-European Networks, the
Community should consider providing such finance to enable the European financial institutions to support
recovery and growth in the countries of Central and Eastern Europe.

2. Conclusion

The Community will support the development of infrastructure networks in Central and Eastern Europe, as
decided at its meeting in Edinburgh. The EIB, the EBRD and the other international financial institutions
will take a leading role in this process.

Within existing budgetary limits, and where necessary, the Community will allow the use of a proportion of
the resources it has made available for economic assistance (PHARE) to provide funds needed to release
international loan capital to promote major infrastructure improvements in the countries of Central and
Eastern Europe.

V. Furthering economic integration

The Europe Agreements specify a wide area of cooperation between the parties. With a view to possible
future membership it is important that this cooperation should be developed as quickly as possible. Rapid
progress is possible in three areas:

1. The approximation of laws

The establishment of a legal environment compatible with Community law will stimulate foreign investment
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and trade and bring about the application of common rules and standards. Under the Europe Agreements the
countries of Central and Eastern Europe have agreed that, within three years of the entry into force of the
Agreements, they will implement rules which parallel those set out in the Treaty of Rome and prohibit
restrictive practices, abuse of dominant positions and public aid which distorts or threatens to distort
competition. It is important that these rules are implemented as they will ensure that trade is not distorted as
the EC opens its markets.

Partners have begun the process of approximation, setting up coordination and control mechanisms and
identifying areas and priorities for future harmonisation. The Community already provides assistance for this
through PHARE. Sub committees have been set up to deal with approximation of laws and these will enable
guidelines to be set up and progress to be monitored.

2. Industrial cooperation

The approximation of laws will help create a climate favourable to industrial cooperation. The recent report
for the G24® on investment in the countries of Central and Eastern Europe also underlined the need to arrive
at common standards and to make sure that the capacity necessary to administer these measures effectively
is put in place. The creation of a favourable business environment would encourage industrial cooperation to
the benefit of both Community and local enterprises.

3. Opening Community programimes

In the Europe Agreements reference is made to numerous areas of cooperation which are covered by
Community programmes. Cooperation could be enhanced by making it possible for partners to participate in
relevant Community programmes, many of which are already open to participation by the EFTA countries.

4. Conclusion

The Commission and the relevant ministries and organisations in the Member States will be mobilised to
further the approximation of legislation.

A Task Force composed of representatives of the Member States and the Commission should be established
to coordinate and direct work.

The Commission will consider which additional Community programmes could be opened to Central and
Eastern European participation and will report to the Council with proposals by the end of 1993.

VI. Overall conclusion

The task of stabilising Central and Eastern Europe and of consolidating democracy and the market economy
is far from complete. As the scale and the costs of restructuring become apparent, opposition to change is
growing with the risk of destabilisation and the reversal of current policies. The countries of Central and
Eastern Europe have put their faith in the Community and have based their political and economic policies
on a closer association with it. They look to the Community to maintain the economic support provided
since 1989 and to develop a real partnership, with the perspective of future accession to the Union. It is in
the Community’s interest to respond positively to these expectations.

Accordingly, the Commission invites the Council to recommend to the European Council that it should
adopt the conclusions set out in this Communication.

Annex I
Closer political dialogue

The following mechanisms for a closer political dialogue with the Europe Agreement signatories as a group
could be considered:
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i) one meeting at Ministerial level per semester in the format either of a special extended Council meeting or
Troika;

ii) one meeting at Political Director level per semester;

iii) creation of the post of shadow European Correspondent in the associated countries. One meeting at
Correspondent level per semester to prepare the meetings of Political Directors and to coordinate Experts
meetings (agenda; choice of suitable themes);

iv) meetings at expert level per semester, in the margins of the EPC Working Groups, along the lines of the
working group level political dialogue with the United States and the accession candidates. Identification of
the relevant working groups, including those in the security field, by mutual agreement, to be prepared by
Correspondents for decision by Political Directors;

v) continuation of existing practice and open mind regarding participation of associated countries as
observers in working groups in cases where there are special reasons for their participation (eg ad hoc Group
Yugoslavia, ECMM; sanctions enforcement);

vi) consultations between missions in third countries on the domestic and foreign policy of the host country
along the lines of the EC/US model; limited number of countries (eg 5) initially. Identification of the
countries concerned by mutual agreement, to be prepared by the correspondents for decision by Political
Directors;

vii) regular consultations in advance of important meetings in international organisations;

viii) briefings by the EPC/Secretariat/Council General Secretariat after certain working group meetings.

Annex 11
Modifications to the PHARE Programme now being implemented

a) Multi-annual programming, concentration and integration of PHARE resources

While the budget of PHARE will remain an annual budget, a multi-annual programming framework will
allow PHARE resources to be concentrated on the priorities of the reform process in line with the relative
importance of the priorities over time. It will also facilitate better coordination between PHARE and the
other sources of domestic and international finance.

b) Support for investment

The PHARE programme has been increasingly criticised in the countries of Central and Eastern Europe for
providing too much expensive technical assistance, the effectiveness of which is doubted by most of these
countries. While technical assistance will remain an important part of the PHARE programme, the
Community has made it clear that PHARE finance can also be used to support investment.

c) Conditionality

Conditionality will become an important feature of the programme and assessment of progress in reform
will be included in the PHARE annual report. Where PHARE assistance is disbursed very slowly or where a
country decides to put its reform programme into reverse, allocations of PHARE finance will be adjusted to
take account of these developments.

d) Disbursement

The Community is determined to increase the rate of disbursement in the PHARE programme. Fast
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disbursement is obviously not the only or even main objective in assistance but it is never the less important
that available finance and know-how reaches these countries quickly.

Disbursement of PHARE programmes has accelerated recently as implementation on mechanisms and
structures have been put in place and have begun to operate smoothly. The new measures taken by the
Community to facilitate multi-annual programming and to stimulate investment should also help to
accelerate disbursement. However in addition to these steps the Commission will:

- introduce disbursement schedules in new programmes and favour fast-disbursing measures wherever
possible

- review, with the governments of the countries of Central and Eastern Europe, existing PHARE
programmes in order to identify those where there has been low disbursement with a view to real location of
funds where appropriate.

- increase the degree of decentralisation of implementation to the governments of the countries of Central
and Eastern Europe.

(1) The Europe Agreements still have to be ratified by some Member States' Parliaments. The Commission has requested Member
States to do everything possible to accelerate this process.

(2) These figures are indicative and will of course vary from country to country and indeed from project to project.

(3) The legal, regulatory and institutional framework for business and investment in the countries of Central and Eastern Europe, 1
January 1993.
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