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ABSTRACT

The Office of Housing and Urban Programs of the U.s. Agency
for International Development sent a mission to Warsaw to identify
possible technical assistance needs related to urban development
planning, pUblic real estate development, economic strategic
planning, and municipal financing. This report summarizes the
missions's assessment of Warsaw's urban development problems and
opportunities and technical assistance needs.

The mission proposes a technical assistance program to help
the city of Warsaw better accommodate future urban 6conomic
development. A cen'eral element of the proposal is the preparation
of an overall urban economic development strategy which idantifies
and prioritizes key urban development projects. The mission also
proposes providing support to the City to facilitate the successful'
implementation of specific urban development projects. While
technical assistanc~ would be targeted on the City of Warsaw, it
would, to the fullest extent possible, draw in the participation of
constituent qminas so that cooperative relationships can be built
between the City and the gminas.
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ASSISTANCE IN URBAN PLAIOIING AIm DEVELOPMENT
FOR THE CITY OF WARSAW

REPORT OF FIELD MISSION TO WARSAW

DECEMBER 10-18, 1"2

I. SOHMARY OF MISSION

At the request of the Vice Mayor of Warsaw, the Office ot
Housing and Urban Programs of the United states Agency for Inter­
national Development CUSAID) sent a mission to Warsaw to identffy
possible technical assistance needs related to urban development

~ planning, public real estate development, economic strategic
planning, and municipal financing related to the development of
an industrial and business park located in Southern Warsaw. The
mission team consisted of David Dowall and Maris Mikelsons. From
December 10 to 18, team members met with over a dozen decision­
makers, planners and technical staff from the city of Warsaw, and
other local governments, and lawyers, private real estate ex­
perts, and other professionals. Annex 1 lists persons contacted.
The mission's activities were coordinated by Mr. Wojciech Matu­
sik, Director of the Land Development Department. Dr. Barbara
Sakowska-Knapp served as the principal counterpart for coordina­
tion, and the team is grateful for her assistance. We ,,'ould also
like to thank Ms. Agata Litonska of USAID, Warsaw for providing
logistical support to the mission.

The scope of discussions was wide-ranging, focusing on
strategic planning for economic development and industrial devel­
opment per'taining to the development of a 17 square kilometer
area in southern Warsaw, around the Warsaw International Airport.
Throughout the interviews, the mission attempted to identify
critical problem areas and opportunities for technical assist­
ance.

Based on these discussions, a review of sector studies and
our experionce in other transition economies, we have iQentified
a range of possible technical assistance and capacity building
activities which the Office of Housing and Urban Programs of the
U.s. Agency for International Development could propose to the
Warsaw Municipality. The scope of the proposal extends beyond the
South Warsaw Airport project. We have broadened the range of
recommended initiatives to help the City of Warsaw shape an
overall economic development strategy as well as assist it to
promote new urban development in the South Warsaw Airport Project
area. The proposed technical assistance program includes eight
activities which together respond to the city of Warsaw's request
for technical assistance and provide a logical and integrated
program which is likely to facilitate the economic and spatial
development of the City and improve the productivity of its
economy. The activities include:
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1) assess the future economic development potential of the
Warsaw economy, identify the leading sectors of economic expan­
sion and estimate annual demand for industrial, office and retail
facilities;

2) identify the critical location requirements of interna­
tional corporations seeking production and distribution centers
in Central and Eastern Europe and gauge the relative attractive­
ness of Warsaw over other regional centers;

3) prepare an overall economic development strategy for
vitalizing and promoting economic activities in the City's indUS­
trial, commercial and residential areas which is based on compre­
hensive economic and market stUdies; an assessment of the city's
infrastructure systems and a realistic capital bUdgeting program
for modernizing and expanding them;

4) introduce new institutional and analytical methods for
conducting pUblic-private real estate development including
options for mUlti-participant organizational structure, manage­
ment and financial participation;

5) provide advice on international land use planning and
design standards and practices for industrial, trade and business
park development;

6) identify feasible and appropriate forms of, land control
and management for public real estate development, inclUding
compulsory land acquisition, zoning and specific plans;

7) facilitate the development and self-financing of infra
structure and major pUblic investments by providing technical
assistance on new methods of infrastructure financing inclUding:
special assessment districts, tax increment financing, land
readjustment, developer exactions, and local and municipal fi­
nancing and cost recovery; and

8) provide training in urban economic analysis, market
research and project feasibility analysis for real estate devel­
opment"techniques of pUblic-private real e6;ate development, and
modern municipal finance practices, inclUding project preparation
and appraisal, financial feasibility analysis and methods of
cost-recovery.

As is fully described in the sections below, these activi­
ties are designed to provide the city with a range of collabora­
tive assistance activities ranging from macroeconomic assessments
of the demand for urban development to the introduction of
project specific analytical tools. The proposed technical assist­
ance will provide the City with a sound foundation on which to
plan future urban development as well as help it to properly
identify critical projects necessary to promote economic develop­
'ment. Central to the work is the preparation of an overall urban
economic development strategy which identifies and prioritizes
key projects, and designs realistic methods for fina~cing such
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projects. The proposed technical assistance program will also
provide support to the City to facilitate the successful imple­
mentation of specific urban developroent projects. Figure 1 illus­
trates the overall structure and sequence of the proposed techni­
cal assistance program: macro-level economic and market assess­
ments, the preparation of an urban economic development strategy,
assessments of infrastructure requirements to support the strate­
gy, the identification of strategic areas for urban economic
development and provision of technical support to specific urban
development projec~s. While the proposed technical assistance
would be targeted on the city of Warsaw, it would, to the fullest

~ extent possible, draw in the participation of constituent qminas
so that cooperative relationships can be built between the City
and the gminas.

Before leaving Warsaw, the team presented a broad outline of
the proposed program to the'City and received a general positive
response. It was agreed that this report would be made available
to the,Municipality (first in English and then a translated ver­
sion in Polish). After a review of the report in Washington and
Warsaw, by USAID staff, discussions would be held ~ith the Munic­
ipality wittl the intent of preparing a memorandum of understand­
ing describing the scope and schedule of cooperation and the
"roles and responsibilities of USAID and the Municipality.

This report outlines the results of the team's assessment of
technical assistance needs of the Municipality of Warsaw. Section
II highlights Warsaw's urban development. challenges and opportu­
nities. section II! summarizes Poland's current marcoeconomic
climate, its ongoing economic reforms "and describes how they are
likely to influence the future urban development of Warsaw•.
Section IV reviews the evolving institutional structure of gov­
ernment and property rights and outlines how they shape urban
economic development opportunities. section V assesses current
infrastructure needs and the ability of Warsaw's municipal fi­
nance system to support modernization and expansion requirements.
Section VI reviews Warsaw's urban planning system and discusses
how it can be adapted to the demands of a market-oriented urban
economy. Section VII describes the South Warsaw Airport Project.
section VIII outlines a detailed set of recommendations for
technical assistance activities.

XI. URBAK DBVBLOPMBHT X88UBS AND OPPORTUNITIES

Warsaw serves as Poland's major center of economic activity.
Its economic hinterland is vast, Poland alene has a population of
39 million, making it the seventh largest country in Europe. In
addition, Poland has historically served as a trading bridge
between Western Europe and the former Soviet Union, and as the
NIS restructures, east-west trading flows will expand, creating a
significant economic opportunity for Warsaw. Entry into the
European Community will likewise create opportunities for econom­
ic expansion and trade. Consensus macroeconomic economic
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projections sugge~t that 1993 will be a turning point in the
Polish economy, and economic growth will turn positive for the
first time since the massive economic and social reforms were
launched in the late 1980s. The extent to which Warsaw can capi­
talize on emerging economic opportunities largely depends on its
ability to mobilize and efficiently utilize its scarce resources
to modernize its economic base. This will require major improve­
ments to the City's urban infrastructure and land use patterns:
modernization of its transportation systems, upgrading its tele­
communication systems, increasing the supply of modern warehouse
and industrial estates and office buildings, improving the quali­
ty of its housing stock and increasing the quality and skill
level of its labor force.

These challenges are enormous but not insurmountable. Suc­
cessfully positioning Warsaw requires a careful and realistic
assessment of the City's economic strengths and weaknesses and

. its competitive advantages compared to cities in other transition
economies. The City must also identify and prioritize the criti­
cal capital investment projects needed to enhance its competitive
position. The City needs to design and implement new initiatives
to modify the current structure and process of urban development
planning, project finance and urban management. First and fore­
most, urban planning and master planning reforms must continue to
place even more emphasis on economic development. Planning pro­
grams and activities should focus on increasing the economic
productivity and attractiveness of the City as a place in which
to do business. The City needs to aggressively position itself as
a major regional center of economic activity in a new unified
Europe and as a bridge to a va&t market centered in the Baltics
and the NIS. New approaches to infrastructure finance are needed,
especially ones which recover capital and operating costs from
beneficiaries. Warsaw's complex and confusing system of adminis­
r.ration must be streamlined and the division of responsibilities
between the city and gminas should be clearly delineated. Proper­
ty rights need further clarification as well, so that foreign
businesses are willing to invest in the City.

Based on these assessme~ts, the City should prepare an
overall economic development strategy for attracting internation­
al capital, enterprises and businesses, and which identifies
what new public and private investment programs are needed to
accomplish this task. Beyond setting concrete urban development
objectives, the strategy should also include a detailed implemen­
tation program covering: municipal finance; intergovernmental
roles, responsibilities and relationships for the City and the
gminas related to pUblic-private real estate development and'the
planning and development control of new proje~ts. The next sec­
tion reviews economic trends and conditions.
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III. MACROECONOMIC CLIMATE AND IMPLICATIONS FOR WARSAW

The consensus opinion of marcoeconomic forecasters is that
1993 will be a turning point for the Polish economy. Growth
forecasts indicate that economic activity will increase over the
year and that, inflation will continue to moderate. Thus 1993
will be an important transition year, and it should usher in an
increase in foreign direct investment and business activity. The
implications for Warsaw are profound-- the demand for land and
property should increase significantly. This section reviews
recent trends in the Polish' economy and outlines their implica­
tions for the Warsaw.

Recent i&onomic Trends ADS Developments

The legacy of Poland's command system of resource allocation
has left deep and lasting scars on the economy. During the 1980s
price levels increased six-fold and the external debt burden of
the country mushroomed to almost 40 billion dollars. In 1989,
when the new market-orientated government took over, it inherited
a run-down economic system dominated by aging monolithic enter­
prises, poor road and communications infrastructure, a weak
though still private agricultural sector, and a financial sector
wrought with inefficiencies. Government policies of the previous
decade had left Poland virtually bankrupt and poor, with a per
capita Gross Domestic Product (GDP) of only 1,860 US dollars in
1988 [World Bank, 1989].

New economic policies were needeG in order to create and
expand markets and give life to the economy. The first task of
the Solidarity-led government was to control accelerating infla­
tion while putting together a recovery program that conformed to
the International Monetary Fund's (IMF) criteria. A new economic
plan was sanctione~ and named after the-finance minister, Balce­
rowicz. His plan to revive the economy relied on Western finan­
cial aid and gave a short two- to three-year time period for the
transformation of the economy to a Western-type system where
markets dominate the allocation of resources and prices are
determined by supply and demand. Thus Poland chose shor~ term
economic "shock therapy" to restructure and stimulate its econo­
my.

During 1990, stabilization of the economy became the pri~,[lary
goal of government policy. New policies were introduced and these
centered on financial reform including: devaluation of the polish
Zloty, continued liberalization of prices, restructuring of
external debt, and trade promotion with the West. Another key
economic measure the government committed itself to was privati­
zation. After a slow start in 1991, privatization and the attrac­
tion of foreign capital became one of the government's primary
goals heading into 1992.

As a first measure leading toward economic stabilization,
the Zloty was devalued. The Polish Zloty had never been freely

6
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convertible on the money exchanges, with multiple exchange rates
applied to different sectors of the economy. starting in 1990,
the government devalued the zloty by 32 percent and concurrently,
made the zloty internally convertible. This action helped to
better'define international transactions, do away with currency
trading on the black market, and stabilize the economy by lower­
ing the inflation rate. Moreover, this policy contributed to­
wards financial security since now, companies operating in Poland
could have free access to foreign currency to finance imports and
repatriate profits.

Another pressing problem for the new government was the
amount of external debt accrued by the communist administrations.
Poland's capacity to service its debt by foreign exchange gained
from exports reached an all time low in 1988 when the debt-to­
export ratio (expressed as a percentage) fell to 245 [Mikelsons,
1991]. The new government argued that its transition to a market
based economy was jeopardized by the country's roughly 40 billion
dollar debt. In 1990 the Poles pressed for at least an 80 per­
cent forgiveness. A Paris Club deal was struck, giving away an
unprecedented 50 percent debt write-off in March 1991. Thus th~

government was able to successfully meet one of its major macr­
oeconomic goals leading toward stabilization of th£ economy.

A recurring threat to Poland's economic turnaround has been
persi*tent high inflation. Table 1 shows that inflation de­
creased over the three year period, and is expected to decline
even further in 1993 as prices stabilize. Price rises are par­
tially dependent on the government's ability to control deficit
spending and reduce direct subsidies to state enterprises. In
1990, government subsidies were 29.1 percent of the total bUdget,
this figure dropped precipitously to end at 5.5 percent in 1992 ­
a very encouraging development toward the 'effort to control
inflation. Even though the budget deficit grew over the last
three years, the government has renewed -its commitment to hold
deficit spending at the IMF negotiated level of 5 percent of GOP,
thus reducing price rises induced by excessive government spend­
ing.

Economic change and political and social restructuring
continued into 1991 with a reSUlting recession which overtook the
state industrial sector and raised unemployment rates nationwide.
As enterprises privatized and others faced raw material input
costs at world prices with concurrent reductions in state subsi­
dies, unemployment rose. At the end of March 1992, the number of
registered unemployed in Poland reached 2.23 million which
equates to a 12.2 percent unemployment rate. unemployment rates
vary across Poland. For example, rates for major industrial
districts with large cities were much lower; Warsaw registered
only 5.0 percent; Poznan 5.9 percent; Katowice 7.3 percent; and
Krakow 8.2 percent [World Bank, 1992]. .

One of the fundamental aspects of Poland's restructuring
process is the orientation of trade away from the former Eastern
block countries and towards the West. Table 2 shows key trade
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Table 1

Poland Macroeconomic Indicators, 1990-1992

Indicator 1990 1991 1992

GOP Growth Rate -11.6 -7.0 0.0
(% real change)

GOP per capita 1,6"5 1,799 1,850
(in curl'ent USD)

Inflation. 249.0 60.0 45.0
(annual % change)

Government SUbsidies 29.1 9.4 5.5
(% of BUdget)

Unemployment Rate 6.1 12.1 18.0
(% of workforce)

State Budget Deficit 0.4 4.5 5.0
(% of GDP)

Foreign External Debt 48,475 46,500' 45,000
(USD, OOOs)

Source: U.S. and Foreign commercial Service [1992], Country~
keting Plan: Poland 1lI 1993), Warsaw.
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Table 2

Poland Trade Indicators, 1990-1992

Indicator 1990 1991 1992

Total Export (mil $) 15,503 14,936 13,500
Total Imports (mil $) 9,230 15,556 18,000
Export to the US (mil $) 409 357 380
Imports from US (mil $) 406 458 470
US share of Polish

Imports (%) 1.6 2.4 2.6

Poland's Leading Import Countries (% share of total)

Germany 20.1 26.5 30.0
Former USSR 19.8 14.1 10.0
Austria 5. '/ 6.3 7.0
Holland 2.5 4.9 5.0
Italy 7.5 4.5 6.0

Poland's Leading E){pol't Countries (% share of total)

Germany 25.1 29.~ 25.0
Former USSR 15.3 11.0 8.0
United Kingdom 7,,1 7.1 6.0
Switzerland 4.7 5.2 7.0
Former Czechoslovakia 4.1 4.6 6.0

Source: U.S. and Foreign Commercial Service [1992], Country~
keting Plan: Poland 1lX 1993), Warsaw.·
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indicators for Poland over 1990 to 1992 period. Total imports
over the three year period increased, with a commensurate' de­
crease in exports. The direction of trade also shifted. As the
table shows, demand for western goods increased in Poland over
the 1990 to 1992 period. Western European countries as well as
the United states increased exports to Poland, while the fo~mer

soviet states share of total imports decreased. Alternatively,
Poland's exports to most Western European countries increased
over the three year period.

Leading economic indicators over the 1990 to 1992 period
point toward increasing positive growth for the Polish economy
(see Table 1). GOP decreased in 1990 and 1991, and economists
estimate that Poland's GOP continued to decline in 1992. However,
economists now folecast positive growth for Poland's economy
starting in 1993. Some sectors of the economy performed better
than others over this period. Wood and paper sales increased by
8.4 percent from 1991 to 1992, while foodstuffs gained 4.5 per­
cent over the same one year period. The construction materials
sector lagged, but nevertheless showed positive growth over the
1991 to 1992 period by posting a 0.6 percent rise, indicating
that investment activity is increasing [Economist Intelligence
unit, 1992].

Privatization ADd pirect Foreign Inyestment

One of the key elements of the transition to a market econo­
my is the privatization of the state ~ector. In order to lessen
government SUbsidies, make Polish businesses more competitive,
bring inflation down and create demand for foreign investment,
the gover~ment initiated a privatization program with the passage
of the 1990 Priva~ization Act and the establishment of a new
ministry to oversee the process. Though privatization got off to
a late start in poland, it quickly came to dominate the economic
agenda of the government in 1992. -

The Privatization Act lists three mechanisms for converting
from a SUbsidized state enterprise to private ownership. The
first mechanism is called the Mass Privatization Program (PPP)
which simUltaneously privatizes select state industries by giving
10 percen't of the enterprise stock to employees, 30 percent to
the Treasury, and distributes the rest among National Investment
Funds (created to facilitate privatization) •.In this manner,
economic and employment dislocation caused by the privatization
process of large sta~e industries is spread among different
investors and across differ9nt sectors.

1. A consensus of economic' forecasters, such Q.S those from the
Economist Intelligence Unit, PlanEcon and the Department of
commerce, have unanimously projected' 'positive growth for Poland
in 1993.

10
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The other twq methods of privatizing Poland's enterprises
are transformation and liquidation. Transformation involves the
selling off enterprises in two stages. First, the firm trans­
forms itself into' a limited liability company or a joint stock
company, owned by the state. Then the firm is offered for sale
through a pUblic offering, trade sale, auction, or the PPP. Thus
far, 12 pUblic offerings have been made on the Warsaw stock
exchange and more are expected to follow. Second, firms may be
liquidated through asset sales, joint venture arrangements, or
management/employee buyouts.

The process of privatizing Polish enterprises gained momen­
tum going into 1992. By the end of 1991, over 97 percent of the
shops and 83 percent of the retail trade were privatized. The
construction sector benefited the most from privatization, with
over 60 percent of the enterprises in private ownership. Trans­
port services also gained private owners, by privatizing over 24

. percent of the sector. Additionally, over 46 percent of imports
were directed at the private sector. In broad terms, the private
sector accounted for 33 percent of GOP in 1991, compared to 28.4
percent in 1989 [Economist Intelligence Unit, 1992, Price Water­
house, 1992].

Poland has also realized the potential of direct foreign
investment as a stimulant for economic growth. Recent legisla­
tive reforms have made the business atmosphere more attractive
for the foreign investor. Legal provisions explicitly directed
at foreign investors in the Joint Ventures Act, Foreiqn Exchange
Act, and Personal Income Tax Act, contribute to attracting capi~

tal to Poland by easing restrictions. Reform in the banking
sector has helped as well. In addition, the planned upgrading of
the communications infrastrurture should further stimulate for-
eign involvement in Poland. .

Poland possesses other qualities wnich contribute towards
the inflow of foreign capital and foreign direct investment.
Geographically, the country is situated between the Western
Europe and a 400 million consumer market to the east. Traditional
business ties with Russia and the new Republics enhance its
attractiveness for foreign investment. Furthermore, Poland has a
large domestic market of 39 million people, with little or no
ethnic minorities. The labor force is also well educated, even
in t~e rural areas. Moreover, Poland is emerging as the most

1.·The World Bank has extended Poland a multimillion dollar loan
to improve its telecommunication system. The resulting improve­
ments of·the telephone system have already been felt in large
urban centers such as Warsaw.
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politically stable and economically Qy~amic of the three more
prosperous Central European countries.

Western foreign c~pital inflow has been significant since
the reform process began. Price Waterhouse estimates that the
total additive investment, measured in US dollars, amounted to 1
billion through 1992. In the most recent year, foreign capital
inflow is estimated at 700 million us dollars and growing. Not
only has the absolute dollar amount of foreign investments in­
creased but the number of foreign companies investing in Poland
has risen as well. In the first six months of 1992 over 2,800
new foreign entities opened businesses in Poland, representing an
increase of 37 percent over the comparable period in 1991.

Implications ~ Warsaw

Warsaw is Poland's capital and largest city and as such,
enjoys international recognition. It is also located in the
heart of Poland, with transportation routes connecting it to
Western Europe and more closely to Moscow, Kiev, Minsk, and the
Baltic states. The City has one of Europe's most modern airport'
terminals, equipped to handle over 3.5 million passengers on
yearly basis and over 50,000 tons of cargo. The City enjoys
productivity advantages that contribute towards its growth.
These advantages are derived mainly from three sources: 1) econo­
mies of urban scale, 2~ economies of agglomeration, and 3) loca­
tion specific factors. The City has the capacity to expand by
attracting new businesses given its abundant supply of land,
relatively new urban infrastructure, and concentration of key
domestic industries (including the government) in the metropoli­
tan area. In 1990, Warsaw's GOP per capita was nearly three
times the national average, thus despite the fact that the City
accounts for only 4.2 percent of Poland's population, almost 12
percent of the country's Gross National ~roduct was produced in
the City [World Bank, 1992].

1. With. an economy of about one-third the size of Poland, Hungary
received 2.5 to 3.75 times more (1.5 billion dollars) than Poland
did in direct foreign investment in 1991. On a per capita basis,
direct foreign investment in Poland in 1991 was 10 to 16 dollars
compared to more than 140 dollars in Hungary and nearly 40 dol­
lars in Czechoslovakia [PlanEcon, 1992]. Nonetheless, Poland
appears to be gaining on its Central European counterparts.
Hungary and Czechoslovakia are currently both experiencing polit­
ical and economic upheavals that are thwarting direct foreign
investment.

2. These factors are not unique to Warsaw. They have been identi­
fied for all major urban centers in Peterson, G., et. al., Urban

"Economies ADd National Development. The Urban Institute, Washing­
ton, D.C. 1991.
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Recently, foreign capital inflows have generally centered on
Warsaw where the pace of economic liberalization is faster. In
addition, Warsaw is attracting investment funds generated by the
internati~nal donor community. Given the current level of devel­
opment in Poland, organizations such as the IMF, the Internation­
al Finance Corporation, the World Bank, the European Bank for
Reconstruction and DevelopDient, the European community, and
bilateral donors such as the USAID, GTZ and others, are investing
considerable resources in Poland either through loan programs,
credit guarantees or direct grants. Warsaw draws upon, these
monies (in disproportionate amounts relative to other Polish
cities) in order to upgrade its infrastructure, environment and
communication sectors. Thase capital investments add to the
capital stock of the Ci~y and, as such, will make long-term
growth sustainable.

In order to service the Polish market, international compa­
nies will require local offices for sales, marketing, and admin­
istration. Most of these will be situated in Warsaw. In addition,
some companies will take advantage of the low cost, but highly
educated, labor force in Warsaw by opening small to medium indus­
tries. Some recent examples of these trends are found in the
food processing industry (P~p~ico, and Coca Cola), computer
'electronics (Sun Micro systlams), and motor vehicles (GM partner­
ship with FSM). Foreign owned retail establishments as well have
opened shop in Warsaw. Some examples include; IKEA, McDonalds,
Bennetton, and Pizza Hut. By the end of 1992; over 70 percent of
the oi the world's top 200 companies wer.e represented in Poland
and well over 5,000 new foreign companies had registered with the
Ministry of Interior [Warsaw Magazine, Estate News, December
1992].

The demand for office and space accommodations in Warsaw by
international firms has increased as the level of economic devel­
opment increased. Healy & Baker, an international ma,rketing firm,
recently estimated the amount of floor space necessary to accom­
modate the influ~of new companies in Warsaw per year. Working
under the conservative assumption that just 25 percent of new
foreign companies in Poland will locate in Warsaw, they estimate
that the current demand for office space is 62,500 square meters
(assuming a 50 square meter per firm average). Furthermore,
given the office characteristics of international companies
already located In Warsaw, Healy & Baker predicts that the annual
demand for space is likely to range from 50,000 to 100,000 square
meters. Retail space requirements are much less in the short
term, since Polish wages are still not high enough to warrant
investment by a diverse range of international retailers. None­
theless, they estimate that the annual demand for retail space in
Warsaw will average between 2,500 to 5,000 square meters over the
next few years.

In response to demand for investment, each of Warsaw's seven
gminas has inventoried and are aggressively marketing their land
and building sites available for commercial use. Table 3 shows
the distribution of the number of properties available for devel-
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Table 3

Properties Offered for Sale by Warsaw's Gminas, December 1991

sites Offered Total Land
Gmina of Sale Area (hectare)

Srodmiescie 20 13.44
Mokotow 73 1,823.60
Ochota 34 96.21
Wola 11 44.50
Zoliborz 40 154'.70
Praga Poludnie 75 1,372.06
Praga Polnoc 71 577.67

Total 324 4,082.18

Source: city of Warsaw, 1991.
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opment and their corresponding land area within the city by
gmina. Out of the total 48,530 hectares in the City of Warsaw,
4,082 are available for commercial development (8.5 percent).
These sites include properties that are offered for mUltiple uses
such as retail and catering services, hotels, banks, housing
estates, etc. The City of Warsaw has compiled these sites and
distributes a promotional brochure to potential investors.

Technical Assistance ~ Economic Development

As outlined above, Poland's economic climate is starting to
improve and as it does, the demand for business locations in
Warsaw should increase. The extent to which these demands can be
met will depend greatly on the ability of Warsaw to modernize its
infrastructure and pr.ovide ample opportunities for modern office,
industrial and warehousing accommodation. While most of the
gminas are working effectively to attract new development, there
is an urgent need to better coordinate property development. One
of the most important facets of agglomeration economies is the
concentration of economic activities. If each gmina pursues its
own indepe~dent program of attracting foreign investment, devel­
opment patterns could become highly dispersed and there will be
little opportunity to create modern business centers. Instead,
Warsaw should promote the development of several dif~erentiated

economic activity centers (concentrations of office space, indus­
trial and warehousing activities). Promotion activities should
include the downtown as well as other well-located areas, such' as
the South Warsaw Airport Project area. To develop these areas,
the City needs to work in concert with other gminas to define and
test the economic and market feasibility of urban development
projects, resolve land ownership and development problems, up­
grade the quality of infrastructure and effectively promote
projects to foreign and domestic invest~rs.

As a first. step, the City should establish a center for
urban economic forecasting and analysis and it should carry out a
detailed assessment of the Warsaw economy. The stUdy should
forecast the future demand for office, retail and commercial
facilities, industrial and warehousing space, and housing and
community facilities. Surveys should also be made of location
requirements of international businesses to define facility and
siting requirements. To identify critical infrastructure moderni­
zation and expansion needs, parallel assessments of infrastruc­
ture should be prepared. On the basis of these economic fore­
casts, business surveys and infrastructure assessments, a city­
wide urban economic development strategy should be prepared. The
strategy should target several areas for economic development and
investment promotion, and identify major urban infrastructure and
urban development projects needed to stimulate urban economic
growth. Given the City's limited financial resources, these urban
development projects should be prioritized according to their
i:.'ilportance in stimulating economic growth and in terms of their
c,,,,rerall costs and benefits. Technical assistance should be pro­
vided to help the city establish the institutional capacity to
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carry out urban economic st~dies and to identify and prioritize
major urban development and infrastructure project needed to
improve the economic productivity of the City of Warsaw.

IV. INSTITUTIONAL AND LBGAL PRAMBWORK POR URBAN DEVBLOPMBNT
PLANNING

Implementing an overall economic development strategy re­
quires an efficient institutional and legal framework for plan­
ning and decision-making. Present structures of governance, urban
management and property rights in Warsaw are complex and confus­
ing and act as a brake on efforts to promote economic develop­
ment. This section provides a brief overview of the current,
evolving institutional environment and discusses how it affects
urban development.

Local Goyernment Administration

sweeping changes in Poland's local government laws will, for
the first time in 50 years, confer land Dlcmagement, urban plan­
ning, project planning and infrastructure developmeht responsi­
bilities on local governments. These cbanges came into being in
1990, with the adoption of the Local Self-Government·Act. These
and other changes are radically altering the institutional struc­
ture of Warsaw's governmental system, and will profoundly affect
the environment in which urban development planning takes place.

Prior to the adoption of the 1990 Act, gminas (local dis­
tricts or communes) were merely one of the territorial units of
state administration. The 1990 Act dramatically changed this by
expressly giving qrninas their own legal status, separate from the
state, and stipulating that inhabitants 'of qminas constitute a
self governing body. This new autonomy is guaranteed by the 1990
Local Self-Government Act and the Polish constitution.

Each Gmina has a legislative body, similar to a city coun­
cil, a mayor or city manager which serves as the chief executive,
a senior financial officer who drafts the city bUdget, and numer­
ous departments, agencies and bureaus charged with the ongoing
oper~tion of the city. The 1990 Act sets out a list of pUblic
services for which qminas are responsible, including: roads,
traffic control, local pUblic transport, planning and land man­
agement, management of pUblic buildings, parks, markets, cemeter­
ies, water, electricity and gas supplies, housing, social serv­
ices, health service, education, local bye-laws, fire prevention
and protection of the environment. These responsibilities are not
however, exclusively reserved for qminas, and there are overlaps
between the qminas, the state and the Warsaw Municipality.

Gminas may also form enterprises' including limited compa­
nies. They can initiate and participate in business activities
which are connected to their pUblic s~rvice functions and if
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"public needs so :L:eq'Jire" they can directly engage in other
business activities. Many q.minas are already taking advantage of
this statutory power and are starting businesses to finance
public services. Wola District has been one of the most aggres­
sive 9rninas in Warsaw in this regard.

Warsaw is comprised of seven qminas, each now operating as
an independent local government. The seven qminas and their
population is listed in Table 4. with much of the power of the
City of Warsaw devolved to the Gminas, the City now operates &s a
"Union," with an executive body of the Union consisting of 28
representatives, four from each of the seven Gminas. These repre­
sentatives are elected by their respective Gminas. The President
of the City of Warsaw (the Union) is elected by all district
councilmen. The President of the Warsaw Union heads a management
committee (Which is also elected by the Executive Council of the
Union) which is responsible for the overall operation of the

. Union. Figure 2 illustrates the organizational structure of the
Warsaw Municipal Government.

The division of responsibiliiies between the city of Warsaw
and the Gminas is far from clear. While the recently adopted
City Charter Ordinance haa nat been fully operationdlized, in
theory, it assigns to the City responsibili~y for matters result­
ing from its status as the capital and local self-government
matters which involve city-wide, rather than simply qmina-level
concerns. In this regard, the City has been given. explicit au­
thority for preparing a new master plan for Warsaw. In addition,
the city also has responsibility for providing and maintaining
infrastructure services such as water and sewage treatment and
distribution systems, district heating and transportation. An
interesting feature of the Local Self-Government Code does not
allow the City of Warsaw to own land subject to development, only
qmina's can enter into binding contract~ to develop land.

The Local Self Government Act continues to modify relation­
ships between the City and its constituent qminas. For example
the Warsaw Office for the Development of the City (WaDC) previ­
ously managed tha development ~f towns and housin,g estates in the
capital region (the viovodship ), specific activities included
preparation of plans for housing construction and infrastructure,
identification of housing developers and investors and overall
management of construction projects. In essence, this office

1. This ambiguity has led to pending legislation currently being
debated in the legislature, which aims at better defining the
individual responsibilities of gminas and the City and clarifies
the relationship between them•

. 2. Voivodships of Poland are geographic regions of the State
administration.
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Table 4

The Gminas of the Warsaw Municipality

Gmina Size % of population % of Pop. Density
(sq. km.) Total Total (pop. /sq.km.)

Srodmiescie 15.6 3.2 156,000 9.4 10,000
Mokotow 116.0 23.3 367,000. 22.2 3,164
Ochota 47.5 9.8 173,000 10.5 3,642
Wola 44.5 9.2 254,000 15.3 5,708
Zoliborz 40.6 8.4 204,000 12.3 5,025
Praga Poludnie 111.5 23.0 260,000 15.7 2,332
Praga Polnoc 109.6 22.6 241,000 14.6 2,199

TOTAL 485.3 100.0 1,655,000 100.0 3,410

Source: City of Warsaw, 1991.
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Flgur.2. Organlzallonal Structure of the Warsaw Union Administration
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served as the developer and manager of housing and infrastructure
projects in Warsaw on behalf of the State. Now, with the politi­
cal and institution reforms, things are different.

The WaDe's charter is being revised, and responsibilities
for housing and urban development projects are being shifted to
local elected officials at the gmina level, and new market-based
approaches to housing development and distribution are being
implemented. As democratic institutions are developed and as
administrative responsibilities are reallocated, the institution­
al framework for planning and urban development is being radical­
ly reformed. with the passage of the Local Self-Government Act,
responsibilities for planning and urban development are decen­
traJ.ized. While these changes will increase the responsiveness of
government institutions, decentralization poses great challenges
for orchestrating the efficient development of Warsaw.

property Rights. Communalization ~ Reprivatization Qf~

Another facet of the overall legul and institutiollal reform
taking place in Poland is the large-scale denationalization of
certain categories of State movable and immovable property. Such
properties are currently being vested with the'gminas in which
they are located. This process is referred to as communalization.
Once properties are transferred, they may then be auctioned to
priv~te entities. The transfer of State property has the poten­
tial of providing qminas with considerable resources. Real
property in partiCUlar has the potential of providing gminas with
considerable income from ground and building leases. However, the
process is complex and is hampered by the lack of a fUlly func­
tioning property register and the absence of a law on property
reprivatization. with communalization of property started in May
1990 and continuing over the past two years, the most aggressive
gminas have only been able to communalize about 60 percent of
effected proper~ies.

A major concern of potential buyers of communalized land is
the possibility of a claim by a former owner. Poland, like other
transition economies, recognizes that some form of restitution or
compensation must be made to owners of land expropriated without
compensation by government during the communist era. If chal­
lenges are successfUl, the former owners are entitled to receive
compensation: they may have land returned; they may receive cash
compensation, or be provided with equivalent land. To establish a
claim, the claimant must provide proof of ownership: title docu­
ments; evidence of a mortgage lien or other documentary evidence.
Unfortunately there is no law to guide the process since the
reprivatization law has not passed. There is speculation that a
law will pass in 1993 and that prior owners will have until 1995
to file claims. Experience with restitution in other Eastern
European countries has proven that the process to restore owner­
ship rights is complex and therefore lengthy.
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An impediment to the communalization of property is the fact
that many properties require considerable upgrading and moderni­
zation before they can be put to their highest and best use.
Gminas simply lack the capital to carry out such improvements and
consequently, many have been forced to sell property (especially
shops and commercial buildings) at relatively low prices to
urgently raise funds to cover day-to-day operations. It may be
that the short run financial needs of a gmina force it to dispose
of a property in a way that will lead to its underutilization. In
other cases, critical properties which should be developed into
activities of city-wide importance may be sub-optimally de- .
veloped.

There are two methods for the transfer of such properties,
one is automatic and the other is based on the application of
gminas for the gratuitous transfer of certain categories of
properties described in the law. The types of properties which
can be automatically communalized include the following:

1) state property which until the reform was in the custody
and control of former basic territorial units of the state;

2) property of state enterprises and organization units
which until the reforms were controlled by former territorial
units of the state; and

3) state property which was 'in the custody and control of
voivodships or of state enterprises managed by voivoaship author­
ities which is indispensable for fulfilling statutory functions
of qminas.

If properties are jointly used by gminas, they must be
divisible. If they aren't, they must be either transferred to
inter-gmina unions or to one qmina on the basis of an agreement
between gminas.

Gminas can request the gratuitous transfer of state property
not used to satisfy pUblic needs if such property I is incidental
to the functions of the gmina. Gminas can also request the trans­
fer of agricultur~l land from the state Land Fund, and land in
control of state enterprises if such land is not now used for its
intended purpose.

·Severa1 categories of land and property are exempted from
communalization, including state property used by administrative
and legal bodies of the State; properties used or controlled by
state enterprises whose activities extend beyond the boundaries
of one voivodship or which operate on a national scale; nonagri­
cultural land held by the state Land Fund; State properties
subject to international treaties or agreements and state proper­
ty'used by the Church. In all cases communalized land is subject
to the existing rights and obllgations arising from perpetual
~sufruct.
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• The communalization process proceeds as follows: 1) the
commune council forms an Inventorization Committee; 2) the' Com­
mittee prepares an inventory of all property sUbject to automatic
commun~lizatior (to be completed within three months of the
establishment of the committee), it also prepares a protocol of
all property which the gmina will request a gratuitous transfer
from the state; 3) the inventory and the protocol are made avail­
able for pUblic inspection, including pUblic noticing; 4) any
person or legal entity, including another gmina, claiming to have
legal rights over any of the properties listed in the inventory
or protocol must submit a claim; 5) claims are considered by .the
Inventorization Committee, and if any are recognized the invento­
ry and/or protocol is amended; 6) the voivodship reviews the
committee's proposal; and 7) after approval, if communalized
property is land, the gmina registers itself as owner in the land
register.

Technical Assistance Needs

Warsaw's complex and fluid local government structure and
the evolving and unclear practice of land communalization and
reprivatization will make the elaboration and implementation of
an overall economic development strategy difficult. The coordina­
tion of urban development projects, especially largescale one
requiring the collaboration of mUltiple jurisdictions will be
difficult. 1

As, a recent World Bank sector review of Warsaw's transporta­
tion concludes: the City's deficient governmental organization,
fragmentation of technical decision-making and poor integration
of decisions makes it very difficult to properly plan and imple­
ment new infrastructure and urban development projects.
Considering the need to link all sectors of urban development,
the lack of coordination between local governments poses an even
greater challenge to the City. In the process of providing tech­
nical assistance activities, USAID should strive to develop
strong intergovernmental connections between the city and the
gminas.

Discussions with government officials at the Municipality
and gmina level suggest that there is little in the way of a
clear cut strategy regarding the sale of communalized properties.
No one is trying to develop an overall strategy for maximizing
the potential benefits of privatizing such parcels. Instead,
gminas are aggressively and in some cases desperately selling
properties to generate resources to cover financial shortfalls.

The City of Warsaw should play a key role in helping gminas
develop communalized land to its highest and best use. Once the

'1. The complexity may increase. A new level of government is
being proposed, that of the pre-World War II Powiat jurisdiction.
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city has prepared ~n overall assessment of the Warsaw economy,
identified critJ.cal urban d~velopment needs and prepared an
overall urban economic development strategy, it can help gminas
develop properties to their highest and best use and insure that
critical infrastructure services are provided. Technical assist­
ance should be provided to the city and gminas to develop strate­
gies for the privatization of key urban properties. A key element
in such technical assistance will center on new approaches to the
financing of infrastructure and urban development projects.

v. MODERNIZING AND EXPANDING WARSAW'S INFRASTRUCTURE TO SUPPORT
BCONOMIC DEVELOPMENT

As stated previously, Warsaw's needs to improve the effi­
ciency and productivity of its economic base. This will require a

. costly modernization and expansion of its infrastructure systems.
The present system of project identification and financing is not
adequate for meeting future needs. New approaches to infrastruc­
ture financing are needed which rely on capital bUdgeting,
project evaluation and prioritization, as well as new methods of
cost recovery to recapture the capital costs of infrastructure

.projects. This section outlines critical infrastructure needs and
assesses current approaches to infrastructure financing.

Infrastructure Needs

Limited financial resources are impeding Warsaw's ability to
modernize and expand its infrastructure systems. At the present
time construction of Warsaw's subway is stalled for lack of
r~sources, and rolling stock cannot be ordered. The City's system
of trams and buses is old and needs up-dating. About 100 tramway
cars need immediate replacement and over the next eight years 400
tramway cars and 250 buses must be replaced. The City's traffic
control system needs modernization and better at-grade separation
is needed between vehicle traffic, buses and trams. Approximately
25 kilometers of roads need modernization. Traffic engineers
estimate that the city needs to construct an additional 30 kilom­
eters of transit routes and construct 4,000 to 5,000 structured
parking spaces in the downtown.

In the area of water supply and sewerage treatment, a varie­
ty of improvements are needed to improve water quality and to
expand the sewerage treatment collection area. A new 600,000 m3
per day water filtration system is needed. Ozonization and acti­
vated carbon treatment methods of water purification need intro­
duction in the northern, central and Praga water SUbsystems.
Additional system improvements include ~he construction of zone
stations (pumps and tanks) and extension of the systems 800-1400
rom pipes. A variety of sewerage disposal and treatment improve­
ments are needed to modernize Warsaw's system, including: con­
struction30f two treatment plants with a total capacity of
880,000 m per day on the left bank of the city; construction of
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three kilometers of new sewage collector lines and pumping sta­
tions to serve new areas of the city; and construction of four to
five sludge treatment facilities.

One of ' the most critical infrastructure problems facing the
City centers on its district heating system. The entire system is
outdated and in immediate need of modernization. The system draws
on untreated water to provide steam heat and hot water. The water
flowing through the district system is highly corrosive and
causes considerable damage to the heating and hot water network.
The system lacks modern monitoring equipment and automatic regu­
lation, and as a consequence is SUbject to frequent failure. The
system does not have SUfficient capacity to provide for the
heating and hot water needs of the popUlation during very cold
periods. The current heating deficit is estimated at 300 giga­
cals/hr.

Municipal Finance Practices

Before the passage of the Local Self-Government Act, local
government revenues were derived mainly from various wage and
turnover taxes paid by enterprises. Transfers from the central
government and local taxes constituted only a small portion of
local revenue. 'Additionally, special purpose funds from the State
coffers were used for major capital projects, such as housing,
and infrastructure. norrowing on the part of communities was
never practiced.

The adoption of the Local Self Government Act and three
related acts (the 1990 Act on Revenue of Gminas and Rules of
Financing, the 1991 BUdget Act, and the 1991 Act on Taxes and
Local Fees) replaced the old centralized funding mechanism for
local governments. Thus gminas are now empowered to derive reve­
nue from: 1) local own-sources, 2) state subsidies, including
shared national taxes and grants, and 3) credit and bond issues.
The distribution of revenue among the three types of sources for
gminas cannot be assessed since the laws governing local revenue
only fully took effect in 1992. But what is clear is that gminas
now have much greater fiscal autonomy (though restricted by upper
limits set on local tax rates and fees).

Gmina's derive income from a range of locally levied taxes
and user fees. One of the most direct income generating mecha­
nisms is the tax imposed on enterprises situated within the
gmina. The business tax varies according to the type of enter­
prise, such as cooperative, privately-owned businesses, joint
ventures or partnerships and state-, voivodship-, or gmina-owned
businesses. Some other own-source revenues include taxes on dog
ownership, vehicle ownership, property, gifts, inheritances, and
agriCUltural land and forests~ Own-source revenues also include:
interest payments, stamp and fiscal duties, and rent payments for
gminas owning real estate. Of the different types of local taxes,
the property tax has thus far generated the largest share of
local revenues.
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Beginning in 1992, local government units received shares
from the state1s newly instituted personal income tax. This type
ot revenue sharing differs from the one in place In 1991 which
distribu~ed national income derived from taxes on state enter­
prises and wages to localities. with the introduction of the
personal income tax to Poland (and commensurate with a value
added tax), the national tax base was radically transformed,
reducing state and local revenue based on enterprise and wage
taxes. Currently, qminas receive 15 percent of the new income
tax.

In addition to' own-source and state shared funds, qminas
receive different forms of central-to-local government equaliza­
tion grants. One type of grant is the general grant which 1s
earmarked for various sectors including education, administra­
tion, culture and arts, welfare, and housing and environment.
The amount of the grant for each qmina is proportional to the
number of inhabitants. The grant monies are adjusted according to
a complex set of factors which relate to the general characteris­
tics of the locality. For example, qminas with a sea port receive
special compensation.

Three discretionary grants are ELlso available to the qminas.
One is the investment expenditure grant. This type of grant is
used to fund major investment projects which h~ve been approved
by the Ministry of Finance. Second, a school grant is available
to those qminas which have decided to take over the responsibili­
ties for schools within their jurisdiction. The lev~l of funding
for this type of grant is also determined at the national level.
The last type of grant available to qminas is the reserve grant.
The grant amount for each qmina is based on the combined income
of the qmina and is issued on a discretionary basis. A formula is
used to determine the reserve grant, taking into consideration
the qminais per-capita revenues from alr sources.

with the passage of the new Acts, qminas may now borrow and
issue bonds to finance current axpenditures. Credit terms for
local governments are short term: loans must be repaid within the
budget year and the amount of the loan may not exceed 8 percent
of the qmina budget expenditure in the first half of the budget
year and 4 percent in the second half. In addition, a qmina may
borrow to finance expenditures, not covered by revenues though the
terms for this type of borrowing are very restrictive. Bond sales
are another legal form of reVf!nUe generation for qminas, however,
since long term credit marketla are not yet established in Poland,
this type of financing is not available.

The City of Warsaw, for fiscal purposes, is treated as one
qmina. Therefore, each composite qmina is SUbject to the same
fiscal regulations as is the City, though the distribution of
revenues differs. For example, in 1991 the City of Warsaw de­
rived 80 percent of its reverllUe from taxes imposed on enter-
prises, 12 percent from taxeSI on individuals, 6 percent from
central government grants, arid 1 percent from services and fees.
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The City's total revenue amounted to roughly 1 trillion 928
million zloty, which equated to 1,167,000 zloty per capita in
1991. While the qmina of Mokotow (within the city of Warsaw)
derived only 12 percent of its revenues from taxes imposed on
enterprises, 9 percent from taxes on individuals, 8 percent from
various settlem~nts (which the city of Warsaw is not sUbject to),
and 72 percent from central government grants. The city of
Warsaw's total revenues amounted to about 37 percent of the
combined revenues earned by all seven qminas in 1991.

Developing new approaches to infrastructure finance will
require fundamental changes in the overall institutional struc­
ture of local government as well as technical changes in the
financial appraisal of projects. For example, the World Bank's
transportation sector review concludes that:

the continuing fragmentation of responsibilities for
urban transport among different tiers of government is
problematic from the point of view of establishing
priorities and coordinating policies and investments .•••
The community of interest, the distribution of political
power, the fiscal environment and the scope of decision
making for a city government are quite directly related
to misallocation of investments within a given
sector •••• Moreover, in the system of split jurisdic­
tions it is very difficult if not impossible to make
intersectoral tradeoffs for a given city, e.g., between
investments in water resources and investments in trans­
port [World Bank, 1992].

Thus, in order to effectively implement an urban economic
development strategy which includes critical multi-sectoral urban
development projects in targeted areas, the City needs to design
and utilize new capital bUdgeting and project financing methods.

Techn~ Assistance ~ Urban Development Finance

The present and evolving system of municipal finance will
make it difficult to finance major urban development projects.
There is little experience with long term debt financing of
projects and financing and cost recovery considerations are
rare~y an integral part of project design. Currently, proposals
prepared by the City do not include sound financial analysis and
there is no mechanism for assessing and prioritizing projects
within and across sectors. In an era of unpredictable resources
with central transfers expected to decline dramatically next
year, the city needs to train its staff to expand their ability
to mobilize financial resources for the projects that the city
most wants to undertake and which have a sound basis for expecta­
tions of success.

Three forms of technical assistance are proposed. The first
will be the preparation of a paper and delivery of a seminar or
seminars on municipal finance, which will provide ideas and
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methods for improving the way municipal and district staff apply
project finance, capital budgeting and priority-setting methods.
Second, a series of pilot studies will be prepared examining how
to finance the provision of additional infrastructure to areas
proposed for redevelopment and densification. The third area is
the development of guidelines for the preparation of project
financing proposals which can be used for a variety of urban
development projects. The guidelines will establish an accepted
format for such proposals to ensure a certain level of complete­
ness and quality. They will also formalize the methods explained
in the finance seminars as standard approaches for structuring
the financing of urban development projects.

VI. WARSaW' S BVOLVING URDU PLUIIIIIG SYSTEM

until the reforms of 1990, land use planning and development
control in Warsaw was highly restrictive. The centerpiece of
development control was the master plan, which provided the
precise specification of uses and areas. The former master plan,
adopted in 1982, restricted development to five main corridors.
Development in these areas was limited, p~rmitting population
densities of about 70 persons per hectare. For example, approxi­
mately 36 percent of the land areas of the Ochota and Mokotow
gminas were zoned for agricultural use. The combination of low
development densities and a "wedges and corridors" plan has
resulted in the rapid outward expansion of the city, and an
increase in transportation and energy costs. Besides severely
limiting development to the five corridors, the prior master plan
froze the development of over 2000 parcels of land scattered
throughout the city by stipulating precise uses which were either
economically infeasible or unwanted [World Bank, 1990].

A recent World Bank assessment of tbe physical structure of
Warsaw concluded that actions to increase the development inten­
sity of the City are needed [1990]. The study made the following
recommendations:

1) identify among the areas zoned agricultural, the ones
which have a real environmental value and rezone them as protect­
ed areas;

2) move the restrictive agricultural zone away from the
built up area and the existing infrastructure in order to in­
crease the supply of land;

3) develop infrastructure within a 10 kilometer radius in
land formerly zoned agricultural. Allow higher densiti~s and more
intensive use of land within the 10 kilomster radius;

4) identify underutilized land in built up areas and prepare
. schemes to develop or redevelop such areas;
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5) identify areas where deficient infrastructure prevents
densification,estimate cost of infrastructure improvement and
design a method of recovering such costs from land sales, de­
veloper fees, or taxes [World Bank, 1990]

Fortunately, Warsaw's new master plan moves a considerable
distance toward the recommendations of the World Bank and others
in terms of making the urban planning framework more market
oriented and efficient. The major change is that it relies on a
much more flexible set of development controls. The current
master plan designates six general areas for urban development:
1) central area; 2) housing and services; 3) technical and indus­
trial; 4) services and warehousing; 5) green areas; and 6) corri­
dor areas targeted for environmental friendly activities.

In addition to these designations, the planners are also
designating certain areas of the city as economic development
zones. Economic development initiatives are targeted on these
areas,· and thu city, along with gminas and other concerned public
sector agencies will work together to promote development. Imped­
iments to development, such as poor infrastructure, complex and
fragmented patterns of land ownership will be remedied as neces­
sary.

While the overall reforms in the Warsaw planning system are
to be commended, serious problems remain. First, with the more
general character of the new master plan, gminas must now prepare
detailed development plans. Discussions ·with planners at the City
and gmina levels suggest that they could benefit from technical
assistance on modern land use planning methods for industrial,
warehouse, office park facilities. It is not clear how these two
planning activities will be reconciled and whether the new master
plan may encourage the dispersal of urban development to poorly
equipped areas and limit the city's ability to develop modern
business activity centers offering the benefits of agglomeration
economies. It is not clear that the areas targeted for economic
development promotion are the most appropriate. Without a careful
economic assessment of the Warsaw economy it is unclear exactly
how much land should be targeted for industrial, warehouse or
office park development and where it should be located. Further­
more additional information is needed to determine the exact
types of industries likely to locate in Warsaw. These users will
have varying requirements and this will obviously affect the
location and character of land development.

Technical Assistance in Urban Development Planning

There are several areas where USAID could provide technical
assistance to the City of Warsaw. The first area is in helping
the City to further modernize its overall master planning activi­
ties, helping Warsaw planners more directly link economic and
market analysis with physical land use planning. This includes
estimation of the future demand for industrial, warehouse, of­
fice, retail and residential land. Assistance should also be
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provided to provide new models for the design and layout of
office and industrial parks. Additional technical assistance
should center on densification and infill studies: how to identi­
fy potential areas and how to structure new projects.

VII. THB SOUTH WARSAW AIRPORT PROJBCT

seeing that efforts to attract foreign capital were piece­
meal, dispersed and having limited impact on Warsaw's urban
economy, the city launched its Action Area program. This program
targets areas for comprehensive physical and economic transforma­
tion, attempting to create zones with modern infrastructure to
support the needs of new industrial and commercial development.

The most ambitious Action Area project proposed by the city
of Warsaw is the South Warsaw Airport Project (SWAP). This area
was chosen for a variety of factors. First and foremost it is
extremely well-located, surrounding the airport and straddling
the proposed Berlin-to-Moscow highway. The project area is locat­
ed south of the City's center, and it is close to middle- and
upper-income suburban residential areas. The area around the
airport is underutilized and the patterns of land use are ineffi­
cient and out-dated. Warsaw desperately needs modern warehousing
and office districts, and the south airport area is well-suited
for such activities. In addition, it is an area well-suited for
industrial and non-CBD-office park development.

The South Airport project was initiated in 1991 and involves
the participation of the city of Warsaw, Ochota and Mokotow
gminas and the City of Raszyn, located outside the Warsaw city
limits but within the Warsaw voivodship. It also includes LOT,
the Polish Airlines, and both the Warsaw and Polish Chambers of
Commerce. participation is also sought from the Polish Airport
Authority, the State agency responsible for the operation of
Warsaw's Okecie Airport. The entire project area covers 17 square
kilometers, contains at least 16 state owned enterprises and has
a diverse mixture of state, local and privately owned land. While
a complete inventory of land ownership for the entire project
area is not now available, the portion of the project located in
Raszyn, totaling 415 hectares, has 450 individual owners. other
more urbanized areas will have far more owners.

The objectives of the project are to:

1) develop an appealing, modern area conducive for attract­
ing foreign investment;

2) link together the private and pUblic sectors to jointly
develop the City; .

3) introduce modern market-oriented business and legal
practices;

29



•
4) develop and utilize a wide range of economic incentives

to attract international capital; and

5) encourage local governments to use effective economic and
land use planning tools to attract new urban development.

Only 10 to 15 percent of the project land area will be owned
by the parties participating in the project. The remainder of the
land will be owned by private individuals and the state. The
intent of the project is to prepare a detailed strategy for
creating an economic zone around the airport and to actively work
to implement such a program. The proposed strategy is to equip
the area with high quality communications and transportation
infrastructure while maintaining environmental quality.

A participation agreement (see Annex 2) has been signed by
these parties establishing a Working Team to make the following
assessments:

1) survey of physical, ecological, legal and economic condi­
tions in the project area;

2) assessment of the social and economic potential for an
economic zone;

3) feasibility study for the implementation of an economic
zone; and

4) preparation of a marketing and promotional champaign for
the development of an economic zone.

At the present time a number of studies are underway. These
include: surveys of zoning and spatial regulations currently in
force in the project area; development of sn investment strategy;
preparation of legal regUlations governing zone development and .
management; and studies to identify optimal organizational struc­
ture for zone. .

Discussions with the professionals assigned to the Work Team
revealed a number of obvious concerns regarding the feasibility
of the project. The first obstacle is how to finance the upgrad­
ing of the infrastructure to create an attractive economic cli­
mate for industrial, warehousing and commercial development.
Second, the team recognizes the enormous problems posed by land
reprivatization, land restitution and communalization issues
discussed above. Project staff clearly perceive the need to
consolidate land parcels into large assemblies so that industrial
and office parks can be created. However, they are quick to point
out that it will be impossible to use expropriation powers to
compel owners to sell. A third area of concern centers on how to
design an effective institutional structure for creating pUblic­
private joint ventures for project development •
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Technical Assistance Related t2 ~ South Warsaw Airport
Project

Project-oriented technical assistance should build on the
more strategic-focused assistance discussed above. It should draw
on the economic and market studies prepared for Warsaw to identi­
fy the highest and best uses for the South Warsaw Airport Project
area. Overall assistance should identify new methods of infra­
structure and project finance outlined above. These methods
should then be applied to the specific needs of the South Warsaw
Airport Project, and to other promising urban development
projects as well.

Technical assistance shOUld be provided to help the city
identify the best possible models for facilitating and managing
pUblic- private real estate development. Numerous questions need
answering: Should the City set up a corporation inside or outside
of its governmental structure? To whom should the corporation
report? Should the city have one real estate development corpo­
ration or should it establish several corporations to take on
projects in various areas of the city or to address partiCUlar
types of projects? What type of relationships should the corpora­
tion(s) have with qminas?

To clarify and find answers to these and other institutional
questions, technical assistance should be provided to review and
evaluate the range of approaches taken by cities in North Ameri­
ca, Europe and Asia to implement pUblic real estate development
programs. A paper identifying the range of institutional design
options will be prepared and presented at a seminar held for
senior City staff to discuss institutional design options and to
identify what actions if any should be taken.

VXII. PROPOSBD TBCHNICAL ASSISTANCB PROGRAK

On the basis of the mission, we propose a collaborative
program of technical assistance which provides a broad analytical
and policy foundation for defining and supporting the implementa­
tion of specific urban development projects. Eight technical
assistance activities have been identified which respond to the
city ,of warsaw's request for technical assistance. Together they
provide a logical and integrated program which is likely to
facilitate the economic and spatial development of the city and
improve the productivity of its economy (see Figure 1 for a
schematic diagram af the overall technical assistance approach).
The activities include:

1) assess the future economic development potentiai of the
Warsaw economy, identify the leading sectors of economic expan­
sion and estimate annual demand for industrial, office and retail
facilities;
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2) identify the critical location requirements of interna­
tional corporations seeking production and distribution centers
in Central and Eastern Europe and gauge the relative attractive­
ness o~ Warsaw over other regional centers; .

3) prepare an overall economic development strategy for
vitalizing and promoting economic activities in the City's indus­
trial, commercial and residential areas which is based on compre­
hensive economic and market studies; an assessment of the City's
infrastructure systems and a realistic capital bUdgeting program
for modernizing and expanding them;

4) introduce new institutional and analytical methods for
conducting pUblic-private real estate development including
options for mUlti-participant organizational structure, manage­
ment and financial participation;

5) provide advice on international land use planning and
design standards and practices for industrial, trade and business
park development;

6) identify feasible and appropriate forms of land control
and management for public real estate development, including
compulsory land acquisition, zoning and specific plans;

7) facilitate the development and self-financing of infra­
structure and maj'or public investments by providing technical
assistance on new methods of infrastructure financing including:
special assessment districts, tax increment financing, land
readjustment, developer exactions, and local and municipal fi­
nancing and cost recovery; and

8) provide training in urban economic analysis, market
research and project feasibility analysis for real estate devel­
opment, techniques of pUblic-private real estate development, and
modern municipal finance practices, including project preparation
and appraisal, financial feasibility analysis and methods of
cost-recovery.

~ Urban Economic Analysis gf Warsaw

One of the most critical determinants of how quickly and
effectively Warsaw can restructure its economy is its ability to
identify, attract and implement urban development projects. At
the present time the City is ill-equipped to carry out such tasks
because it lacks the capacity for urban economic analysis.

It is currently difficult to obtain information about eco­
nomic growth trends. No office within the City now gathers or
analyzes data needed to assess the local economy. In no case do
departments preparing development projects assess market demand

. or possibilities for cost recovery. Current planning activities
pertaining to the South Warsaw Airport Project are not based on
an economic assessment of market demand. city departments, inter-
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national donors, and districts could all ben&fit from such infor­
mation but the city lacks the capacity to prepare them. USAID's
assistance could take the form of both undertaking analytical
work and working with the City to build capacity to prepare
economic studies and provide ongoing economic intelligence and
monitoring.

The City should consider establishing an interdepartmental
working group to study the Warsaw economy. Such a group might
consist of professional staff from:

1) Regional Planning office of the Warsaw Voivodshipi
2) City of Wareaw Department of Land Developmenti
3) city of Warsaw Department of Development Promotion;
4) the Warsaw 2000 expert groupi
5) Polish Chamber of Commerce; and
6) State Foreign Investment Agency.

This group would work with expatriate economists to prepare
an analytical framework for studying the current and future per­
formance of the Warsaw economy. Such a framework would identify
existing local, national and international databases which pro­
vide information about economic activity, and include the prepa­
'ration of analytical models and assessment protocols for evaluat-
ing economic performance and conditions. Assessment studies would
be prepared in order ·to identify"cr.itical'economic issues and
opportunities facing the City. Sectoral studies would be annually
mad~ of employment and business activity, including demand for
office, industrial and commercial space in and around the City.
The technical assistance team and the working group would develop
an ongoing work program for data collection, analysis and report­
ing.

~ InternatiQnal Business AttractiOn Survey

To prQmQte overall econQmic development, the municipal
government must consider hQwto make the City more eCQnQmically
productive so that it can effectively cQmpete in an integrated
EurQpe. The exte~t to which Warsaw can attract international
capital tQ spark its emerging market economy will' depend on the
City's cQmpetitive position relative to other Central and Eastern
European cities, such as Prague, vienna, Berlin and Kiev.

Increasing Warsaw's economic productivity requires major
improvements to its urban infrastructure and land use patterns:
modernization Qf its road and rail transportatiQn systems, up­
grading the telecommunicatiQn system, increasing the supply Qf
mQdern warehouse and industrial estates, promoting the develop­
ment of modern office bui~dinqs, improv~ng the quality of its
housing stock and increasing the quality and skill level of its
labor force. Additionally, the city should concentrate on provid­
ing development opportunities for the private sector, by facili­
tating the redevelopment Qf industrial and underutilized areas.
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If Warsaw is to attract foreign direct investment, it must
clearly understand its competitive position in Central and East­
ern Europe and the location requirements of potential foreign
businesses and investors now searching for office, warehouse and
industrial facilities in the region. complimenting the urban
economic analysis activity outlined above, we propose a survey of
corporations seeking office, production and distribution centers
in Central and Eastern Europe to gauge their location require­
ments and to assess the relative attractiveness of Warsaw over
other centers. The survey would also help to pinpoint the criti­
cal infrastructural and business services Warsaw must have to
effectively compete with other regional centers.

The survey would be a combination of mailed questionnaires
and face-to-face interviews. The universe of firms is comprised
of major European and North American corporations considering
locations in Warsaw and other Central European cities. To develop
a sample of firms, West European and North American Embassies and
bilateral Chambers of Commerce will be contacted in Warsaw,
BUdapest and Prague to develop a list of firms interested in
locating in the region. A mail survey questionnaire will be sent
to approximately 300 firms. This will be complemented with ap­
proximately 50 face-to-face interviews.

The results of the international survey and the urban eco­
nomic studies outlined above will be used to gauge the potential
for developing large vacant and underutilized parcels throughout
the City, taking in1~0 consideration such possibilities as light
industrial, high tech flex space, warehousing, retail, office and
institutional uses. Assessments will be made of the annual effec­
tive demand and potential net absorption of space over the next
five years for these property types and Gurveys will be conducted
to determine user needs and preferences for vacant and underuti­
lized lands. The assessment will closely evaluate the demand for
industrial, office, trade and warehousing facilities in the South
Warsaw Airport Project area in order to prepare a detailed devel­
opment program, including types of facilities needed, infrastruc­
ture requirements, phasing, site sizes and configurations.

~ Warsaw Economic Deyelopment strategy

Based on the economic and market assessments of the Warsaw
economy, we propose developing an economic development strategy
for the City. The objective of the strategy is to develop and
expand economic activities in the City's industrial, commercial
and residential areas. The strategy will identify key business
and economic sectors which should be ta~geted for business promo­
tion. It will also identify the specific location and infrastruc­
ture requirements of targeted businesses and designate areas in
the city appropriate for such· activities. Assessments of the
level of infrastructure services in these areas will be made and
critical capital improvement projects·to modernize and expand
services will be identified and prioritized. Parallel surveys of
land ownership and development potential of designated areas will
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be made. The overa,ll strategy will provide a market based program
for carrying out specific urban development projects to expand
Warsaw's economy.

~ Public-Private B§Al Estate peyelopment; Institutional
options ~ Practices

The current organizational structure for the South Warsaw
Airport Project is cumbersome and its legal authority to prepare
development plans and attract capital is unclear. As the City
moves forward with its program to improve the land use efficiency
of the South Warsaw Airport Project area, it should consider a
variety of options for structuring an effective public real
estate development entity. Oetermining what type of atructure is
necessary requires answering a number of questions inclUding;
Should the city set up a corporation outside of the city govern-

,ment? Should the City establish a real estate program within the
City's administrative structure? Where should such an internal
unit be lodged? Should the city have one real estate development
corporation or should it establish several corporations to take
on projects in various areas of the City or to address particular
types of projects? How should surrounding districts and other
government agencies such as LOT or the Airport Authority partici­
pate in the South Warsaw Airport Project.

To clarify and find answers to these and other institutional
questions, technical assistance activities are proposed to review
and evaluate the range of ap~roaches taken by cities in North
America, Europe and Asia to implement pUblic real estate develop­
ment programs. A paper identifying the range of institutional
design options will be prepared and presented at a seminar held
for senior City staff to discuss institutional design options and
to identify what actions 1f any should be taken.

~ Assistance~ Industrial ~ Business fAXk~ Plan­
ning ADQ Design

The South Warsaw Airport Project is currently working on
land use and development plans. We propose that this activity be
delayed until the urban economic analysis and international
market studies have been completed. Upon completion of theae
stUdies, we propose organizing a collaborative urban design team,
bringing'together leading urban designers, industrial park and
trade center developers and land planners. The design activities
would result in the preparation of several alternative develop­
ment schemes, and provide training and capacity-building in the
area of urban physical planning.

~ ~ Management And peyelopment Control options

Land ownership in the South Warsaw Airport Project area is
diverse and extremely complicated, including private, state,
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district, municipal, military and other state owned enterprises.
This pattern makes it extremely difficult t;o carry out the kind
of large-scale land development project reflected by the scale of
the South Warsaw Airport Project. Can the urban development
ultimately programed for the project be implemented without the
direct acquisition of land from private, state and district
owners? How realistic is it to assume that land can be expropri­
ated? If land acquisition is not viable on a widespread basis,
what other methods of land control can be utilized to insure that
the d~velopment program for the area is ultimately achieved?

To answer these questions, we propose providing technical
assistance to help the City identify teasible and appropriate
forms of land control and management tor public real estate
development. There are a range of possible tools and strategies
which should be explored to determine their potential applica­
tion. These include: specifio plans and the adoption of develop­
ment controls for implementing them (inclUding zoning, codes
covenants and restrictions, and design controls); land pooling,
land trusts and land readjustment to coordinate the development
ot multiple ownership lands; and compulsory land acquisition.

To assess the potential ot these and other tools, we propose
reviewing "best practice" studies of tool application in cities
in North America, Western Europe, South Korea, Singapore, Japan
and Hong Kong. A seminar will be held to discuss international
experience and to collaboratively identity which specitic land
management and development tools should be considerad tor possi­
ble application in Warsaw.

~ ~ Methods 2f Project Financing

Urban development projects in Warsaw rely on the bUdget for
financing. Without issuing debt, the City is unable to spread
capital costs over time. Currently, financing considerations are
not an integral part of the design of large capital projects and
proposals prepared by the City do not include sound financial
analysis. Where economists do participate in project prepara­
tion, they are limited to assessing costs. Rarely do they partic­
ipate during the design phase, examining alternatives, and ex­
ploring possibilities for cost recovery. In addition, without
cons~stent demand studies at an early stage of planning, possible
financial sources may be precluded. In fact, proposals are, in
qeneral, often inadequate: inaccurate, short, incomplete. In an
era of financial unpredictability, the City needs to train its
staff to mobilize financial resources for the projects that it
most wants to undertake and which have a sound basis for expecta­
tions of success.

We propose three levels of technical assistance. The first
will be the preparation of a paper and delivery of a seminar or
seminars· on municipal finance, which will provide ideas and
methods for improving the way municipal staff look at project
finance. The second will be the development of proposal prepara-
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tion guidelines which can then be issued to all dopartments. This
will establish an accepted format for project financial feasibil~

ity that will ensure a certain level of completeness and quality.
It will also formalize the method$ explained in the finance
seminars as standard approaches to urban development projects.

The third part will be the identification of specific tools
and techniques for infrastructure financing in the south Warsaw
Airport project Area. To best identify a range of realistic
options, technical assistance will be provided to review and
present "best practice" studies of infrastructure financing
mechanisms drawn from cities in North America, Western Europe,
South Korea, Singapore, Japan and Hong Kong. A seminar will be
held to discuss the financing mechanisms and to collaboratively
identify which ones should be considered for pO$sible application
in Warsaw. Financing mechanisms to be included in this activity
include: special assessment districts; build, operate, and trans­
fer (BOT) methods of private infrastructure provision; tax incre­
ment financing; land readjustment; developer exactions; and
levying of user fees and charges to attain full cost recovery.

~ Training ~ Urban peyelopment

It is clear that professional training in a number of areas
could be useful to municipal officials -- within the government
of the city of Warsaw, within the district governments, and
within the governments of other cities. Three topics will be
addressed: urban economic analysis and market feasibility for
real estate development, techniques for pUblic-private real
estate development, and municipal finance, including project
feasibility analysis and methods of cost-recovery. Training would
be offered through one of the universities in Warsaw in a collab­
orative effort with USAID advisors. Courses are expected to be
short and intensive.
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ADnex 21 South .ar.av Airport projeot Interagency Agreement
THE AGREEMENT

This document is a final version of the preliminary wording
of the' Agreement of July 18, 1991 approved by:

Executive Director of the PLL Lot Polish Airlines, Mr.
Jarosaw ROSZKOWSKI on August 20, 1991;

President of the Chamber of Merchants and Manufactur­
ers, Mr. Bogdan TYSZKIEWICZ on september 17, 1991;

Deputy Mayor of Gmina Raszyn, Mr. Mirosaw LEWANDOWSKI
on November 15, 1991;

President of the National Chamber of Commerce, Mr.
Andrzej ARENDARSKI on November 20, 1991;

Mayor of the Gmina Mokot6w, Mr. Lech KRLIKOWSKI on
November 28, 1991;

Social, Economic and Self-management commission of the
Council of Warsaw on December 11, 1991;

including amendments requested by the National Chamber of Com­
merce and by the Management of Gmina Mokot6w on November 12,
1991.

Art.1.

On the 30th day of December 1991 the parties hereby confirm the
agreement concluded in Warsaw between:

1. The Management of Gmina Association of Warsaw;

2 .Management of Gmina Mokot6w;

3 •Management of Gmina Ochota;

4. Management of Gmina Raszyn;

5. Enterprise PLL Lot Polish Airlinmes;

6. National Chamber of Commerce;

7. Chamber of Merchants and Manufacturers,

and aimed at joint activities directed at organisation of works
related to creation of the ECONOMIC ZONE OF THE OKCIE AIRPORT.
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Art.2.

This Agreement, initiated by the Management of the Management of
Warsaw Gmina Association shall be valid for the period of 12
months with an option to extend or reduce the validity period, or
transformation into another organisational form.

Art.3.

The activities referred to in Art.l shall be conducted by the
working Team (hereinafter referred to as "The Team") in relation
to legal issues, project and physical development matters, finan­
cial and organisational matters.

Art.4.

The Team shall perform tasks specified by the parties to this
Agreement and in time frames specified by the parties.
Rationale for appointment of the Team and the geographic and
programme scope of its work is attached in the Appendix 1, terms
of reference - Appendix 3, internal organisational structure ­
Appendix 4 to this Agreement.

Art.s.

The Activities of the Team shall be managed by, and the Team
shelll be represented by the Verature Coordinator bearing the rank
of the President of Warsaw commissioner ,appointed within the
period of 2 weeks from the day of signature of this Agreement
(hereinafter referred to as "Coordinator").

Art.6.

Activities of the Team shall be supervised by:

on day-to-day basis - Head of the physical Development
Department of the Municipal Authority of Warsaw

periodically - on the basis of Coordinator reports, Mayor of
Gmina Mokot6w, Mayor of Gmina OChota, and Mayor of Gmina Raszyn.

Art.7.

Technical and administrative services to the Team shall be pro­
vided by the Physical Development Department of the Municipal
Authority of Warsaw. '

Art.s.

Detailed Terms of Reference for the coordinator' are attached in
the list of general rules 'specified in the Appendix 3 to this
Agreement.
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Art.9.

The Special Fund shall be established in the Municipal Authority
of Warsaw in order to provide for organisational and financial
needs of the activities specified under provisions of this Agree­
ment.

Art.10.

The burden of providing financial means for activities referred
to in Art. 1 and 4 shall be taken, at the preliminary stage, by
the National Chamber of Commerce and by the Chamber of Merchants
and Manufacturers. These parties shall pay, jointly and several­
ly, the amount of 150 mIn PZL each to the account of the Fund
within the period of 2 weeks from the date of signature of this
Agreement.

Art.l!.

The coordinator shall submit the draft programme of activities,
referred to in Art. 1 and 4, and their schedule to the parties to
this Agreement for approval, within the period determined by
these parties.

Art.12.

Remaining Parties shall, within the period of 2 weeks from the
date of approval of the programme and schedule for activities
referred to in Art. 11, pay following amounts to the account of
the Fund:

1. Management of Warsaw Gmina Association 50 mIn PZLi

2. Management of Gmina Mokot6w 50 ~ln PZLi

3. Management of Gmina Ochota 50 mIn PZLi

4. Management of Gmina Raszyn 50 mln PZLi

5. Enterprise PLL LOT Polish Airlines 50 mln PZL.

Art.13.

Should the materials referred to in Art. 11 not be approved, and
should the decision to terminate this Agreement be taken, the
parties referred to in Art.12 shall refund the parties referred
to in Art.10, jointly and severally, the amounts resulting from
the distribution of costs incurred by the parties referred to in
ArtlO to the this date onto all parties to this Agreement. The
means of the Fund which were not spent shall be repaid propor­
tionally to inputs realised. .
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Art.14.

The Management of Warsaw Gmina Association shall provide the
office space for the period of activities referred to in Art.l
and 4.

Art. 15 •

Financial means provided to the account of the Fund by private
persons, including foreign, may be accepted.

Art. 16.

The means on the account of the Fund provided for expenditures
decided upon at the request from the Coordinator in accordahce
with Art.17 of the Agreement shall remain at the disposal of the
Head of the Physical Development Department of the Municipal
Authority of Warsaw.

Art. 'i:l.

single expenditures in excess of 50 mIn PZL shall be agreed upon
between the parties to the Agreement ..
Therefore, the Coordinator shall~:!a obliged to submit the list of
expenditures planned for the nex't ~-u~!l:to,r of a year and financial
report on expenditures incurren (:,F'ing th.e previous quarter for
apprC?val by the parties to th~ ; ',. "~rJmen\"',.

A1:t.ll:S •

After completion of works detertl11;h~'d hy 'th's parties to the Agree­
ment to be carried out by the Team, ~~~ Coordinator shall sUbmit
the report on the actione, I!n~ertaken ,l.;ttcluding, among other
things, legal materials, developmen\ pJ:c,grammes and marketing
issues, and proposals for the target organisation for creation
and management of the Economic Zone of ~he Okcie Airport to the
parties to this'Agreement.

After the aforementioned mat~rials the parties to the Agreement
shall declare their willingness to create a permanent and target
organisation for creation and management of the Economic Zone of
the Okcie Airport.

Art.20.

The matters which are not regUlated by this Agreement shall be
governed by the provisions of the Civil Code.

Art.21.

The Agreement shall come into force on the day of signature.
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Appendix 1 to the Agreement of December 30, 1991.

The location of the Okcie Airport together with existing and
elaborated development of its surroundings forms a unique oppor­
tunity, in relation to the entire country, to create special
investment, development and economic activity conditions i.e. the
Economic Zone.

The aforementioned grounds are located within the area of
the Gminas Mokot6w, Ochota and Raszyn (see: Appendix 2).

The area under study provides opportunities for location of
services understood in a broad sense of the word (hotels, domes­
tic and international fair grounds, special services, office and
trade centres), clean production (assembly halls), warehouses,
duty free zones and wholesale trade, food storage and processing.

Due to the scale of the venture, uniqueness of organisation
of implementation, as well as projected economic results a number
of actions has to be undertaken such as:

identification of physical, legal, and economic conditions
for transformation of areas in question;

identification of social possibilities and needs and econom­
ic possibilities for implementation of the programne and func­
tions for the Zone;

evaluation of economic effectiveness of the implementation
and functioning of the Zone,

identification of ecological conditions and those of land
development;

marketing and promotion.

Abovementioned activities which lead to comprehensive, unprece­
dented transformation of physical and economic func~ioning of the
town and its surroundings, require adequate preparation both
organisational and in terms of economic studies.
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