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This Report 

Section 704 of the 1989 SEED Act (P.L. 101-179) requires a 
report on the United States Program of Support for East 
European Democracy (the SEED Program). This report is 
submitted in fulfillment of that requirement with particular 
emphasis on activities carried out in FY 1994 with funds 
appropriated for Central Europe.* SEED funds totaled $390 
million in FY 1994, $400 million in FY 1993, $364 million in FY 
1992, $369 million in FY 1991, and $285 million in FY 1990. 

In this report, highlights of SEED activities immediately 
follow an economic and political summary for each country. 
This format emphasizes the responsiveness of the SEED program 
to ongoing economic and democratic transformations in each 
country. An annex contains a more exhaustive review of SEED 
programs organized by country. The annual report for FY 1994 
also includes U.S. assistance programs not funded by SEED, such 
as OPIC, Eximbank, and Peace Corps programs. Brief summaries 
of other international assistance to the region from the 
International Financial Institutions (IFIs) and G-24 countries 
are also included. 

I hope this report will be a useful tool to keep you 
abreast of the change continuing to shape Central Europe and 
the way the SEED Act program maximizes assistance in areas of 
comparative American advantage in the provision of that 
assistance. 

Ambassador ~ & h  R. Johnson 
coordinator for 

East European Assistance 

*In view of the dramatic transformation in the region that 
includes countries formerly considered satellites of the former 
Soviet Union, the Department of State has changed the 
terminology used when referring to this region to Central 
Europe, a more accurate description of their geographic 
location in Europe. This report will use the new terminology, 
Central Europe, when referring as a whole to the countries 
covered in this report. 
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SUPPORT FOR EAST EUROPEAN DEMOCRACY 

SEED Ad Implementation Report for E " i  Year 1994 

I. INTRODUCTION 

The people of Central Europe* in the fall and winter of 1989 achieved nearly peaceful 
revolutions in their countries with the hope and desire to establish democratic gwernmcnt 
and market economies in place of authoritarian, communist regimes. Notwithstanding the 
sacrifice and effort of the Central Europeans, it had long ban a goal of United States foreign 
policy to liberate these peoples from Soviet domination. That liberation has occurred. The 
process of preparing society and government for democracy and free economies continues. 
Great effort and expense were poured into the struggle to keep Western Europe free while 
searching for a way to peaceably bring Central Eumpegns into the western family of nations. 
This report will show how the current effort to foster democratic government and fret 
markets has ban successful and where (and why) further U.S. assistance is necessary. 

Sovereign, democratic countries, through elected officials, ultimately arc responsible 
for the development of laws, democratic institutions and a system of governance. Central 
Europeans and their elected officials look to the west -- with particular attention to the 
special role of the United States -- to help guide them in the building of new societies and 
governing structures in Central Europe. That is why the Congress, in November 1989, 
established the SEED Act to lend Support for East Euraptan Democracy. This was to be 
done, according to the Act, to contribute to the development of democratic institutions and 
political pluralism, and a free market economic system. In the political realm, SEED was to 
support the adoption of constitutional, legal, and administrative measures that affact the 
powers of the executive and legislative authorities and the independence of the judiciary, 
affect the formation and operation of independent political parties and groups, and affect 
fundamental human rights and civil liberties. In the economic realm, SEED was directed to 
promote fret market economies characterized by privatization of economic entities, the right 
to acquire and hold private property, simplification of regulatory controls regarding 
businesses, removal of trade restrictions, liberalization of investment and capital regulations, 
and dismantlement of wage and price controls. That is what Americans, working under the 
umbrella of the SEED Act, and independently, are doing in Central Europe. 

*In view of the dramatic transformation in the region that includes countries formerly 
considered satellites of the former Soviet Union, the Department of State has changed the 
terminology used when referring to this region to Central Europe, a more accurate 
description of its geographic location in Europe. This report will use the new terminology, 
Central Europe, when refemng as a whole to the countries covered in this report. 



Many factors affect the establishment of strong democracies in Central Europe. 
Recognizing the threat posed by crime and corruption to the process of wnornic reform and 
democratic institution building, the President announced a "Law and Democracy" initiative 
during his July 1994 visit to Poland and the Baltic states. FY 1995 SEED funds have been 
identified and training programs developad which will focus on the problems of organized 
crime, financial crime, and narcotics traficking in the region. Law enforcement assistance 
will be tied closely to ongoing rule of law programs in order to ensure that such assistance is 
based on a d i d  democratic foundation. 

The most critical element is a country's ability to implement necessary, usually 
difficult, reforms. Many countries have been successful. SEED will begin phasing out and 
closing programs in the most advanced in the next one to two yeus. Others have made 
progress, but require further support because of more difficult starting circumstances. While 
all the countries have made significant strides since 1989, with the exception of some parts of 
war-tom former Yugoslavia, some have not as yet demonstrated suficient will in legislation 
and reform implementation to give democratic governance and free markets the underpinning 
necessary to thrive. 

This report is designed to help make the assistance remdefed to Central Europe through 
the SEED Act program readily comprehensible and accessible. A changed format places 
brief highlights of SEED Act developments immediately following each country-specific 
political/economic report. A new Annex provides detailed reports of SEED activities in each 
country. In 1994, U.S. assistance facilitated brcakhroughs in improving the business 
climate, local government, the rule of law and other significant sectors affecting citizens' 
lives, the democratic environment, and the economies across the region. 

The.econornic changes arc most readily quantifiable and the numbers generally positive 
as the accompanying graphs illustrate. All but one of the countries registered a positive 
change in gross domestic product (GDP) in 1994 ranging from one to eight percent over the 
previous year. Poland, Albania, and Slovenia had positive growth rates for the second or 
third year in a row. This represents a major turnaround from 1991 when the best performing 
economy in the region had a GDP decline of 7.6 percent. Central Europe's economies have 
also benefited from large amounts of forcign direct investment by Amcrican and other 
investors. 

An improving macraconomic environment is important to creation of a healthy 
business climate. SEED programs provide assistana to guide governments in implementing 
ma~aconornic reform in countries that make the political commitment to the reform 
ptwxss. Other donors, such as the International Monetary Fund and the World Bank, 
complement U.S. assistance with encouragement to undertake the economic changes 
nacessary for a stable economic situation. A measure of success is the dramatically 
decreasing rate of inflation in nearly all of Central Europe. Reforms necessary to achieve 
this improving business climate arc difficult to implement. They include, in many instances, 
pcivatization of large state enterprises, sometimes with a loss of employment as new private 



owners cut positions to mak businesgts competitive. Despite the difficulty, progr#p in the 
region is u n m 1 e .  

The Annual SEED Repart for FY 1994 is a mains of learning how U.S. dstance 
programs helped the leadership in Central Europe to transform their political, cumomic, and 
social environment in 1994. 

Tbe SEED Rationale 

The =ion's success in establishing democracy and frae market economies is key to 
building a peaceful, democratic Eumpean order that asswes security at lower cost to 
ourselves. Continued conflict in the Raltans, ethnic tension in various parts of Central 
Europe, and unrest and other uncertainties in parts of the former Soviet Union makc 
successful, and solid reform in the region vital to U.S. interests. The succtssful 
transformation of these countries will Serve as an example that democracy and economic 
prosperity can be built on the ruins of failed communist systems. 

U.S. Assistance Objectives 

Country-specific assistance strategies for the region vary in focus. SEED-funded progmms 
in general concentrate on the following arcas: 

-- through support for privatization, development of small and medium-sized 
business, policy and legal reforms, and key sector rcstnrcturing; 

- through support for the transformation of the public sector to better support 
democratic development, including assistance and training to improw public 
administration, promote decentralization, strengthen local government, 
parliaments, independent media and non-governmental organizations; 

-- through assistance to build costcffrciart health care and housing systems, labor 
retraining and employment services and environmental policy reform and 
enforcement measures, as well as assistance to individual firms on 
environmental control and management. 
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The U.S. does not by iWf do everything that needs to be done in larding asbmce to 
Central Europe. To increase their impact, U.S. efforts am oombined with those of other 
(3-24 donors and the international financirrl institutions. There are other ateas, also worthy 
of attention, which fall outside of the SEED Act's basic mandate to we U.S. assistance to 
promote democracy and market economic reform. Thus, the SEED program is not intended 
to address some important areas of U.S. ~oopcration with Central Europe, including 
political-military coopci~tion and the developmart of export licensing regimes. For the 
convenience of the reader, this report includes brief descriptions of mrne of these additional 
areas in order to provide a more complete picture of U.S. involve-t in the region. 

Noteworthy about the U.S. assistance program is its high proportion of grant 
assistance, which does not contribute to the indebtedness of the recipient countries, as 
opposed to credits or loan guarantees. According to latest available G-24 figures, the U.S. is 
the largest donor of grant assistance to the region -- ahead of all other bilateral donors and 
even the EU. 

Organization of tbe Program 

The SEED Act of 1989 called for the President to name a "Coordinator within the 
Department of State" to oversee an interagency effort in Central Europt. The original 
reasons for organizing U.S. assistance under senior political leadership still apply: 

-- Importance of the region for U .S. interests; 

- Revolutionary character of the transitions (and their role as models for the NIS); 

-- Need to coordinate an interagency effort. 

USAID is the lead implementing agency for the SEED program and all SEJD huding 
for projects carried out by other agencies is transferred through it. The original SEED Act, 
in referring to the role of other agencies in the process, endorsed the interagency nature of 
the U.S. assistance program in the region. The program makes use of the comparative 
advantage and expertise of other USG agencies, putting Treasury, for example, in the lead in 
the area of financial sactor assistance. Non-SEED funded activities carried out by the Peace 
Corps, the U.S. Trade and Development Agency, USIA and others support the goals of tht 
SEED Act, as do U.S. foreign policy initiatives, such as the Trade Enhancement Initiative. 
The interagency nature of the program has been one of the strengths of the U.S. effort. 
While complicating coordination at times, it has nonetheless produced an unusual level of 
interagency cooperation and sharing of responsibilities. 

The overwhelming need in the region continues to be the transfer of knowledge and 
expertise. This, combined with fiscal realities that limit U.S. ability to provide large 
financial transfers through assistance programs, resulted in a focus on providing technical 
assistance where it was needed most in Central Europe - often in the nascent private sector. 



-. The SEED program was developed in FY 1989 as a regional 
p r o m ,  without specific country allocations. This allowed us the flexibility to shift 
resowces quickly to address the fast changing situation in the region. Early on, we put a 
premium on getting programs up and mnning as quickly as possible. 

c. In the fourth year of the SEED program, it became 
more apparent that the tmnsiticm of each Central Ewopean country, while similar in the 
objective of creating a market-oric~~tcd democracy, was proceeding along a unique course 
according to widely varying circumstances. 

Several steps wert taken in 1993 to make the SEED program better adapted to the local 
reality. Working with our Embassies and US AID offias in the region, we developed 
country-specific assistance strategies to be responsive to the evolving situations among the 
countries in this transition. The strategies specify shared priority objectives and the 
programs we have to advance those objectives. These steps helped us achieve greater rigor 
in our programs, enhanced host country involvement, and better communication among 
Washington agencies and between Washington and the field. Regional programming has 
been maintained as well and the greater country-specific emphasis has not adversely affected 
our efficiency. 

of the The Enterprise Fund concept continues to be an 
important experiment in harnessing private-sector talent to assist in the economic 
transformation of Central Europe. Set up as non-profit corporations with high level private- 
ssctor boards, the Funds arc given maximum flexibility to promote the development of small 
and medium sized businesses through equity investments, loans, and grants. 

In 1994, the U.S. Government created two new Enterprise Funds -- the Baltic- 
American Enterprise Fund for Estonia, Latvia, and Lithuania, and the Romanian-American 
Enterprise Fund. Both Funds are currently setting up operations and are expected to begin 
full scale lending/investment activities in 1995. We also expect to formally set up the 
Albanian- American Enterprise Fund in 1995. 

Since their inception, the Enterprise Funds have provided $270 million in financing to 
thousands of small and medium sized enterprises (SMEs) employing more than 30,000 people 
in Central Europe. Because of their flexibility and private sector orientation, Enterprise 
Funds have been able to start up quickly and have proven more effective at providing 
financing to SMEs than other donor program. Among the most successful of the Enterprise 
Funds' activities have been their small loan programs, most notable the Enterprise Credit 
Corporation of the Polish-American Enterprise Fund, which has made almost 2,800 loans 
woxth $65 million with a default rate of less than 3 percent. A team has recently completed 
an evaluation of all the Enterprise Funds. The rcport is being completed as the SEED 
Report for 1994 is going to press. The results of the evaluations will be published along 
with comments from the Funds. 



The SEED program is a temporary assistance program, designed to see Central 
Europegn countries through transitions to democracy and a market cumomy . Individual 
countries will be phased out of the program, lccording to the progress each has made. In 
Estonia and the Czech Republic respectively, for example, FY 1996 and FY 1997 will see 
the tamhation of almost all prognun funding and the close-out of the respective USAID 
Representative's office in-country. This process will continue throughout the ntgion. The 
shift in resourccs gencraUy from northern countries to countries in the south of h e  region 
will be done carefully, mindful of the importana to see that democracy and market 
economies arc adequately rooted in the more advanced areas. 
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11. ECONOMIC, POLITICAL, AND SEED ASSISTANCE SUMMARIES 

ALBANIA 

Economic Developments: 

Albania had one of the most antralizad and repressive regimes in the world from the 
mid- 1940s until late 1990. The collapse of communism in Albania came later and was more 
chaotic than in other Central and Eastern European countries. Attempts at reform only began 
in uuly 1992 after real GDP had fallen by over 50% from its peak in 1989. 

The democraticallyclected gwernmcnt, which assumed office in April 1992, quickly 
launched a courageous and ambitious ew30nomic reform program to halt the economic 
deterioration and put the country on the path toward a market economy. Key elements 
included price and exchange system liberalization, fiscal consolidation, monetary restraint 
and a firm incomes policy. These were complemented by a comprehensive package of 
structural reforms including privatization, enterprise and financial sector reform, and creation 
of the legal framework for a market economy and private sector activity. Most prices have 
been liberalized and are now at or near international levels. Frivatization of agriculture, 
state housing and retail shops is virtually complete, while substantial progress has been made 
in the privatization of transport, JCNicts and small and medium enterprises. An enterprise 
restructuring agency was created to restructure or close a number of large firms; however, 
progress in this area has lagged. 

Results of Albania's efforts have been encouraging. by the agricultural sector, real 
GDP grew by an estimated 1 1 percent in 1993 and by eight percent for 1994. Annual 
inflation was approximately 30 percent in 1993, down from rates of 250 percent in 1991 and 
early 1992. Inflation in early 1994 was less than 2 percent per month. For the first eight 
months of 1994 the cumulative change in the Consumer Price Index was 11.4 percent, most 
of which was attributable to incnasts in administered prices. The lek remained stable and 
actually appreciated against the dollar in 1994. Albania is no longer dependent on massive 
amounts of food aid. The speed and vigor of private entrepreneurial mponse to Albania's 
opening and liberalizing was much better than expected, and in the last two years the 
Albanian cities and countryside changed considerably. Farmers' small plots arc being 
intensively cultivated, there are large numbers of new shops in the cities, and rural-to-urban 
migration is underway. 

The extent of poverty remains a serious concern. Under the previous regime, the low 
level of income across the board was to some extent compensated for by good o v d  access 
to basic health and education. Access to, and to some extent the quaiity of, these services 
has deteriorated and pockets of extreme poverty have emerged, especially in remote rural 
areas. 



Albania is in effect building a new cumomy. It abandoned central planning 
without the institutions, expertise or infrastructure required for a well-functioning market 
economy. The needs for reform arc enormous and encompass all sectors of the 
economy. At the same time, reforms are constrained by limited administrative capacity 
and low income levels, which makes the population particularly vulnerable to loss of 
employment, price increases and other actions which negatively affect income. Despite 
Albania's positive accomplishments, considerable challenges remain. 

Political Developments: 

Once the most repressive and isolated of Eastern Europe's Marxist-Leninist states, 
Albania has now established an impressive reform record. Although starting from a 
more disadvantaged point than the others, Albanians have seen significant economic 
restructuring and political reform. President Sali Berisha's government made progress in 
guaranteeing respect for fundamental human rights and freedoms for the Albanian 
people, establishing rule of law, operating under a system of frce elections, creating a 
pluralistic political and social culture, and establishing a broad range of democratic 
institutions. Nonetheless, serious challenges remain for Albanian democracy. 

Elections for the People's Assembly (parliament) in 1991 were Albania's first 
multi-party elections in more than two generations. Opposition parties won 
approximately one-third of the scats in the elections, which were flawed by instances of 
harassment and intimidation. By the end of the year, the communist-led government had 
given way to a mixed "unity" government, then a caretaker government to fill the gap 
until the March 1992 elections. The 1992 elections --judged to be free and fair by 
international observers -- resulted in a landslide victory for President Berisha and his 
Democratic Party. Local elections held in July 1992 gave about half of the contested 
positions to the Socialist Party (renamed communists). In June 1994 elections were held 
in several towns and some irregularities were reported, but independent 0b~e~eSS did 
not call the election results into question. A referendum on the draft constitution was 
defeated in November, presenting another setback to the ruling party. However, the 
next elections are not required until April 1996, and a mandate for democratic pluralism 
and a market economy is still the predominant political force in Albania. 

Following rejection of the draft constitution, the country's political forces are 
negotiating methods for drawing up and ratifying a new constitution. The interim Law 
on Major Constitutional Provisions remains the foundation for democratic government 
based on the rule of law. A network of laws including statutes on property questions, 
civil and legal rights, the government's rights and responsibilities, and commercial rules 
and regulations are being enacted and implemented. A new Civil Procedures Code has 
been adopted, and the Penal and Penal Procedural Codes are scheduled to be ta)ren to 
parliament before the end of 1994. In general, these laws are consistent with western 
concepts of human rights and commercial practice. The judicial and law enforcement 



systems arc moving toward reform, though the process is slow. Serious gaps in 
uderstanding and implementing judicial procedure remain throughout the legal system. 
There are also msidmble allegations of the tmergarce of conuption as a significant 
probkm. This was a principal muse of a government shalteup and streamlining of 
ministries announced in December. 

Obsmrance of human rights continues to improve, although there are still serious 
violations. All political prisoners w m  fread by the summer of 1991. Freedom of 
speech, press and assembly are respdcted, although the publishing and distribution 
system remain under state control and thc electronic media - except for one 
expcrimerrtal radio station - arc state monopolies. A 1993 press law has been uniformly 
criticized. There is no mechanism to ensure that editorial and programming decisions 
arc independent of the government. In 1994 the government tried Albanian journalists 
for defaming public officials and for revealing alleged state secrets, although the 
Resident Latw pardoned those journalists. Police continue to beat detainees, sometimes 
causing deaths. 

Ethnic tensions were exacerbated by the arrest of five members of the ethnic Greek 
political organization Omonia on charges of treason and illegal weapons possession and 
their sentencing to prison. The mechanics of the trial and the investigation were in some 
respects questionable by western standards. The ethnic Greek community complained of 
discrimination, particularly in education, public employment and religious matters. 
Workers now have the right to associate freely, and have formed trade unions of their 
own choosing. There arc no longer any restrictions on M o r n  of movement within the 
country and regulations on foreign travel and emigration art now in accord with 
international norms. Freedom of religion has been established in law and practice. 

A sustained effort will be needed to complete the transformation to a fully 
functioning democratic, free-market country. Spacial attention must be paid to 
perfecting the rule of law, an independent judiciary, the fret press, a workable body of 
commercial and property law, and maintaining good relations with and fair treatment of 
minorities. 

SEED ASSISTANCE SUMMARY 

R o g m  Overview 

In response to the economic and social collapse attending the fall of communism in 
Albania in 1992, the U.S. sent substantial food, medical, and other emergency 
assistance. In the past 18 months, as a democraticallyclected government took 
responsibility to lead the country, US. assistance principally under the SEED Act has 
shifted to facilitate economic restructuring and development of democratic institutions 
that will result in the rebuilding of economic, political, and societal well-being. 



Today, U.S. assistance efforts emphasize: 

prvmotion of agricultural &wlopmertt through policy reform, d o n  of a land 
market, stimulation of agribusiness and improvements in agricultural production; 

&velopment of a mu& economy through help in implementation of key structural 
reform measures, privatization, small business development, management training and 
technical training; 

advancement of &mocmtic institufions by encouraging citizen participation, 
improvement of technical and institutional parliamentary framework, support for judicial 
and legal reform; 

impmument.. in the qualiry of lifc through support for improvements in health care 
and other societal needs. 

SEED programs in Albania have had an impact on the country's development, nowhere 
more apparent than in the agricultural sector. A complementary side of these efforts are 
SEED activities implemented by USAID to strengthen the institutional reform undertaken 
by Albania to achieve the sustainability and efficiency required for a market economy 
and a democratic society. Total SEED obligations in Albania totaled approximately 
$100 million at the end of September 1994, of which $70 million was SEED-funded and 
the value of emergency food assistance was $30 million provided in 1992. 

PROGRAM HIGHLIGHTS 

U.S. assistance in Albania contributes to the country's economic and political 
transformation. Key elements of the USAID-administered SEED program provide 
assistance for price- and exchangosystem liberalization, fiscal consolidation, monetary 
resttaint and income policy. Complementing this is assistance to support structural 
reform through privatization, financial sector reform, enterprise restructuring leading to 
privatization, and the creation of the legal framework necessary for a market economy 
and private sector activity. 

Privatization of agriculture, state housing, and retail shops is virtually comple. 
Substantial progress has been made in the privatization of transport, the services sector, 
and small and medium enterprises. A key program in the effort to privatize agriculture 
is the Support for Agricultural Restructuring in Albania (SARA). In cooperation with 
the University of Wisconsin, a system to create a fluid land market was developed and 
approved by the Parliament in July 1994. The resulting property registration system 
began as a pilot project in three counties. The technical assistance afforded by this 
innovative SARA project is now combined with EU and World Bank support to 
introduce the system nationwide. 

Under other SARA activities, dairy industry investors have been identifrad and 
assisted in making investments, local four mills have received support to meet new 
quality standards and adjust to free market conditions. Curriculum in a~ricultural 



aconomics at the University of Tirana is being upgnadad and professors are being trained 
in how to teach the new subject. Timely, accurate data on livestock and crop production 
is provi&d to entrepreneurs. 

USAID programs have an impact on privatization of major industry in Albania. 
Under a team effort led by SEED-fundad KPMG Peat Marwick, the U.S. Embassy in 
Tirana, and the Albanian Privatization Office, Albania is privatizing Albchrome, the 
company that controls Albania's chmme assets, seven percent of the world's proven 
rtscwes. The lead investors are cumtly from the U.S. mining industry. The mining 
firm will also work to revitalize the Albanian chrome industry, not simply purchase raw 
materials. 

SEED is helping to build a judicial system for the future. The American Bar 
Association's Central and East European Law Initiative (ABAICEELI) works to 
strengthen the new Albanian Bar Association and a new judges' association. 
ABAKEELI provides assistance to improve legal education. It lends technical assistance 
to Albania's effort to reform the judicial system. A U.S. Assistant Attorney working 
under USIA's Rule of Law program helped the Ministry of Justice on a project to reform 
criminal law, administrative law, and government ethics. 

Under the medical partnerships program, the Bronx Municipal Hospital Center has 
established ties with the University Hospital Center of T i a  to improve quality of 
health care in Albania. The program includes exchanges of personnel, internships, and 
donations of medical equipment and supplies to the Tirana facility. The programs are 
provcn cost-ffficient means of transferring technique-based medical improvements 
without need for high-tech, and expensive, equipment upgrades. 

PROGRAM CHALLENGES 

The great majority of Albanians are better off today than they were before the 
transition to democratic government took place. Frustratians continue, such as water 
and electricity shortages and relatively low wages in the face of increasing prices for 
consumer goods. The confidence of society in democracy and the free market economy 
is key to continued economic reform that leads to long-range benefits for all. 

Following defeat of the referendum on a new constitution in late 1994, 
institutionalization of the rule of law, an independent judiciary and an independent media 
become increasingly important. 



BOSNIA-HERZEGOVINA 

Economic Developments: 

Bosnia-Henegovina remains a war zone with very little economic activity beyond 
smuggling and distribution of humanitarian supplies. Bosnia also once contributed 
substantially to the industrial output of the entire Yugoslav federation but now, U.S. 
Embassy estimates place the remaining industrial activity, which primarily supports the 
war effort, at 5% of the 1991 level. In a region which once boasted worldclass resorts, 
there are now destroyed factories and burnt-out villages. 

Bosnia-Herzegovina receives its natural gas by pipeline from Russia via Hungary 
and Serbia. Adequate gas supplies were restored to Sarajevo in February 1994. The 
situation remains unstable, however, due to maintenance problems, war damage, and 
Bosnian Serb control of areas through which the pipeline passes. Electric energy 
supplies for greater Sarajevo fell from a pre-war level of 250 MW to about 50 MW in 
1993. With international assistance, the daily electric energy supply in Sarajevo 
averaged 68 MW by mid- 1994. 

Bad weather, fighting, and Bosnian Serb blockades often block supply lines into 
Bosnia-Herzegovina, Sarajevo, and the eastern qclaves of Goraz.de, Zepa, and 
Srebrenica. Sarajevo and the eastern enclaves remain under siege and are currently 
experiencing shortages of food, water, electricity, fuel, and many other basic necessities. 
Humanitarian aid has been intermittent and insufficient to meet full requirements. 
Bosnian Serb sniper activity regularly halts use of the Sarajevo airport. In the winter 
months, when the need is greatest, land supply routes become impassable and airports 
often close. 

The economic outlook for Bosnia-Herzegovina remains bleak. Even if hostilities 
ended at once, the infrastructure is heavily damaged and a large part of the most 
productive segment of society has been dislocated or eliminated. No financial resewes 
exist with which reconstruction could begin. In March 1994, the U.S. and United 
Kingdom launched a joint initiative to restore essential public services to Sarajevo. 
While this has resulted in some success, it will take many years for Bosnia-Herzegovina 
to recover from the current crisis, and massive donor support will be needed to continue 
the process. 

Political Developments: 

Progress towards greater political freedom in the Republic of Bosnia-Herzegovina 
remains subject to the on-going conflict between the legitimate Bosnian government and 
its Serbian opponents vying for the Republic's control. Nearly seventy percent of Rosnii 
remained under Serb occupation in 1994. In spite of these direct threats to its continued 



viability, Bosnia continued to take steps in support of wider political freedom and the 
implementation of democratic principles. 

The most significant politid development in 1994 was the estabiishmerrt of the 
Faderation of Bosnia and Herzegovina, pursuant to which Bosnia's mostly-Mwlim 
govmment and Croatian leaden, backed by the Croatian government, pledged to form a 
united governmt. A Fcduiition constitution was subquartly adopted guaranteeing a 
right to a free brial, freedom from discrimination, rights of privacy, rights to property, 
frtadom of speech, and freedom to change governments. Implementation of this 
constitution has been hampered both by the conflict and by internal disagreements. 
Additionally, the Republic of Bosnia-Herzegovina maintains its powers under the 
previous constitution 'until a final peace agretment is reached and implemented." 

Efforts to conclude a peaceful settlement of the conflict in Bosnia and its neighbors 
intensified in 1994 with the "Contact Group" plan, drawn up in June and July by the 
U.S., Britain, France, Germany and Russia. Under the plan, the Bosnian government 
would retain control 51 percent of the Republic's territory, with Serbians holding the 
balance. Evidencing its readiness to have peace, the Bosnian government accepted the 
plan, despite the loss of territory. The plan also won the public support of Serbian 
president Slobodan Miloscvic, who initiated the Bosnian Serb assault against the Sarajevo 
gwernment in 1992. However, Bosnian Serbs, voting in an August refercndum, 
rejected the plan. Contact Gmup countries continue diplomatic efforts to pursue a peace 
accord in line with the Contact Group plan. 

While democratic values have remained generally intact in arcas under Federation 
control, that part of Bosnia under the control of Radwan Karadzic's "Serb Republic" 
continues to suffer an oppressive, dictatorial regime. Despite the referendum, this 
illegitimate regime demonstrates little adherence to democratic principles. It will take a 
major effort in Bosnia, including efforts by the international community, to reintegrate 
the displaced modem community. Yet "ethnic cleansing" is still being practiced against 
non-Serbs in an effort to harass, intimidate and ultimately eliminate Bosnians not 
affiliating with the "Serb Republic. " 

In sum, real progress toward the values in the SEED Act will not likely be made 
until peace comes to Bosnia. The establishment of the Federation and the adoption of its 
constitution offer hope that those values will survive the m c h i n g  war that has left 
nearly 250,000 dead and displaced more than half of the country's pre-war population. 

SEED ASSISTANCE SUMMARY 

Rogram Overview 

U . S . assistance in Bosnia-Herzegovina has been restricted to humanitarian 



assistance since the outbreak of war in 1991. Emergency assistance from all USG 
sources for victims of the conflict in the former Yugoslavia, including food, medicines 
and equipment, blankets, heating stoves, winterization material, transport and technical 
assistance to date exceeds $780 million. The bulk of that assistance has gone either to 
Bosnia-Herzegovina or to support for refugees from that country. At the end of FY 
1994 the first steps were taken to begin rehabilitation assistance, and in early FY 1995 
the provision of assistance to strengthen the Bosnian-Croat Federation was begun. 

Program Highlights 

The provision of emergency humanitarian assistance has been critical to saving 
lives in war-tom Bosnia and to alleviating the suffering of refugees. The dire 
predictions of tens, even hundreds of thousands of people dying of hunger andlor 
exposure during winters in 1992 and following were averted through the relief efforts of 
the USG and others. 

In 1994, $9.5 million in SEED funds were made available for the restoration of 
essential public services in Sarajevo. Under a coopefative agreement with the 
International Rescue Committee, $5.5 million was made available to rehabilitate central 
heating systems in Sarajevo and to repair dangerous domestic gas connections. An 
additional $3.0 million was made available to Project Hope for the procurement of 
medical supplies and spare parts for medical facilities in Sarajevo. Finally, $1.0 million 
was made available to the United Nations (UN) for a trust fund to benefit Sarajevo. 
These resources will be used by the UN to fund activities that rehabilitate essential 
public services in the city. 

In fiscal year 1995 it is anticipated that approximately $20 million will be made 
available to support the nascent Bosnian-Croat Federation. This assistance will include 
activities that promote ethnic reconciliation such as repair of public infrastructure, 
school, community centers and possibly war damaged homes. In addition, public 
administration training and micro and small enterprise lending programs will be 
developed. 

Program Challenges 

Ongoing conflict in Bosnia-Herzegovina makes it extremely difficult to project 
future activities. The situation changes on a daily basis. For the foreseeable future, 
SEED programs will continue to be a mixture of emergency humanitarian and 
rehabilitation assistance. 



BULGARIA 

Economic Developments: 

The shift in Bulgaria's aconomic policy since the fall of communism in 1989 has 
been dramatic, but refarm has not moved forward smoothly. Economic reform has 
advancad in stages, influenced by a shifting mix of intmral and external political fpcton 
and buffeted by several sharp trade shocks. While nmczwamomic stabilization has 
largely been achieved, structural transformation has proven far mom difficult. The rapid 
pace of the early stages of Bulgarian aconomic nform (1991 to mid-1992) received high 
marks from the IMF, but the political crisis that led to the fall of the Dimitrov 
Government slowed progress considerably later in 1992. Economic reform and the 
collapse of CMEA trade (once 80 percent of total trade) led to a decline of 12 percent in 
GDP in 1991, with a concomitant decline in living standards and sporadic labor unrest. 
Most of the impact was felt directly by state owned enterprises, contributing to a buildup 
of bad debts in the banking system. For 1992, GDP fell an additional six percent from 
1991; GDP fell by 4.2 percent in 1993 and in 1994 the figure is estimated at around zero 
growth. This indicates growth is likely in 1995. 

In April 1994, Bulgaria rescheduled its 1993 and 1994 maturities with the Paris 
Club (official creditors). In June, it restructud 8.1 billion dollars in commercial 
(London Club) debt, resulting in a 47 percent reduction. The government and the IMF 

' 

agreed on a Standby Agmcment/Systemic Transformation Facility for approximately 300 
million Special Drawing Rights (about 410 million dollars). 

Bulgaria's economic reform program gathered steam in early 1991 as the 
government liberalized most prices, leaving controls on energy prices and public utilities. 
These were adjusted to reduce their subsidy burden on the government budget (petroleum 
prices arc now at international levels). In order to create the conditions for a market 
economy and to obtain an IMF stand-by arrangement, the Bulgarian Government pasted 
sweeping legislation that liberalized wages and prices, foreign exchange transactions, and 
foreign trade, and imposed fairly restrictive monetary and fiscal policies. The March 
1991 Stand-by set performance criteria in the areas of fiscal and monetary policy and 
reserve accumulation. The Bulgarian Government made a good faith effort to comply 
with the performance criteria, but fell short in regard to fiscal policy and the related area 
of domestic credit expansion. 

Trade liberalization measures included the elimination .of import quotas, except for 
a few items. Export quotas were largely abandoned, and all export taxes were 
eliminated. While the tariff regime has been simplified and harmonized with 
international standards, the harmonization had the effect of raising average tariff levels. 
The Government also negotiated an Association Agreement in 1992 with the EU which 
went into effect in early 1994. Bulgaria's strong desire for EU membership will in the 
long term determine the direction of its remaining economic reforms. 



The Constitution adopted in mid-1991 established the right to private property, and 
sanctioned economic initiative by private agents. The Agricultural Land Law of 1991 
established the legal foundation for the return of agricultural land to private hands; its 
implementation is continuing. Other measures promoting private enterprise included the 
1992 law on privatization, a revised commercial code, and laws on competition, 
accounting, banking, land reform and foreign investment. The enactment of an 
up-to-date Bankruptcy Law in 1994 was an important step in bringing Bulgaria's 
commercial environment up to international standards. 

Late in 1992, the newly-formed privatization agency announced ambitious plans to 
privatize about 100 state firms by mid-1993. In addition, then incoming Prime Minister 
Lyuben Berov proclaimed his intent to preside over a "privatization government." 
Despite these announcements, there was little progress on the privatization front in 
1993-1994; it is estimated that only five percent of state enterprises have been privatized 
so fat. Berov announced a mass privatization plan early in his administration, but this 
quietly died in Parliament. Personnel shuffles in the privatization agency in 1993 also 
reduced the agency's ability to drive privatization forward. 

After prolonged wrangling, Berov announced in June 1994 a "mass privatization 
planw closely patterned on the voucher system employed in the former Czechoslovakia. 
Parliament approved the "demand side" program, but had not yet approved the "supply 
side" (including the list of 360 firms to be privatized in the first wave) when it was 
dissolved on October 17. Implementation of the mass privatization program now must 
await the formation of a new government, probably in early 1995. Meanwhile, caretaker 
Prime Minister Indjova took tentative steps in late 1994 to speed up small-scale and 
municipal privatization. 

On the bright side, the grassroots private sector has been steadily expanding. It is 
now estimated to contribute between 25% and 30% of GDP. As elsewhere in the 
region, the private sector consists largely of reclaimed urban shops, small-scale traders, 
and a growing amount of privately-held farmland. 

Tax reform, another high priority item for the Berov Government, fared somewhat 
better than privatization. Tax legislation moved gradually through Parliament in 1993. 
Tax administration and tax proceedings laws were passed in July and the 
Value-Added-Tax (VAT) in October. The VAT was successfully implemented in April 
1994 and has produced better-thanexpected results. 

Beyond the impact of reform measures, a new shock hit the Bulgarian economy in 
1992, emanating from the collapse of Yugoslavia and the war in Bosnia. The Bulgarian 
Government estimated that the cost of complying with UN sanctions against Serbia and 
Montenegro exceeded 2.0 billion dollars by 1994. Much of the disruption caused by the 
sanctions hit Bulgaria's export trade with Western Europe, most of which formerly 
transited Yugoslavia and had to be rerouted via costly alternative routes. 



Bulgana received MFN status and GSP privilege8 in 1991, and a B h t c d  
Investment Treaty ('BIT) went into force in 1994. SEED assistance f a  FY 94 will equal 
about $33 laillion. and decline to about $30 million in FY 95. reflecting poor Bulgarian 
perfofma~~cc in =me anas. A Bulgarian-Adcan Enterprise Fund will eventually 
receive $55 million. 

Political Developments: 

Five years after the overthrow of Communist dictator Todor Zhivkov, Bulgaria is a 
constitutional republic ruled by a democratically elected govcmment. Its Prcsidart is 
WIelyu Zhelev, farmer chairman of the antimmmunist Union of Detnocratic Forces 
(UDF), who was elected in January 1992 to a fiveyear term in the country's fmt direct 
presidential elections. Despite continuing concerns about the adequacy of constitutioolat 
protection for members of minorities, we regard Bulgaria as essentially a free country. 

From November 1991 to 1992, Bulgaria's first full year of government by the 
UDF, the National Assembly enacted over 200 basic reform laws and resolutions, 
ranging from privatization and property restitution to new statutes on foreign investment, 
banking, labor, and the confiscation of totalitarian pqcrty. In October 1992, the UDF 
cabinet resigned, after losing a self-initiated vote of confidence, and was succeeded in 
December 1992 by the non-party government of centrist economist Lyuben Berov, under 
the nominal mandate of the mainly ethnic Turkish party (MR. -- Movement for Rights . 
and Freedoms). During 1993 and 1994, the Berov govcmment depended for 
parliamentary support on the formerly communist Bulgarian Socialist Party (BSP), the 
MRF, and breakaway UDF deputies. Progress on democratic and market reforms 
governmat was slow under Berov, due to stiff opposition from hard-line elements of 
both the UDF and BSP, combined with the collapse of the state sector of the economy 
and exoge~~)us shocks brought on by the loss of traditional markets and imposition of 
U. N. sanctions against SerbiafMontenegro. 

The Berov gwernment resigned in October 1994 and, with no party able to form a 
new government, elections were held on December 18. The Bulgarian Socialist Party 
(BSP) won 44% of the popular vote, which gave them a slim majority of the 
parliamentary seats under Bulgaria's proportional voting system. It is not clear what 
policies the new BSP-led will follow; BSP politicians have called for increased social 
spending and subsidies to state enterprises, as well as renewed emphasis on mass 
privatization. BSP leader Zhan Vidcnov has also called for constitutional amendments 
which would in effect reduce the power of the President. 

Despite a constitutional prohibition against political parties based on race, religion, 
or ethnicity (and legal challenges based on this provision), the mainly ethnic Turkish 
Movement for Rights and F d o m s  (MRF) has functioned freely as a major force in 
Bulgarian politics, and was unhindered in the December 1994 elections. However, in 
1990, the courts denied registration to a small group of militant, selfdescribed 



Macedonian nationalists, known as "Ilinden-UMO," on the grounds that it advocated 
breaking up the Bulgarian state; Ilinden-UMO's appeal was denied in 1991. Also in 
1991, the ethnically based Rorna Union, dedicated to protecting the rights of Gypsies, 
was denied registration as a political party. Although the stated aim of the constitutional 
prohibition described above is to forestall the kind of ethnic and religious conflicts to 
which the Balkan countries arc w i a l l y  prone, its effect is to limit the rights of 
minority groups to form associations which could enable them to participate 
meaningfully in the political process. Other ethnic organizations with non-political aims 
were registered with the courts. 

The Government generally reqnxted freedom of speech, press, association, 
assembly, and travel, but xenophobia, nationalism, and antiethnic expression grew in 
1994. Government actions and the rising level of public intolerance significantly 
interfered with the activities of non-Eastern Orthodox religious groups. Parliament, over 
President Zhelev's objections, passed a judicial reform bill which could have resulted in 
removal from office of the sitting Chief Prosecutor and Chief Justice of the Supreme 
Court, a move eventually blocked by a Constitutional Court decision. Trade union 
activity continued to thrive throughout 1993 and 1994, as guaranteed under the 
constitution, with no impediment from the Berov govemment. 

SEED ASSISTANCE SUMMARY 

Program Overview 

SEED programs to promote Bulgaria's transition to a pluralistic democracy and 
market economy are among the largest in the Balkans. Early assistance aimed at 
privatizing the electronics and food industries. Other activities supported initiatives to 
help Bulgaria achieve its potential in agriculture and agribusiness. Experience from the 
early years indicated that a decentralized approach emphasizing local initiatives yields the 
best results. 

Today, U.S. assistance efforts emphasize: 

strengthening dema:ronic institutions by building public pam*ciparion at local 
levels through civic, trade union and non-governmental organizations in a 
long-term effort to strengthen local government and facilitate governmental 
decentralization ; 
helping to develop p r i m  enterprise andf ie  markers by promoting small and 
medium-scale private business development through loan and investment 
programs, municipal privatization and a business program of training plus 
financial and technical assistance, all reinforced when possible by an enabling 
legal environment for private sector growth; 
establishing a long-tern vehicle for leadership development through several 



tmining programs as well as through support to the only American university in 
-a Eumpe; 
jm,vmM'ng the quality ofl@e in Bulgaria by supporting comprehensive 
envimmental policies and a more efficient umgy sector (arcas where the 
Government of Bulgaria has been a good partner for change,) and developing 
pilot safii net programs with the Ministry of Labor and Social Wclfarc. 

Current fiscal year funding of $30.95 million closely reflects these priorities, with 
over 93 percart of obligations planned in the four anas noted above. The largest 
program will be in private business development, with over $12 million or 39 percent of 
the budget. 

American assistance to Bulgaria began in early 1990 with over $2 million in 
grants to support democratic institutions and a devastated environment. Through 
September 1994 more than $23 million of assistance has been directed to develop a 
strong democratic foundation that will support and sustain economic development. 

Recent accomplishments in this effort include a rapid build-up of a flexible and 
responsive delivery mechanism for grants under $25,000 for local NGOs, supportive 
development of municipal assocjations of mayors who are a major voia for strong local 
government in discussions with regional and national leaders, creation by independent 
judges of a grassroots NGO which will develop continuing education for the legal 
community, and key support to a "get out the vote" campaign for the 1994 national 
elections conducted by the Bulgarian Association for Fair Elections and Civil Rights 
through its 26 local chapters. 

In order to help establish a private, free market in Bulgaria, SEED finances a 
wideranging business development program, including direct loan and investment 
activities as well as technical assistance and training; initiatives to help create a 
conducive legal and regulatory environment; promotion of privatization and investment; 
and help to develop a modern, competitive financial sactor. Over $80 million has been 
made available to Bulgaria as of September 1994 towards achieving these goals, plus 
nearly $16 million for agriculture and agribusiness development. 

Recently, Treasury and IRS advisors have played an important role in 
implementation of the Bulgarian Value Added Tax; the Bulgarian American Enterprise 
Fund (BAEF) concluded a debt and equity investment with an American partner to 
establish a processing facility for chemes and cherry-related products for export; a 
municipal auction program began to privatize municipal facilities (eventually to cover 
some 22 smaller cities); Bulgarian private companies have alntady opened the first 
Kentucky Fried Chicken and McDonald's restaurants with a Pizza Hut opening soon; 
Sofia's Institute for Market Economics (established with SEED support) became 



self-sustaining and independent of US government financing; the newly incorporated 
Bulgarian Meat Processors Association held their fitst trade show with SEED support; an 
export market in the Middle East for Bulgarian dairy products opened up with SEED 
assistance; and over 200 loans have ban made to small entrepreneurs under the BAEF. 

SEED programs assist Bulgaria in building tomorrow's leaders for a democratic, 
free market society. Attracting more than 600 students with an American cuniculum 
emphasizing critical analysis and open discussion of ideas, the American University in 
Blagoevgrad will graduate its first class in 1995. The University of Delaware has 
established several local partnerships to sustain its programs. To train tomorrow's 
business and professional leaders, SEED initiated the participant training program in 
April 1993. By October 1994, 76 Bulgarians had received training in the U.S. in public 
administration, agriculture, tax administration, banking, health, statistics, labor, housing 
and environment. More than 75 others were identified for future training programs in 
these areas. 

Bulgaria's great biodiversity and traditional public commitment to historic 
preservation failed to influence Communist industrial policies, which showed little or no 
regard for their impact on the environment. The National Environmental Action Plan, 
updated during 1994 to meet the criteria of the Environmental Action Program (EAP) for 
Central Europe, is the basis for an extensive environmental program, including support 
for the Third Ministerial Conference under the EAP, to be held in Sofia in late 1995. 
Another international effort, the Global Environmental Facility, has also received a 
long-term commitment for development of market-based nature protection programs. 

SEED assists Bulgaria in improving the functioning of the health system in the 
face of diminishing resources. Through training and technical assistance in developing a 
health care data base, medical practitioners have initiated management and policy 
changes. A Watric trauma care unit and an ophthalmology center have opened with 
SEED assistance. 

SEED has also worked for improvements in the housing sector in Bulgaria. The 
most notable achievement of this assistance has been the success of the housing 
development demonstration program in the municipalities of Bourgas, Rousse, and Stara 
Zagora. The program utilized a public-private partnership approach and has multed in 
constmction starts of 300 units in these cities. 

Program Challenges 

The long-term effort to strengthen local govenunent and facilitate 
governmental decentralization is dependent upon the enactment of laws 
transferring significant taxing and administrative powers to local and regional 
governments. Other programs, especially those supporting private business 
initiatives, depend on successful macroeconomic stability and growth. The 



Government of Bulgaria must come to grips with these realities. Strong 
partnerships with the World Bank, IMF, and European Bank and Union, as well 
as the U.S., would do a gmat deal to facilitate badly-needed progress in these 
amas. 



3 0  

CROATIA 

Economic Developments: 

In 1994 Croatia's economy showed tentative signs of recovery from the disruption it 
suffered after the breakup of the former Yugoslavia. But the scars of war remain highly 
visible as Serb forces still occupy one-fourth of Croatian territory. With 25-30 percent 
of its agricultural capacity destroyed, Croatia's 1993 GDP remained around half of its 
1990 level. Due largely to the war and the collapse of intra-Yugoslav trade, industrial 
production remained at 30-40 percent of Croatia's 1991 production level. Despite these 
figures, a bold economic stabilization program initiated by the government in October 
1993 has shown promising results. 

The ongoing occupation of Croatian temtory by Krajina Serbs continues to retard 
Croatia's recovery. The Krajina Serbs continue to cut a key railroad link to the coast as 
well as the Adria pipeline, although the December 1994 signature of an agreement on 
economic confidence building measures held the promise of eventual progress on these 
issues. Energy production suffers while oil fields in Slavonia remain occupied. The war 
crippled Croatia's profitable tourist industry, which in the summer of 1994 operated at 
only one third of the pre-war level. Nonetheless tourist activity improved, especially in 
the Istrian peninsula; in October 1994 Hina reported a 55% increase in tourist activity 
over the previous year's level. Intermittent hostilities and U.N. sanctions deny trade 
with Serbia, a major pre-war market. 

The three-phase stabilization program which the government adopted in October 1993 
has improved Croatia's economic situation. The unemployment rate continued its three- 
year decline; yet at 15 percent remains well above the prowar level of 9 percent. 
Inflation dramatically fell by the summer of 1994 to a monthly rate of 1-2 percent, one 
of the lowest in the region. Croatia had increased its hard currency resewes to $1.68 
billion by July 1994 and is working to regularize its situation with external creditors. 

With the signing of the Washington Accords in March 1994, Croatia won key 
support for multilateral assistance. The World Bank approved a $128 million Economic 
Recovery Loan n June. Another $100 million for agricultural support and private family 
support are in the pipeline for approval. In October 1994, the IMF approved a Stand-By 
Arrangement and Systemic Transformation Facility totalling $192 million. The EBRD 
pipeline for late 1994 included two additional infrastructure project proposals: $46.7 
million for electricity network reconstruction and $76.3 million for roads and bridges. 

Croatia's economy supports over 400,000 refugees and displaced persons from 
Bosnia and occupied Croatian territories. An estimated 80 percent of refugees have 
found shelter with families in Croatia; this situation is untenable in the long term. 
Refugees continue to occupy hotels and fill refugee centers. In September 1994, 



rcfugccs continued pouring into Croatia at a rate of nearly 500 per week. While the 
international community has prwided the bulk of the food needed far the rcfuga, the 
Croatian government pays for medical cam and utilities at an estimated daily cost of $1.2 
million. Even with such cxpenx, the conditions in many refugee camps arc inadequate 
with a lack of warm water, health care, schools, and other basic necessities. 

Political Developments: 

The first multiparty elections in Croatia since World War II were held in 1990, and 
the new gwunmart organized a referendum that lead Croatia to declare independence 
from the Socialist Federal Republic of Yugoslavia (SFRY) on June 25, 199 1. Croatian 
democracy has made significant progress since then, but the country's development has 
been stunted by the ongoing conflict in the Balkans. 

As a result of the war Croatia fought in 1991 to defend its territory against the 
Yugoslav National Army (JNA) and Serbian paramhtary forces, a fourth of prcwar 
Croatian territory is under Serb military control. The country also suffers f b m  the 
burden of caring for nearly 400,000 d i s p W  persons and rehrgets driven from their 
homes in Croatia and neighboring Bosnia by ethnic cleansing and military hostilities. 
Consequently, the quest to settle the conflict and restore Croatian sovereignty dominates 
the national political agenda. 

Constitutionally, Croatia is a parliamentary democracy headed by a Presidency 
invested with considerable powers. The President appoints the Prime Minister and 
chairs the 23-member Council on Defense and National Security, Franjo Tudjman was 
elected President for a five-year term in August 1992. The political party that he leads, 
the Croatian democratic Union (HDZ), won a majority of scats in the 138-member 
House of Reprc~entatives. The HDZ also won a majority in, 1993 elections for the 
Chamber of Counties, the other house of the Sabor (the Croatian Parliament), whose 
legislative role is more limited. Foreign observers' estimates of the fairness of these 
elections varied, but most concluded that the results reflected the opinion of the majority. 
The country has seen a flowering of political parties and interest groups. 

The Croatian legal system consists of municipal and district courts, a supreme court, 
and a constitutional court. In addition a sixcourt military judicial system has broad 
jurisdiction under national security provisions, and many cases involving civilians are 
handled in these courts. One example was a trial against opposition party leaders 
accused of bombing their own offices. The underfunded Croatian judiciary has made 
progress in adapting to a constitutional, multiparty, democratic system. The judiciary 
remains in transition, however, and concerns persist about its vulnerability to ethnic bias 
and political manipulation. 

Croatia's Constitution is committed to human rights for all citizens. Concerns 
remain, however, about housing discrimination and government control of the press. A 



particular wnccm is the lack of investigation and prosecution of crimes against members 
of ethnic minorities. In addition, t h m  has been little follow-up to cases of human rights 
violations that occurred during hostilities in Croatia in 1991. In the Serb-held areas, 
arbitrary detention and mistreatment of prisoners are widespread, and the Serbian 
"authorities" have demonstrated a flagrant and systematic disregard for human rights. 

Poli tical-military Developments: 

A stable cease-ftre and separation of forces in Croatia was mediated by the U.S., 
Russia, EU, and UN in March 1994. It has largely held, and shooting incidents between 
the Croatian Army and Serb forces have declined by over 98 percent. While political 
settlement negotiations have yet to be launched, an agreement on economic wnfidence- 
building measures was signed on December 2, 1994. By year's end, the major highway 
in eastern Croatia was re-opened, but other aspects of the agreement aimed at restoring 
water, electricity, and oil supplies for many communities remained unimplemented. 
Zagreb's decision not to consent to continued UNPROFOR operations in the UN 
Protected Areas (UNPAs) after March 31 increases the risk of hostilities between Croat 
and Serb forces. Escalation into renewed wide-scale fighting would further retard 
Croatia's economic and political development. 

The United States and Croatia signed a Memorandum of Cooperation in Defense 
Relations in November 1994. U.S. International Military Education and Training 
(IMET) programs are envisioned for FY 95 aimed at improving the defense 
establishment of Croatia in terms of management, professionalism, democratic 
orientation, and civilian control of the military. 

SEED ASSISTANCE SUMMARY 

Program Overview 

Following the outbreak of war in 1991 in Croatia, most U.S. assistance has been 
humanitarian, targeted for Bosnian refugees and Croatian displaced persons. By 
supporting private and public Croatian institutions assisting these refugees, such as 
hospitals, schools, and voluntary organizations, the assistance has fostered the 
development of democratic institutional systems in Croatia. 

In 1992, the U.S. established diplomatic ties with Croatia as most hostilities ceased. 
A modest SEED program ($1 million for FY 1993) for democracy building began. In 
addition, SEED provided an additional $3 million for trauma-related assistance for war 
victims. In FY 1994, the funding level grew to $2.8 million for democratic initiatives 
and training. An additional $12.6 million funded humanitarian and trauma assistance, 
including emergency repairs, microenterprise activities, non-governmental organization 
(NGO) development, and conflict resolution activities. In FY 1995, SEED money will 
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provide modest technical assistance for the banking and financial sector. 

The SEED-funded American Bar ASSOCiationlCentral and East European Law 
Initiative (ABMCEELI) Representative at the University of Zagreb Law School provides 
expertise on: legal education, the development of an independent Croatian Bar 
Association, criminal & reform and the drafting of a new judicial codc. The 
International Media Fund supports the Media Resource Center of Zagreb University, 
strengthening the journalism curriculum at the University, sponsoring workshops and 
scminars on the role and workings of independent media, and assisting two independent 
magazines of political comment and opinion. 

Under a $6.0 million cooperative agrsement, the International Rescue Committee 
provides financial, technical and organizational assistance to over 25 Croatian NGOs. 
These NGOs include voluntary organizations serving the psycho-social needs of civilian 
war victims, especially trauma victims in refuge and displaced populations, professional 
associations and women's groups. The current program is concentrated with local NGOs 
who will continue to save people affected by the war long after SEED funding ceases. 

USAID hospital partnerships link American medical centers with counterpart 
institutions in Croatia. The U.S. institutions transfer technology, provide models of cart 
and offer technical assistance in clinical and managemcat areas. Under a cooperative 
agreement with the American International Health Alliance (AHA), SEED has provided 
$2.6 million for partnerships with Cruatian medical facilities. 

Challenges 

Humanitarian needs in Croatia remain high while the conflict in Bosnia-Herzegovina 
continuts. Thesc needs will increase if the cease-fire in the Krajina, the Serbian 
occupied portions of Croatia, breaks down. If an overall settlement is reached, the 
international community will receive requests for substantial nconstruction assistance in 
Croatia. 

Democracy building programs will be emphasized in the coming years to address 
political parties' and trade unions' attempts to democratize internally as well to 
strengthen pluralism in the political process. 
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CZECH REPUBLIC 

Economic Developments: 

The Czech Republic has made remarkable progress in reforming and stabilizing its 
economy since 1991. Tight fiscal and monetary policies, the liberalization of trade and 
prices and excellent progress on the privatization of state-owned enterprises have 
gradually overcome the initial shocks of the transformation from a centrally-planned 
economy, the collapse of the CMEA trading system and Czechoslovakia's own split into 
two nations. 

As a result, after sharp contractions in 1990-92, the decline in real domestic 
production leveled off in 1993 and, in 1994, the economy is expected to resume its 
growth, at a rate of about 3 percent. Inflation, which rose moderately in 1993 to an 
average annual rate of 18 percent in the context of the imposition of a new value-added 
tax, settled in 1994 to rate between 10 and 12 percent. Unemployment, finally, 
remained low throughout both years, at a remarkable 3.5 percent. 

Performance within the Czech republic's external account was equally good. In 
1993, a solid export performance, increasing tourism receipts and strong private capital 
inflows (largely in the form of loans to Czech enterprises) helped boost gross official 
reserves by more than $3 billion to five times their year earlier level. By yearend 
1994, gross official reserves are expected to reach $6.1 billion, setting the stage for the 
anticipated elimination in 1995 of all restrictions on current account transactions. 

The Czech republic's integration into the world economy has also moved forward 
rapidly. Exports to OECD nations rose to more than half the Czech Republic's total 
exports in 1993; and foreign private capital flows have been substantial. The Czech 
Republic has already concluded an Association Agreement with the EU, free trade 
agreements with the members of the European Free Trade Area (EFTA) and its partners 
in the Central European Free Trade Area (CEFTA), and applied for membership in the 
OECD. It is also a member of G A n ,  the IMF, the World Bank, the EBRD and other 
international institutions. 

Looking ahead, prospects for the Czech Republic are very good. A strong industrial 
tradition, progress in privatization and prudent fiscal and monetary policies augur well 
for strong, non-inflationary growth. Real GDP growth in 1995 is expected to be 
between 3 and 5 percent; inflation approximately 10 percent and unemployment 
somewhat higher at approximately 5 percent. 

However, there are potential problems. Fiscal adjustment is still incomplete. 
Overall government expenditures (at 47 percent of GDP) are excessive; corporate and 
individual income tax rates are among the highest in Europe; and the f m  1W f i s d  
surplus reflects one-time privatization proceeds that cloak an underlying deficit 



equivalent to 2 pucu~t of GDP. In addition, serious moves on enterprise iestructuring 
have yet to begin. The low rate of unemployment, low number of banlcruptcics, 
declining productivity and poor (and, in cases, deteriorating) financial situation of many 
Czech artexprim, testify to the limitad effect on enterprise pcrfomana of the 
wide-spread privatizations that have tlken place in recent years. Finally, there may be 
problems buried within the Czech banking system and elsewhere in Czech financial 
markets. The reluctance of Czech banks to exercise their rights under bankruptcy laws 
hint at probprob, as does the pricing of Czech investment funds, which traded at 
discount to the value of their underlying stocks throughout most of 1994. 

Political Developments: 

In the five years since the Velvet Revolution that ended communist rule, the Czech 
Republic has undergone a radical political and economic transformation and returned to 
the ranks of free-market democracies. Given the success of this transition, the Republic 
will be graduated from the SEED assistance program beginning in 1997. 

The Cnxh Republic is a fully functioning parliamentary democracy whose citizens 
enjoy the rights of fnt speech and fret assembly. It has an independent legislature and 
a vigorous, fret press. 

Prime Minister Vaclav Klaus's ruling four-party, center-right coalition was electad in 
June 1992. There arc also four left-of-center opposition parties and one radical 
right-wing party. The Ctech Constitution mandates Parliamentary elections at least 
every four years; early elections appear very unlikely at this point. 

Independent candidates won a majority of local council scats in nationwide local 
elections held in November 1W; among the national parties, Prime Minister Klaus's 
Civic Democratic Party (ODs) ganrered the most votes, followed by the Communists 
(KSCM) and Christian Democrats (KDU-CSL). 

The Constitution also calls for a Senate, which has not yet been constituted. Two 
draft constitutional amendments to abolish the Senate have failed in Parliament, but no 
clear consensus has developed on when -- or whether -- to hold elections for the upper 
chamber. 

President Vaclav Havel, elected by the Parliament in 1993 to a five-year term, has 
limited constitutional authority but can veto legislation and return it to Parliament, which 
has the power to ovmide it. 

Opposition groups, including political parties, function openly and without hindrance. 
Individuals speak out on political and other issues and freely criticize the Government 
and public figures. Print and electronic media also publish without censorship or fear of 
government persecution, though the Constitutional Court in December 1993 upheld a 



provision in the Criminal Code forbidding defamation of the state or presidency. The 
law was not applied at any time in 1994. 

The government is continuing a thoroughgoing reform of the judiciary and law 
enforcement bodies and has reasserted civilian control over military and intelligence 
organizations. The judiciary is impartial and independent. 

The Czech Republic also encourages the activities of domestic and international 
human rights organizations. President Vaclav Have1 was formerly a dissident and human 
rights monitor. This is an encouragement to similar groups, who are now free to work 
without government restriction. 

Nonetheless, there are some areas of concern. The main human rights problem 
continues to be discrimination against the significant Roma minority, estimated at around 
200,000, which suffers disproportionally from poverty, crime, and disease. Moreover, 
the citizenship law adopted after the separation from Slovakia has denied Czech 
citizenship to large numbers of Roma. 

The Constitutional Court in December 1993 upheld a law defining the former 
Communist regime as criminal and lifting the statute of limitations for crimes committed 
by the Communist Party of Czechoslovakia. Though rarely invoked, the law has drawn 
criticism for adopting the principle of collective guilt. The 1991 Lustration Law, which 
bars former Communist officials, secret police and collaborators from holding a wide 
range of elected and appointed positions for 5 years, also remains largely unenforced. 
Nevertheless, it has opened the Czech Republic to criticism for appearing to embrace 
employment discrimination and the concept of collective guilt. In perhaps the most 
celebrated lustration case, the Government in September 1994 dropped charges against 
former federal parliamentarian Jan Kavan. 

. SEED ASSISTANCE SUMMARY 

Program Overview 

USAID began assistance programs to Czechoslovakia in August 1990. 
Anticipating a possible split between the Czech Republic and Slovakia, implementation 
of U.S. assistance to the country began at the level of the two republics. The strategy 
permitted minimal disruption when the Czech-Slovak separation occurred. In January 
1993, the USAID office in Bratislava assumed separate program management and budget 
operations for Slovakia. 

The Czech Republic has enjoyed a successful and relatively stable macroeconomic 
transition with regard to monetary and trade policy, and to a lesser extent, structural 
reform. As a stable macroeconomic environment matures, microeconomic policies, and 



more importantly, the public and private institutions that are the fabric of society in 
dtmocratic market axtnomics, q u i r e  mewed attention and suppmt. 

Today, U.S. assistance efforts em-: 

buiIding the private sector and@ mcukcrs by developing workable systems to 
privatize state enterprises, improving banking and financial services and training business 
manag=; 

improving the qlrality qfl* by increased energy efficiency and helping industry 
makc environmentally sound improvements; 

strengthening dcmcn:~n'c i~ tst i tut i i  by helping reform the legal, regulatory, 
institutional, and administrative structures. 

As of September 30, 1994, approximately $130 million of SEED assistance had 
been obligated for the Czech Republic. Current fiscal year funding of $15.4 million 
reflects the program priorities. The Czech Republic is in a new stage which requires 
greater atmtion to building democratic structures. The SEED program is shifting its 
focus to these priorities, even as graduation from the program is being planned. 

Since 1990, SEED has provided a wide variety of technical expertise, legal 
advice, training, financial support and voluntary services across virtually all areas of 
reform in the Czech Republic. Most prominent however, remains the work on 
privatization and economic mtructuring by which SEED has played a central role in a 
record transfer of assets and pductive capacity from the public to private sectors: 
since 1989, over 80% of the economy has been shifted from public to private hands. 

In 1994, the USAID advisory team continued to play the central role in advising 
the Ministry of Privatization in its final phase of privatizing the Czech economy. 
Hundreds of privatization plans have been reviewed by this team of bankers, 
accountants, and lawyers, and over 120 transactions have been completed by the Czech 
government on the advice and negotiation of this team. The monetary value of these 
transactions, significantly incrtasad through the work of the advisory team, is 
appmximately $2 billion. Of greater importance, this work has helpad create a fair and 
transparent process in which US investors have been increasingly willing to compete and 
win. US investments continue to account for some 40 percent of this total dollar 
amount. The team has now been ask4 to concentrate their work on industrial 
restructuring, which remains at issue despite the shining succcss of Czech coupon 
privatization. 

SEED funding has had significant impact on the quality of life. In the heavily 
polluted city of Ostrava, the largest steel factories have applied economical investment 
recommendations of Department of Energy consultants that reduce factory pollution up 
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to 50 percent. The World Environmental Center helped the largest refinery and 
petrochemical plant in the Czach Republic minimize the risk of catastrophic explosion 
and reduce cancercausing emissions by 85 percent with a $20,000 investment that yields 
over $100,000 a year in savings. The Nuclear Regulatory Commission's assistance has 
resulted in new Czech regulations that mirror U.S. nuclear safety standards. The 
Commission work also helped provide better trained safety inspectors. 

Technical assistance is responsible for helping to strengthen democratic 
institutions on the national and local level of government. As part of decentralization, 
the city of Liberec received responsibility for the large stock of state housing. Housing 
sector assistance provided by the ICMAIUrban Institute joint effort helped the city to 
inventory its housing stock and design and implement housing management contracts. 
The result was greater competition among management enterprises that improved 
services for citizens. The project now is assisting in the privatization of the public 
housing in Liberec. 

Program Pbase Out and New Priorities 

After another year of steady progress in the Czech Republic towards a fully 
democratic and market-basad society, the Country Assistance Strategy was amended in 
May 1994, accelerating the phaseout plan, ending new obligations, with few exceptions, 
after FY 1996. 

Completing the major portions of the privatization program and establishing the 
basic infrastructure for sustainability of US-supported reforms arc essential elements in 
the time remaining years for the assistance program. Five priorities for the phaseout 
period, affmed by Czech authorities, will increase the likelihood of the sustainability of 
the transition and the institutions it engenders. The five priorities are: 1) continued 
economic transformation, including privatization and restructuring; 2) strengthened 
human resources, focusing on financial and managerial skills; 3) improved quality of life 
through cross-sectoral work in energy, environment and health; 4) strengthened local 
governments and municipalities through support for public administration reform, 
municipal financing and management; and, 5) support for development of civic society. 
These priorities have the overriding goal of assuring that viable, sustainable institutions 
are created to maintain the momentum of reform. Three major new initiatives exemplify 
this new focus: the first, supporting local government empowerment and public 
administration reform; the second, providing technical assistance and financial support 
for municipal finance, and the third, helping to build strong and sustainable civic society 
by training, technical assistance and grants for non-governmental organizations and 
educational reform. 



As the program begins its phase-out, challmgcs remain that may inhibit the 
succe~s of some activities. Foremost, although the Czech Republic has enjoyed 
impressive progress in the of difficult reform, a legal and administrative fiamcwork 
suitable for a functioning democncy is not nacessarily in place and may not be 
recognized as a high priority by curent Czech authorities. Future problems in managing 
the pressures within a competitive market economy could contribute to a political 
backlash that might threaten both future reform and the gains made to date. SEED will 
be working to improve local gwmments' abilities to respond to their constituencies, as 
well as finance long neglected public investment, to help counter this risk. 
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ESTONIA 

Economic Developments: 

Estonia is well on the road to economic recovery after its economy bottomed out from 
post-Soviet shocks in mid-1993. Sound fiscal and monetary policies, combined with a 
f m  incomes policy and the introduction, under a currency board regime, of a new 
currency in mid-1992 have helped redua inflation from 90 percent a month in early 
1992 to less than three percent a month in 1993 and 1994. These policies have also 
produced consistent surpluses in the government's fiscal account and a rapid increase in 
the banking system's international reserves. 

Estonia has also made excellent progress in regard to structural adjustment. Prices 
have been Freed and virtually all tariff and non-tariff barriers to trade have been 
eliminated, leaving behind one of the most liberal trade regimes in the world. In 
addition, the convertibility of Estonia's currency, the k-, has been guaranteed for all 
valid current account transactions since its introduction in June, 1992. The kroon is 
stable and fixed to the German mark at an 8: 1 exchange rate. Trade continued to 
expand in 1994, although Estonia fell into a deficit position with imports outpacing 
exports by approximately ten percent. 

The privatization of state assets has also made commendable progress. In 1992, the 
Estonian Government enacted legislation permitting the sale of all small enterprises held 
by the state. Small and medium-scale privatization is now virtually complete. The 
Estonian Privatization Office has succeeded in privatizing about fifty percent of larger 
state enterprises. 

On the downside, Estonia has made a relatively slow start in establishing a legal 
framework compatible with a market economy. It did enact basic bankruptcy legislation 
in 1992, which was used effectively to treat emerging banking system problems. 
However, laws to streamline the privatization process, facilitate the tmnsfer of real 
property, privatize housing and establish a commission for the enf~ccemcnt of 
competition and anti-monopoly laws were enacted in late 1993, but have not yet been 
fully implemented. Housing privatization is just beginning and is moving relatively 
slowly. The same circumstances apply in regard to agricultural privatization, which has 
caused severe problems in the agricultural sector. Estonia has made some headway in 
introducing vouchers into its privatization scheme and in creating mutual funds markets 
for voucher holders. 

Estonia has paid a very high price in terms of lost output for the changes it has 
undertaken over the past four years, but it now is reaping the dividends from its "shock 
therapy." After having declined for four consecutive years by a cumulative total of 
more than fifty percent, Estonia's GDP increased by nearly six percent in 1994. Estonia 
was the first country from the former Soviet Union to experience such a spectacular 



turnaround. Thc IMF pmlkts similar growth for Estonia in 1995. During that 
four-year period overall, employment declined fifteen percent ad avaage reol wages 
and real dispospble income declined sixty percent. In 1994, by contrast, real wages 
actually inmasal by about five percent and unemployment, while much of it is hidden, 
appears to have stabilized. 

Externally, Estcmia has made a determined effort to reorient its trade toward the 
West. Trade with Russia, which once accounted for the overwhelming majority of 
Estonia's imports and exports, now totals less than f i k a  percent, while nearly 80 
percent of Estonia's trade now is directed towards Western Europe. In 1994, Estonia 
signed a frtc trade agreement with the EU, with associate member status anticipated by 
the end of 1995. With the United States in 1994, Estonia signed agreements on trade 
and intellactual property protection, investment, and science and technology cooptfation. 
Given this and Estonia's preferential fret trade agreements with prospective EU 
members Sweden and Finland, U.S. f m s  should consider Estonia for significant 
investment and reexport opportunities. 

Estonia's phased graduation from AID'S assistance programs, which is not 
expected to be completed until 1996, recognizes Estonia's position at the vanguard of 
reform in the region. 

Political Developments: 

Estonia was an indqemht nation from 1918 to 1940, when it was forcibly 
incorporated by the Soviets. This illegal incorporation was never recognized by the 
United States and ended when Estonia redeclared its independence in the wake of the 
unsuccessful August 1991 coup in the Soviet Union. On September 2, 1991, the U.S. 
formally reestablished diplomatic relations with Estonia. Estonia is a member of the 
United Nations, the Council of Europe, the Organization for Security and Cooperation in 
Europe, Partnership for Peace, and numerous other international organizations. 

The continued presence of at least several hundred Russian officers demobilized in 
Estonia after the July 1994 troop withdrawal agreement is an irritant which the Estonian 
government is trying to resolve quietly with the Russian Government. Up to 210 
additional Russian military remain by agreement at the former Russian naval nuclear 
training center at Padkiski to &fuel two reactors and to help secure the facility. They 
are scheduled to hand over the reactor facility and to depart by August 31, 1995. 

In 1992, Estonia passed a constitution and citizenship law in accordance with 
OSCE standards, and that autumn held free and fair parliamentary elections, electing a 
rightcenter coalition government which has dedicated itself to implementing frae-market 
economics and following U.S. policy leads. 

The next round of parliamentary elections is scheduled for March 5, 1995. 



While the curmt Government is not expected to win, it is anticipated that any new 
coalition will continue to pursue economic reforms, but at a more modest pace on 
agricultural and social issues. 

SEED ASSIWANCE SUMMARY 

ProgrPm Overview 

The SEED programs to promote Estonia's transition to a pluralistic democracy and 
market economy are substantial. Total U.S. assistance to Estonia from all sources 
through Fiscal Year 1994 was over $41 million. Significant accomplishments in building 
democratic institutions and a market economy are indicative of Estonia's increasing 
maturity and stability. Consolidating the USG program over the next couple of years 
will result in a more highly focused program of greater impact. Until phase-out of the 
SEED program in Estonia is complete after FY 1996, the U.S. program will address 
specific assistance needs. 

Today, U. S. assistance efforts emphasize: 

advancing & ~ O C ~ M ~ C  reform by supporting strengthened local governments and 
improving management of the national government; 
strengthening eco-c reform by assisting the completion of privatization of 
state enterprises, promoting small and medium enterprises, and encouraging 
trade links with the west; 
improving the quality of life through assisting with the privatization of the health 
sector and improvement of the environment. 

The US., through the SEED Act, assisted the GOE in drafting the fundamental 
privatization statutes and reorganizing the government's privatization agency, supervising 
the sale of state enterprises, creating a model voucher system, and privatizing 
agricultural coop~ratives and food industries. SEED also helped to create a vibrant 
small business sector with the support given to the Estonian Small Business Association, 
restructuring enterprises, promoting regional trade, and strengthening the banking 
industry. U.S. assistance supported campaign building for municipal elections, and 
organization of indigenous political parties and civic groups to strengthen democratic 
pluralism. To facilitate these reforms, SEED assisted the Government draft the very 
legal and regulatory framework by which made these democratic and economic reforms 
possible. 

U.S. assistance in Estonia to alleviate environmental problems is designed to 
complement economic restructuring as well as to reduce threats to health causcd by 
heavy industrial pollution. The program has assisted in natural resource pricing and 



taxation policy for water, mining and forestry. Another part of the program has targeted 
the oil M e  mining and refining industry in northeast Estonia to help introduce low cost 
changes in profiuction, management and training that result in lower pollution levels. 

Estonia's rapid progress toward a market economy and a democratic society is a 
good reflection of how assistance and local determination can achieve stated national 
objectives for political and economic reform. During the phaseout and graduation of 
the SEED program in Estonia, coordination with other donors will be a factor in 
maintaining the momentum of, and ensuring the continued success of, the reform 
process. Regional Baltic stability is also important to establishing democracy and a 
market economy. 
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HUNGARY 

Economic Developments: 

After leveling off in 1993, Hungary's economy began a modest recovery in 1994. 
Real GDP for the year is now expected to grow by one to two percent, while relatively 
tight monetary policy held inflation to about 20 percent. Unemployment fell from 13 
percent in 1993 to 10.3 percent in 1994. 

Unfortunately, this recovery may be shortlived, as massive budgetary and current 
account deficits continue to threaten Hungary's m a c ~ n o r n i c  stability. For 1994, 
Hungary's fiscal deficit could reach 7.0 percent of GDP, while its current account deficit 
in the balance of payments could exceed 9.0 percent of GDP, i.e., around $4.0 billion. 

Since winning the May 1994 elections, the new government led by Prime 
Minister Horn has acknowledged the daunting economic challenge it faces, but has made 
only limited headway in addressing these critical imbalances. In December 1994, the 
parliament did approve the government's proposed budget for 1995, which projects a 
modest reduction in the budget deficit to about 5.5 percent of GDP. That deficit 
estimate, however, relies on the questionable assumption that the Horn Government will 
collect nearly $1.5 billion in privatization revenues in 1995. Without those privatization 
revenues, the budget deficit projection would jump to as high as 8.5 percent of GDP. 

International financial markets have so far been very generous with Hungary. As 
of year-end 1994, Hungary had borrowed a total of $27 billion in international markets, 
giving it the highest per capita debt of any country in Central Europe. It had also 
become a prime target for foreign direct investment, attracting a cumulative total of $7.5 
billion, including $3.5 billion from U.S. investors alone. These capital inflows, in fact, 
have become a major factor in maintaining Hungary's external balance. Should they 
stop, for any reason, or should they be reversed, the result would likely be severe 
financing difficulties for entities of every kind in Hungary, including the government 
itself. 

The IMF in December 1993 suspended its $480 million Standby Arrangement 
with Hungary because of the large 1993 budget and current account deficits. The Horn 
Government and the IMF have not yet agreed on a new program. The World Bank has 
also placed a hold on further disbursements of its 1991 Structural Adjustment Loan 
because of its concerns about Hungary's economic situation. 

On a more positive note, the private sector in Hungary has expanded rapidly 
since 1989. In 1994, it generated about 60 percent of GDP and employed more than 40 
percent of the labor force. The government has also privatized almost all shops and 
small firms, though privatization of the nearly 1,900 large and mid-size statcowned 
enterprises has moved more slowly. As of November 1994, the State Property Agency 



(SPA) and the State Holding Company (AVRT) had privatizad about 600 large and rnid- 
sized firms and liquidated about 500 more. The Horn Government has also submitted to 
the p r m t  legislation to merge the SPA and the AVRT and to accelerate 
privatization efforts. In addition, the Finance Ministry has privatized the Foreign Trade 
Bank, the bestcapitalized of the state banks, and intends eventually to d u c c  its 
holdings in or privatize the remaining state banks. 

In addition, Hungary has successfully d e n t e d  its trade from the East to the 
West. In 1994, apjmximatcly two-thirds of Hungary's trade was with Western Europe. 
This compares with the pre-1990 period, during which 90 ptrcent of Hungary's trade 
was directed towards its COMECON partners. Hungary is also seeking full membership 
in the European Union (EU) and signed, in December 1991, an Association Agreement 
with the EU which will afford it duty-free entry for most non-sensitive industrial 
products beginning on January 1, 1995. 

In 1994, the Hungarian Parliament also ratified the Unrguay Round GA'IT 
Agreement, which paved the way for Hungary to become a founding member of the 
World Trade Organization. In addition, Hungary, the Czech Republic, Slovakia and 
Poland agreed to speed up implementation of the 1992 Central European Free Trade 
Agreement (CEFTA) and to open the door for Slovenia and others to join. Finally, 
Hungary applied for membership in the OECD in 1994 and participates actively in the 
OECD' s Partners In Transition program. 

Political Developments: 

In 1994, Hungarians showed that democracy has tllren root in their country. 
Political stability, already evident last year when Peter Boross replaced the late Jozsef 
Antall as Prime Minister, was further demonstrated by parliamentary elections held in 
May and a subsequent smooth, constitutionally-valid transfer of power. The reformed 
Hungarian Socialist Party (MSP), which won a plurality of the vote and an absolute 
majority in Parliament, assumed power in coalition with the liberal Alliance of Free 
Democrats (SzDSz) in July. The MSP has committed itself to continue economic and 
political reform. 
The SzDSz campaigned on a platform of fiscal responsibility. 

Obsavcrs judged the elections, which of fed  voters a broad variety of choices 
across the political spectrum, free and fair. A change in the law raised the minimum 
requirement for a party to enter Parliament from four to five percent of the votes cast, 
but did not affect Parliament's composition, as all of the partres that passed the old 
threshold exceeded the new one as well. Although the campaign focused largely on 
economic issues and the substantial decline in living standards since 1990, extremist 
politicians continued to be marginalized; unreformed communists took 3.3 percent and 
ultranationalists only 1.4 percent of the vote. 



Despite government's parliamentary majority, the challenge of achieving a 
consensus within the coalition on how to address Hungary's budget and cunent accounts 
deficits should not be underestimated. While agreement appears to have been m h e d  on 
the 1995 budget, most controversial issues await action. 

The coalition could not agree on a media law. Although some private radio and 
cable broadcasters exist, major ground-based television and radio stations that m e  the 
territory of the entire country remain under government control. During the election 
campaign, moves by government-appointed television and radio managers raised 
concerns that the electronic media was being restricted for political purposes. Since the 
change in government, rumors of politically-motivated dismissals have again resurfaced. 
Generally, there appears to be agreement that the media must be insulated from political 
pressure but the modalities for achieving this goal have not yet been implemented. The 
press, in contrast, is free and unrestricted. 

Political institutions established by Hungary's 1989 constitution have worked 
well, including the separation of powers. The government is headed by the Hungarian 
Socialist Party, Parliament's largest political party. President Goncz serves as Head of 
State and is elected by the'parliament. Public opinion polls consistently identify the 
President as the country's most popular politician. During the previous administration, 
President Goncz used his position liberally to question government policies. The 
President also plays an important role in ordering Constitutional Court review of 
parliamentary legislation if the need arises. 

The Cpnstitutional Court has the authority to rule on the constitutionality of laws 
and statutes brought before it. The Court's members are elected by Parliament to a 
9-ymr term and no member of the Court may belong to a political party or engage in 
political activity. According to a 1994 amendment to the Constitution, the size of the 
Court has been reduced from fifteen to eleven members; four unfilled positions were 
abolished. 

A law on ethnic and minority rights passed in July 1993, established the concept 
of collective minority rights and explicitly permits local self-government in areas where 
ethnic groups constitute a majority. In areas where ethnic groups are in the minority, 
minority councils, parallel to the local government, were authorized. The law also 
attempts to protect the right of ethnic groups to use their own language and to safeguard 
minority schools and newspapers. Hungary is proud of this legislation and has offered it 
as a model for the region, although its effect in practice has not been demonstrated. 
However, this will soon change, as a number of councils were elected in December 
municipal elections. 

Although the government does not systematically repress the Roma (gypsy) population, 
police continued to harass and abuse Roma and societal discrimination against Rorna is 
widespread. However, there were fewer anti-Semitic and racist incidents and skinhead 



attacks, largely due to the decrease in the number of foreign students in the country. 

SEED ASSmANCE SUMMARY 

U.S. government assistance to the Republic of Hungary is based on helping it 
meet a series of strategic objectives in areas of democratic governance, economic 
restructuring, and quality of life. These objectives will be realized by the sustained 
efforts of the Hungarian people with the donor community playing a supporting role. 
U. S . /SEED assistance obligations to Hungary totaled $194.670 million as of September 
30, 1994. 

Economic restructuring programs account for approximately 75 percent of the 
US AID Office's obligations since 199 1, primarily for privatization, financial sector 
reform, and the Hungarian American Enterprise Fund (HAW). As Hungary's reform 
process evolves, U.S. assistance will change in response over the next scvcral years. 

Today, U. S. assistance efforts emphasize: 
helping to speed economic reform through privatizaton of state-owncd 
companies, assistance to smngthen nascent small and medium-sized priwe 
b~~~inessw and expediting Jnuncid sector n@m; 
strengthening democratic reform efforts of lucd gowrnmcnt to improve 
administration, the environment, and social services; facilitating cducufion 
reform; building the ability of indigenous NWs to promote a democratic 
society; promoting an indcpcndcnt d i a  by providing technical support and 
training; and 
improving quality of life through efforts to ~lc l iome  egects of e c o m k  
dislocation and technical assistance for the conwrsion of public sector housing 
to the private sector. 

SEED assistance has helped the government of Hungary to develop the capacity 
to manage the privatization process and implement innovative programs that have 
accelerated privatization, increased Hungarian participation, and made the process more 
transparent. Investors acknowledge the important role played by USAIDcontract SEED 
advisors in helping the State Property Agency (SPA) staff in selling state-owned 
companies. 

An example involved the April 1994 sale of the Oroshaza Food Company, 
producer of poultry products. Following ten months of tough negotiations, a German-led 
consortium of western companies purchased the Hungarian enterprise for $2.6 million, 



promising an additional $1.8 million investment to enhance long-term commercial 
viability, benefiting the company's 1000 employees. Another major impact on the 
privatization process has been USAID support for translating the concept of Employee 
Stock Ownership Participation schemes (ESOPS) into a highly successful ffnancing 
technique. From January 1993 to March 1994, 46 percent of all privatization sales by 
the State Property Agency included an ESOPS component. By July 1994, 168 
companies had been privatized through ESOPS conveying ownership to some 50,000 
employees and thereby inmasing grass mots support for the privatization process. 

Local administration in Hungary has been overwhelmed with newly acquired 
responsib~ties such as housing, infrastructure maintenance and revenue generation. The 
SEED Housing Program provides technical assistance to rationalize housing finance and 
production through the introduction of competition while strengthening the capacity of 
local government to assume its new responsibilities. Under the Housing Program, the 
Ministry of Finance has reduced and better targeted housing subsidies and introduced 
alternative mortgage instruments. The U.S. Department of Labor is providing technical 
assistance to address the problem of worker layoffs; another program trains mediators 
from government, business, and labor in labor management and dispute resolution. Ohio 
State University conducts an entrepreneurial training program to facilitate displaced 
workers reentering the market place as entrepreneurs. 

USAID programs respond to health needs in Hungary to improve the quality of 
life, helping to maintain support for the reform process. The result of a University of 
Kansas Medical Center partnership with Hungary's pediatric oncology department at 
Semmelweis Medical University is a dramatic decrease in pediatric mortality rates from 
cancer in the first year after diagnosis. Three years ago, 18.5 percent of all children 
with cancer died within the first year, most of secondary causes introduced by non-sterile 
techniques used in treatment. In 1994, the mortality rate among children diagnosed with 
cancer had dropped among first-year patients to just 4 percent. 

Program Challenges 

The ability of Hungary's government to implement a social restructuring program 
compatible with a market economy is a concern. Economic transformation in the region 
is accompanied by social dislocation. Social services infrastructure inherited from the 
communist era is inadequate. Many social programs are large and poorly targeted, 
resulting in large expenditures on benefits that do not effectively reach those most in 
need. 



KOSOVO 

Political and economic conditions continue to deteriorate in the Serbian pnnrince 
of Kosovo. Its autonomy was removed unilaterally by Serbian authorities in 1989, who 
have subsequently forced most ethnic Albanians out of their jobs and severad them from 
government scrviccs and the f m  cummy.  Serbs arc responsible for extensive 
human rights violations d severe rcjxdon in Kosovo, including extra-judicial killing 
and torture. The province is finnly under the thumb of the hmvily armed Serbian 
police. 

As a result, ethnic tensions remain extremely high. Rejecting any restoration of 
autonomy, ethnic Albanian leaders seek international support for Kosovar independace 
which the Serbs vehemently oppose. Most recently, over 200 ethnic Albanian former 
policemen were arrested arbitrarily, one of whom appears to have died in custody. 

Kosovo remains one of the primary obstacles to a comprehensive scttlemt in 
the Balkans. The United States supports the return of political autonomy and full human 
rights, but opposes independence or a UN protectorate for Kosovo. 

As a Serbian province, Kosovo suffers along with the rest of Serbia-Montenegro 
the full effects of UN sanctions. While thest sanctions have not blocked humanitarian 
assistance or imports of food and medicine, they have cut sharply into the income 
Kosovo residents generate domestically or arc allowed to legally repatriate from abroad. 
This situation has produced additional pressure on the already rock bottom incomes of 
the ethnic Albanian population, and driven significant numbers abroad in search of 
employment. 

SEED ASSISTANCE IN KOSOVO 

No SEED-funded activities in the areas of democracy building, economic 
restnrcturing or improving the quality of life took place in Kosovo in FY 1994. It was 
not possible to establish the kind of permanent oversight presence required of these 
activities in this county under the control of Belgrade. The Office of Foreign Disaster 
Assistance (OFDA) was able to distribute substantial amounts of diiter relief. Set 
Heading under M~ce  of Foreign Disaster Assistance. 
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LATVIA 

Economic Developments: 

Latvia continues to stabilize its economy and pursue market-oriented reforms. Its 
freely-traded currency, the &, was introduced in 1993 and has held steady, or 
appreciated, against world currencies. For the past two years, inflation has been held 
under a monthly rate of 2-3 percent. Latvia's economy had contracted substantially 
since 1991 but appeared to have steadied and even grown modestly by late 1994. A 
booming private sector, especially in trade and services, accounted for about half of 
economic activity. As of September 1994, real unemployment was estimated at 8 
percent. Privatization proceeded fairly quickly in the rural sector; by mid- 1994, over 
fifty percent of Latvia's farmland was in private hands, the rest in stock or 
government-owned companies. In the industrial sector, especially medium and large 
enterprises, progress was slower. The first mass privatization of firms is expected to be 
offered for stock purchase with vouchers in early 1995. 

Latvia has made steady progress toward replacing the centrally-planned, socialist 
system imposed during the Soviet period with a structure based on free-market 
principles. Latvia's growing private sector is estimated to account for as much as 50 
percent of the country's GDP. Latvia essentially balanced its state budget in 1993 and 
projected a deficit of just under two percent of GDP in 1994, and 1.7 percent in 1995. 
Economic separation from the Soviet Union, collapse of central planning and 
privatization of agriculture contributed to Latvia's economic output shrinking by 34 
percent in 1992 and 20 percent in 1993. Official statistics tend to understate the 
booming private sector, suggesting that the Latvian people and their economy are doing 
much better than is reflected statistically. Led by recovery in light industry and a boom 
in the commerce and finance, the IMF expects the economy to expand in 1995. 

Latvia reported a trade surplus of 36.4 million iats in 1993, with exports of 675.6 
million lats and imports of 639.2 million lab. Russia remains Latvia's largest trade 
partner, accounting for 29 percent of exports and 28 percent of imports. Also, Latvia 
remains heavily dependent upon Russia and the MS for about ninety percent of its 
energy needs. Invisible flows and net official transfers were positive in 1994, and Latvia 
likely experienced another balance of payments surplus in 1994. Assuming the lat 
remains relatively strong, hhria is expected to record stronger balance of trade deficits 
in 1995, as imports outpace exports. In January 1994, d i n t  foreign investment 
reportedly amounted to $140 million, of which the United States appears to be the 
largest investor. In 1994, Latvia signed a free trade agreement with the EU, with 
associate member status anticipated by the end of 1999. In 1994, Latvia signed 
agreements with the United States on trade and intellectual property protection, 
investment, and science and technology cooperation. 

Structural reform has proceeded most rapidly in agriculture and in the 



privatization of d l  artuprises. Over 58,000 private fanns have been establishad and 
most rermining collective farms transformed into private joint stock companies. 
However, many of Latvia's new fgrmers arc operating at subsistence levels stemming 
from a lack of financial resources and credit. Control wcr urban and rural property is 
being returnad to former owners, but the legal machanisms for title registration, sale and 
mortgaging of real property a~ not yet fully developed. Other than privatization of the 
food processing and Aairy industries, the pact of privatization of large industrial 
enterprises has bear slow. Only about a dozen of Latvia's h e s t  industrial enterprises 
have been privatizad. Recovery in light industry and Riga's emergence as a regional 
financial and commercial center are offsetting shrinlrage of the st;rtoowncd industrial 
sector and agriculture. Forcign investment in Latvia is still modest compared with levels 
in North-Central Europe, but is expected to expand as stabilization taks firmer hold. 

Political Developments: 

Latvia regained independence in 1991 after 50 years of Soviet rule. A 
parliamentary dmocracy , Latvia held fne and fair elections for a parliament (sacirna) in 
1993 and for local councils in May 1994, both dominated by right-center parties. 
Following the resignation of Rime Minister Valdis Birkavs of the ruling Latvia's Way 
party in mid-1994, the sacima endorsed a new government headed by Maris Gailis of the 
same party. The prime minister a d  the cabinet manage day-to-day government 
operations. President Guntis Ulmanis continued to m e  his threeyear term as head of 
state, to which he was electad by the saeima. A 1991 constitutional law, which 
supplements the 1922 constitution, provides for basic rights and freedoms. 

On April 30, 1994 Latvia and Russia concluded agreements providing for Russian 
troop withdrawal, continued Russian operation of an early-warning radar in Latvia for 
four years, and social guarantees for certain ex-Soviet military retirees. Russia 
completed its troop withdrawal as scheduled August 31, but the Latvian Government 
says 4,000 demobilized Russian officers have remained in violation of the agreement. 

A key development in 1994 was the adaption of a law on naturalization and 
citizenship, which was favorably evaluated by the resident OSCE mission, established in 
1993. If implemented, the law will allow most of Latvia's approximately 700,000 
noncitizens to seek naturalization over the next eight years. The main requirements are 
knowledge of the La tvh~~  language, history and constitution as well as a pledge of 
loyalty to Latvia. Russia and some noncitizens criticized the law; however, most 
independent experts deemed it a compromise consistent with international norms. By 
year's end the Latvian government was expected to introduce a national program for 
protecting individual rights and parliament was preparing to adopt a law specifjhg the 
rights of noncitizns. 

Comprising 48 percent of the populace, non-Wians are primarily urbanized and 
control an estimated 80 percent of the economy, making economic, not political reform a 



key issue to Latvia's future ethnic harmony. 

SEED ASSISTANCE SUMMARY 

Program Overview 

Assistance to the Republic of Latvia through the SEED Act began in October 
1991. Initial support consisted of emergency humanitarian assistance and energy 
programs that responded to immediate needs. The program quickly evolved into a 
comprehensive technical assistance system supportive of the Government of Latvia's 
development objectives. As of September 30, 1994, cumulative obligations to M i a  
under the SEED Act totaled $22.5 million. 

Today, U.S. assistance efforts emphasize: 

suppom-ng the economic transition through open marker reforms, including 
private sector development, banking reform, energy efficiency and environmental 
protection; 

suppoming development of &??UWM~C irtstitutiom through the strengthening of 
local and national government and nongovernmental organizations. 

Latvia's impressive economic accomplishments, including the successful 
introduction of a fullyconvertible national currency, continuity in economic policy 
reform during a time of political change, and rapid reintroduction of democratic 
institutions have led to a sharpened focus of SEED activities. 

In 1994, U.S. Treasury advisors played a key role in the preparation of a general 
budget law, passed in April 1994, which establishes many western budgeting and 
spending accountability practices. Treasury short-term advisors operating under an 
interagency agreement with USAID advised the Latvian Ministry of Finance and Bank of 
Latvia on macroeconomic policy, tax policy and administration, monetary policy 
developments, budget implementation and commercial banking. A long-term Treasury 
advisor to the Bank of Latvia assisted with implementation of monetary policies aimed at 
stability of prices and currency. The resulting conservative monetary policy has given 
the country a stable, fully convertible national currency, the Lat. Interest rates are 
declining to levels affordable by some businesses. 

Another advisor to the Bank of Latvia helped in the design of a major bank 
privatization program, enabling Latvia to create a twetier banking system, facilitating 
the implementation of monetary policy and regulation of the banking sector. Twenty-one 
of the Bank of Latvia's 48 branches have been transformed into commercial banks. The 



remaining weaker branches have been combined into a Universal Bank being pnpared 
for early privatization. 

Privatization assistance under the SEED program has helped the Ministry of 
Agriculture achieve scvcral strategic succe~ses with the privatization of the dairy sector 
as well as a number meat p d n g  plants and bakeries. Assistance included asset 
valuation, tcstxuctu~g of accounting systems, business plan development, and legal 
documentation. The Intenrational Executive SMvice Corps (IESC) sent volunteers with 
management and marketing experience to assist businesses and newly-privatized 
enterprises. lESC volunteers served as consultants in areas including pharmaceutical, 
medical administration, trade, fiberglass, and craft industries. 

President Clinton's announcement of the Baltic American Enterprise Fund board 
in July 1994, and the subsequent availability of the first tranche of financing for the 
Fund represent significant commitments in support of the rapidlydeveloping private 
sector. 

Assistance for the energy sector in Latvia targets two critical areas: energy 
efficiency and pricing and power sector restructuring and management. Regional 
coopetation in electricity contracting is supported at the Baltic Dispatch Center in Riga. 
A pilot industrial energy efficiency program demonstrated the potential for cost and 
energy savings with the adoption of low-cost energy efficiency measures. The Latvian . 

Electric Company is receiving demand-side management training to promote the adoption 
of energy efficiency measures across a more diverse spectrum of customers. In 1994, 
the Baltic Dispatch Center promoted regional consultations and technical seminars to 
advance regional planning to adopt least-cost solutions to energy issues. 

During 1994, just one facet of the SEED program to enhance environmental 
protection in Latvia was the World Environmental Center's efforts to lessen industrial 
pollution and minimize waste. It initiated waste minimization projects in five industrial 
plants and studies in another six firms. Using the findings, plant management identified 
costcffective measures that in all cases lad to significant reductions in wastage and c a t  
savings. In some cases, savings wert achieved through introduction of new management 
practices without any appreciable capital investment. 

The June 1994 completion of the House of Representative's Special Task Force 
on the Development of Parliamentary Institutions (the "Frost Task Forct") in support of 
Latvia's Swim (Parliament) was an important contribution to the effective functioning 
of the country's democratic institutions. USAID and USIA provided technical assistance 
and training in public administration and local government management as well as 
constitutional and civil law reform to appropriate national and local government leaders. 
Latvian-speaking American city prosecutors went to Latvia under USIA's Rule of Law 
program as Professionals-in-Residence to advise the Parliament, Supreme Court, 
Ministry of Justice, Prosecutor General, and the Latvian Judges Association on the 



development of a new criminal code and to assist in the country's general legal reform. 

Rapid development in the region has camed the Baltics the distinction of being 
transit countries for economic and organized crime activity; such corruption risks 
undermining the progress of reform. In coordination with the GOL, the U.S. is working 
to identify appropriate responses. 

Given that enterprise privatization is an important underpinning for sustained 
economic progress, and in view of the country's disappointing performance in 
large-enterprise privatization, implementation of the Latvian Privatization Agency's mass 
privatization program, assisted by USAID, will be closely followed. In the event the 
program falters, resources may be redirected. 
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LITHUANIA 

Economic Developments: 

Lithuania has been hit hard by the uxmomic decline afflicting the countries of the 
former Soviet Union. Output in the state sector continued its steep decline, falling 
roughly 30 percent in 1994, although at a reduced rate from previous years. Although a 
Most Favored Nation (MFN) agreement with Russia was signed in November 1993, 
Moscow has linked its implementation to Lithuanian agreement to cdnclude a bilateral 
Kaliningrad military transit accord. As a result, trade between the countries remains 
subject to heavy tariffs. 

Lithuania has made an effort to reorient its trade toward the West. Trade with 
Russia, which once accounted for the overwhelming majority of imports and exports, 
now totals about 50 percent, while the other 50 percent of Lithuania's trade now is 
directed towards Western Europe. In 1994, Lithuania signed a fnc trade agreement with 
the EU, with associate member status anticipated by 1999. With the United States in 
1994, Lithuania signed agreements on trade and intellectual property protection and 
science and technology cooperation. Lithuania had maintained a small trade surplus in 
raccnt yews, but recorded a $300 million deficit in 1994. 

The government also took additional steps in regard to structural adjustment. It 
instituted a currency board which fixed the lw at four to one to the dollar and has 
achieved significant success in reducing inflation. The yearly inflation rate declined to 
less than 40 percart in 1994, compared to 183 percent for 1993. Banking system credit 
remained under tight control and the government continuad to show a small surplus in 
the general government accounts. The trade regime established in 1993 abolished most 
export taxes, and the Government in 1994 established an 18 percent VAT. 

Meanwhile, Lithuania is gradually transforming a centrally-planned economy into a 
rnarket+ricntcd system. Neatly all housing and small businesses arc now privately 
owned, but large enterprises continue to operate essentially as state fitms. Over 142,000 
new private farms have been established which cover well over onothird of the 
country's total arable.land. Newlycreated small f m s  (1 14,452 have been registered) 
arc rapidly growing in number and steadily expanding thc range of products and services 
that are on offer to Lithuanian consumers. It is estimated that the private sector now 
employs slightly over half of the total workforce, thereby helping to cushion the effects 
of declining production in the state sector. Output, having dropped 37 penxnt in 1992 
and 16 percent in 1993, actually appears to have bottomed out at zero growth in 1994. 

Although the official statistics indicated that 3.2 percent of the workfore was 
looking for work in 1994, hidden unemployment is a massive phenomenon in the state 
sector economy, which is running at less than half capacity. Wages have gone up in real 
terms and now average about $93 per month, compared to $50-60 per month in 1993. 



The IMF has extended stand-by credits to Lithuania and strongly endorsed the 
Government's apposition to an indexation of wages and investments sponsored in a failed 
August 1994 referendum by the left- and right-wing opposition. 

The transportation infrastructure is adequate. Lithuania has one ice-ftct seaport 
with ferry services to German ports. There arc operating commercial airports with 
scheduled international services at Vilnius and Kaunas. The road system is good but 
border crossings may be difficult due to inadequate border facilities at checkpoints with 
Poland. Telecommunications have improved greatly since independence as a result of 
heavy investment. The bankinglfmcial sector is weak but improving. 

Lithuania's severe financial difficulties preclude any large-scale efforts to combat 
environmental degradation. With the help of multilateral financial institutions and 
individual donor countries, however, modest progress has been made in constructing 
water-purification systems in Klaipeda, the country's port, and Palanga, a seaside resort 
in northern Lithuania. 

Political Developments: 

Lithuania, a parliamentary democracy, regained independence in 1991 after more 
than 50 years of illegal Soviet annexation. The Constitution, adopted by referendum in 
1992, established a 141-member unicameral legislature, the Seimas; a directly elected 

' 

president, who functions as Head of State; and a government formed by a Prime 
Minister and other ministers, appointed by the President and approved by the Seirnas. 
The Government exercises authority with the approval of the Seimas and the President. 

In free and fair elections in late 1992, the Lithuanian Democratic Labor Party 
(LDDP)--the successor to the Communist Party of Lithuania, which in 1989 broke away 
from the Soviet Communist party--won a majority of parliamentary seats and formed the 
Government, replacing the nationalist Sajudis coalition which had been in power since 
Lithuania regained independence. In early 1993 voters elected Algirdas Brazauskas, the 
then Chairman of the WDP, as President. 

Lithuania's liberal "zero-option" citizenship law and the current Government's 
policies have substantially erased tensions with its neighbors. Lithuania and Poland 
signed a Friendship Treaty in spring 1994, and a similar agreement with Belarus nears 
signature. Russia withdrew its troops from Lithuania in 1993, but military transit to and 
from the Kaliningrad enclave still remains unresolved. It appears that Lithuania and 
Russia have agreed for the present to abide by ongoing informal terms of transit. 



SEED ASSISTANCE SUMMARY 

Assistance under the SEED Act began in the Republic of Lithuania in October 1991. 
Immediate needs were for rapiddelivery humanitarian and energy programs. Almost 
immediately, the Government of Lithuania (GOL) engaged in efforts to transform the 
amnomy into a full-fledged market system; U.S. assistance has kept pace with the 
developments to offer timely help in the fulfillmart of this goal. As of September 30, 1994, 
total U.S . assistance to Lithuania was approximately $29.6 million. 

Today, U. S . assistance efforts emphasize: 

dcwhping the newly-pn'voriud bwiness sector, with emphasis on financial sector 
reform; 
addmsing the need@ energy a d  the sofcty of the I g d i n a  ~ z ( u : l e a r ~ r  
p l w ,  and 
strengthening dernocmc i~tinuions, both governmental and non-governmental. 

A recat review of strategic objectives has resulted in an increased emphasis on 
environmental efficiency investment and improving the role of formerly state-owned agro- 
industries in the economic tmnsfofmation process. Special emphasis will be givar to 
production, pricing, and infrastructure support services. 

The greatest achievement of U.S. assistance in the last three years is in the 
strengthening of Lithuania's financial sactor. The programs help to facilitate the 
conversion of the command economy in Lithuania into one b a d  on the private sector. 
SEED-funded advisors consulting directly with Government of Lithuania ministries and 
dqmtments have helpad to produce new legislation and policies in the areas of tax 
administration, budget policy, bank training, and management. Assistance to the Central 
Bank's bank supervision department has been particularly effective in promoting fiscal 
reform by developing a more effective bank supcNision and regulatory system in 
Lithuania. In addition, experts have provided ongoing education to government o f f ids  
formulating practical applications for a market economy. In late FY 1994, funding was 
provided to the newlycstabliskd Baltic American Enterprise Fund. The Fund will 
provide much needed small loans to, and equity investmats in, small- and medium-sized 
businesses. 

Under USAID, the World Council of Credit Unions is responsible for a project to 
establish a network of agriculturally-based credit unions in Lithuania. A project has 
begun to open 15 credit unions, increasing the efficiency of financial markets and 
improving the availability of personal financial services in the country. KPMG Peat 



Marwick carries out a number of technical assistance projects including privatization of 
dairy industry producers and technical assistance to enterprises wanting to access a new 
$25-30 million credit line for agriculture from the World Bank. The International 
Executive Service Corps has completed almost 40 projects for industry and banking. 
Projects included computerizing accounting systems, implementing budget controls, 
providing marketing guidance and instruction for bankers about foreign exchange 
operations. 

SEED programs are helping Lithuania reform the inefficient energy sector. Arthur 
Anderson assisted the Lithuanian State Power System (LSPS) develop an internationally 
accepted accounting system. Another USAID contractor provided assistance for the 
modernization of the LSPS dispatch center, qualifying it for inclusion in a planned 
World Bank power sector loan. A partnership program with Alabama Power Company 
provides technical assistance to improve several areas including utility management and 
organization, financial and cost-benefit analysis techniques, and information technical 
systems that will result in more efficient use of electricity both in Lithuania and in the 
region. 

A vatiety of assistance projects are ongoing to improve the safe operation of the 
Ignalina Nuclear Power Plant. Brookhaven National Laboratory installed plant and 
reactor monitoring equipment and provided hands-on training for staff. An agreement 
signed with the Nuclear Regulatory Commission will increase cooperation for improving 
the plant and reactor and ensure a continuing exchange of technical information. The 
agreement also covers research reactor safety. 

The American Bar Association's Central and East European Law Initiative 
(ABAKEELI) has provided a variety of services to strengthen the country's democratic 
institutions in the field of law. CEELI was instrumental in helping Vytautas Magnus 
University to develop a new three-year legal curriculum. The First Fridays Legal Club 
provides a forum for lawyers to learn from each other and multiply the effects of 
regional conferences for judges, lawyers, and other legal professionals. 

In June 1994, the House of Representative's Special Task Force on the 
Development of Parliamentary Institutions (the "Frost Task Force") fulfilled its 
objectives to provide technical equipment, reference materials and a Parliamentary 
seminar to support democracy in Lithuania. 

Program Challenges 

Though most private dwellings and agricultural entities have been privatized, over 
65 percent of state-owned enterprise capital set aside for hard currency privatization is 
still unprivatized. The Lithuanian Parliament's veto of legislation to creak a 
Privatization Agency and State Property Fund raises questions about the Government's 



commitmart to complete privatization of thest stateawned enterprises. U.S. assistance 
is theref= shifting to developing those private and public enterprim and institutions in 
the post-privatization phase which need business and financial expertise. 



FORMER YUGOSLAV REPUBLIC OF MACEDONIA (FYROM) 

Economic Developments: 

W u  in nearby Bosnia has severely hurt the FYROM economy and complicated 
efforts at economic reform. The FYROM has suffered a breakdown of trade and capital 
flows. The fledgling nation lacks the resources to shore up a weakened, inadequate 
infrastructure, and cannot finance new east-west links that will be needed for long-term 
development. The Greek embargo, imposed in February 1994, compounded the 
country's economic woes by cutting access to the region's main port of Thessaloniki. 
There has been limited success in efforts to reroute trade along existing east-west routes. 
Going around the Greek embargo and loss of access to the port of Thessaloniki had a 
negative impact on the FYROM's industrial competitiveness. Input costs soared as 
FYROM shippers were forced to use overcrowded alternate transport routes. 

Despite a harsh economic climate, the FYROM government put into place a 
modest economic stabilization program in early 1992 that won praise from IMF officials 
for its effectiveness. Inflation recently dropped to 2 percent per month. The average 
monthly salary was $126 by the end of 1993 -- less than the cost of food for the average 
family -- but still considerably more than the average monthly salary in Serbia. 

Industry and mining, still the largest sectors of the shrinking economy, contributed 
about 40 percent of GDP, while agriculture made up about 15 percent of GDP. Most of 
the FYROM's agricultural sector is in private hands, while the industrial base is largely 
socially owned. The existing private sector, which is small but growing and 
service-oriented, has also suffered. Although the number of private businesses increased 
significantly in 1993, many only exist on paper. Tourism has virtually disappeared as a 
result of the conflict in Bosnia and the Greek blockade. The transport sector, which is 
heavily geared toward north-south transit from Greece to Serbia, has been severely 
disrupted. 

The U.S. contributed $5 million to a multilateral effort to clear the FYROM's 
arrears with the World Bank in early 1994, which in turn unlocked the country's first 
Economic Recovery Loan. The June 1994 World Bank Consultative Group meeting only 
partially succeeded in filling the projected 1994-1995 Balance-of-Payments gap of $1 10 
million. This gap must be met for the IMF and IBRD to move ahead with their planned 
programs in 1995. 

Political Developments: 

FYROM is the only former Yugoslav republic to have gained independence 
peacefully and without bloodshed. The United States recognized the FYROM on 
February 8, 1994, using the FYROM provisional name, pending resolution of the dispute 



betweem Greece and the FYROM over the WS name. All members of the Eumpean 
Union, except Greece, haw established full dip10matic relations with the FYROM. The 
President decided to withhold establishing diplomatic relations until progress had baa, 
made in settling the FYROWGreace dispute. The President appointed a Special Envoy, 
Matthew Nimetz, in March 1994 to bring both parties back to stalled UN-sponsorad talks 
led by C p  Vance. 

The FYROM is a parliamentary democr~cy that declared its indepaKienct from 
Yugoslavia in September 1991 after a public referendum on the issue. The FYROM 
held its first parliamentary and presidential elections as an independent nation in 
November 1994. Resident Gligorov, first elected president by Parliament in 199 1, was 
nclectal by direct popular vote in 1994, as mandated by the constitution, with the 
support of 53 percent of all registered voters. He has broad authority, particularly in 
international relations, despite his limited constitutional powers. 

Although there were procedural problems, the 1994 elections were declared free 
and fair by international O~SCTVCIS. Sixty political parties were registered and ran their 
candidates in the first round. To the detriment of the democratic pnxxss, two major 
opposition parties (both with ultra-nationalist leanings) boycottad the sacond round of 
elections to protest technical irregularities noted during the first round. CSCE and 
Council of Eumpe observers ruled that the irregularities were not widespread amugh to 
have affected the outcome of the first round. President Gligorov's thrcuparty coalition 
garnered more than a two-thirds majority in Parliament, while Albanian parties and 
independents occupy the rest of the scats. The Albanian PDP (Party for Democratic 
Prosperity), which lost scats in thest elections due to the splitting off of less moderate 
members, was granted four ministerial positions in the new government, one less than in 
the last government. 

Fundamental human rights arc provided for in the constitution and appear to be 
generally respected, although hard data and systematic records arc lacking. Ethnic 
Albanians and other minorities have raised various allegations of human rights 
infringements and discrimination at the hands of the Macedonian ethnic majority. Most 
recently, an attempt to open illegally an Albanian-language university in Tetovo attracted 
disproportionately harsh internention by local govemment authorities in Tetovo, 
including the bulldozing of the building that was to house the university. Despite the 
frustrations of the Albanian community in the FYROM, the Badinter Commission 
concluded in 1991 that the FYROM fulfilled all the human rights requirements for 
recognition, including acceptance of the UN Charter and CSCE agreements and 
guarantees of the rights of ethnic minorities. The FYROM continues to be locked out of 
full CSCE membership by Greecc's opposition. 

There arc no restrictions on freedom of the press, though the central printing 
facility is controlled by a government board. Television is still controlled by the 
govemment, but there arc several different radio broadcasting groups around the 



country. Broadcast licensing laws arc under parliamentary consideration. The primary 
obstacle to the development of greater media diversity is the FYROM's dire economic 
situation, though like other ex-Yugoslav republics the FYROM has a strong tradition of 
statecontrolled news dissemination. Foreign newspapers, books, and periodicals are 
available but expensive. 

The FYROM Interior Ministry currently oversees the country's security apparatus, 
including uniformed policc, border police, and the domestic and foreign intelligence 
services. Ministry branch offim in the country's 13 precincts are in charge of security 
at the local level. 

SEED ASSISTANCE SUMMARY 

Frogram Overview 

The FY 1994 SEED assistance program focused on providing technical assistance 
in two key areas: support to the stabilization program through financial and economic 
restructuring, and democratization. Early efforts addressed a broad spectrum of 
financial activities: the national budget, macroeconomic policy, taxation, the pension 
fund, banking, and privatization. The objective then was to assist in creating the 
financial infrastructure necessary for a successful transition to a market economy. Over' 
the course of the year, as the international financial institutions began to take a more 
active role in the FYROM, U.S. assistance was narrowed to focus on specific and 
related areas of concern. 

Today, U. S . assistance efforts emphasize: 

a the building of a &mcu:ratic and civil society through programs that 
encourage broad citizen participation; 

a developing the priwe sector andfrcc mankers working through pilot 
privatization programs, technical assistance to the banking industry, and 
management training. 

Program Highlights 

FY 1994 was the first full year of operation in FYROM. There were seved 
notable accomplishments. In the area of the development of financial and economic 
systems, SEED consultants assisted the government in drafting new laws on taxation 
(sales, inheritance, customs, personal income, corporate profit, and property.) Advice 
provided by the National Democratic Institute was incorporated into the proposed 
electoral law. Technical assistance given to the Central Bank has provided long-term 
advisors to improve bank management in a program backed by SEED and the IMF. 
SEED-funded USAID contractors completed audits of two major banks, as part of a 



World Bank effort to strengthen the bankjng sector. Our assistance began to aUeviatt 
export and import barricn by improving facilitim and qmbilitim at the borders through 
work with customs officials. 

Thc National Democratic Institute assisted in the d o n  of an indigenous civic 
organization which then provided 900 domestic monitors for the f a  presidential and 
parliamentary elections. The Internatid Republican Institute provided training to 
political parties in election financing and techniques, and also served as international 
monitors in the recent elections. 

During the year, project designs were completed to provide a team of experts to 
the Privatization Agency to assist in acceleration of the privatization process; to assist 
the electric utility in identifying options for privatization; to encowage the development 
of parent/teacher associations in ethnically diverse areas; to establish a regional network 
for women's civic organizations; and to encourage networking among indigenous non- 
governmental organizations, with an emphasis on environmental groups. 

Program Challenges 

FYROM is limited in its ability to suc~cssfully achieve economic growth and 
political stability. On the economic front, FYROM is squeezed between the U.N.- 
mandated economic sanctions on Serbia and the embargo against itself unilaterally 
imposed by Greece. On the political fnmt, the instability in Bosnia and the potential for 
spillover creates a great deal of uncertainty. Given the cumnt situation, assistance has 
limited impact on the economic situation. A sizable tthnic Albanian minority has 
participated in the government and has worked with the ethnic Macedonian majority to 
iron out potential ethnic flashpoints. Nonetheless, external problems and internal 
economic difficulties could lead to intcr-cthnic tension so far avoided. 
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POLAND 

Economic Developments: 

In 1990, Poland embarked on a program of economic reform and stabilization that 
has few historical parallels in terms of both its pace and scope. Monetary and fiscal 
policy were both tightened considerably; the national currency, the zloty, was made 
convertible for most current account transactions; prices were freed; trade restrictions 
were lifted; and public subsidies were reduced from more than 15 to less than 2 percent 
of GDP. State enterprises were, in individual cases, privatized; wage increases were 
limited through an aggressive incomes policy; and the first steps were taken towards the 
reform of the nation's social welfare system. 

All of these steps had costs. Output dropped by approximately 20 percent of GDP 
in 1990 and 1991, unemployment rose to 16 percent of the labor force, and living 
standards plunged. At the same time, however, inflation was tamed, dropping from 
almost hyperinflationary rates in 1989 and 1990 to a still high, but no longer accelerating 
rate of 37 percent in 1993. More importantly, Poland became the first Central European 
country to turn the comer on growth, registering an overall increase in real GDP of 1.5 
percent in 1992 and 3.8 percent in 1993. 

In 1994, these trends continued. Real GDP growth accelerated to a rate of 
approximately 4.5 percent and strains which had appeared within Poland's trade account 
in 1993 were largely eradicated by continued sharp improvements in Polish productivity 
and a one-off step devaluation in August 1993. Exports now appear likely to increase by 
approximately 15 percent in value terms in 1994, reducing both Poland's trade and 
current account deficits and helping produce a net inmaise of international reserves in 
excess of $2.5 billion. 

On the other hand, inflation (as measured by the consumer price index) continued 
high and now appears likely to average between 30 and 35 percent for 1994 as a whole, 
as a rapid increase in international reserves, a consequent rapid expansion in the broad 
money supply and cost-push factors (increased wages and higher agricultural prices) all 
tended to place upward pressure on prices. Unemployment in 1994 also remained high 
(at approximately 16 percent of the labor force) as state-owned enterprises in particular 
continued to shed workers. In contrast, in the private sector, productivity and 
employment both increased, raising the private sector's share of employment and output 
in Poland to more than 50 percent. 

There were also few changes in the government's reform program, despite the 
election, in September 1993, of a center-left coalition government, whose elecPiorr 
rhetoric promised adjustment "with a human face". If anything, the new government has 
accentuated the fiscal austerity already evident under previous governments, holding the 



central govcanment's deficit to only 3.7 percent of GDP. It has also continuad 
privatizatim efforts, albeit with a new emphasis on the prim "comrnercllltzPtr . . 'on" of 
public enterprises, and clear intat to use the priMtizoton process u a budget financing 
tool. 

In 1994, the Polish government also completed negotiations that will regularhe its 
relations with all significant extanal creditors, clearing the way for new private capital 
flows. In October, it amcludcd a debt reduction arrangement with its commacial bank 
creditors that will reduce the value of commercial bank claims against it (originally 
$14.4 billion) by slightly kss than half. Combined with its continued strong financial 
performance undtr its IMF program, that agreement also qualified Poland for the sbcond 
tranche of debt reduction under the agreement signed in 1991 with its Paris Club 
creditors, who agreed then to reduce Poland's outstanding official debt (then 
approximately $33 billion) by fifty percent. 

Looking ahead, there are still major challenges facing Poland. Over the next 
several years, the Government of Poland will have to come to grips with the explosive 
growth of social welfart and pension programs, which consumed 20 p e ~ x n t  of GDP in 
1994, squeezing out needed investments in public infrastructure. It will also need to deal 
effectively with large, loss-making public enterprises in the steel, coal, railway and 
shipbuilding industries, which have thus far ban able to use their political and 
economic clout to ward off serious efforts at rCStfllCRlring. Finally, the government will 
have to come to terms with the deteriorated state of specialized banks now sewing the 
agricultural and housing sectors, which have thus far been able to use their special status 
to claim transfers from the government and avoid effactive supervision. 

The impact of thesc continuing problems will be felt, if at all, only over the 
medium term. In the short term, the momentum for growth in Poland will, if anythg, 
intensify, as the effects of previous reforms take hold and economies expand in Westcrn 
Europe, which is now Poland's single largest export market. C u m t  forecasts indicate 
probable Polish real GDP growth of at least 5 percart in both 1995 and 1996, continued 
strong trade performance, rising private capital inflows, moderating inflation and 
reduced unemployment - excellent circumstances, in short, for continued reform and 
adjustment. 

Political Developments: 

Five years after the fall of communism, Poland has firmly established a 
parliamentary democracy based on a multiparty political system and free and fair 
elections. President Lech Walesa shares power with the Prime Minister, the Council of 
Ministers, and the bicameral Parliament. The Government itself is a coalition between 
the Democratic Left Alliance (SLD), a successor to the former Communist party, and 
the Polish Peasant Party, a successor to the Peasant fellow travelers of the Communist 
era. Headed by PSL leader Waldernar Pawlak, the coalition is four lower house seats 



short of a veto-proof 213 majority. 

Although the SLD and the Polish Peasant Party ran on pledges to mitigate the 
hardships accompanying Poland's economic transformation, since forming a government, 
they have largely followed the reformist policies of their predectssors. Strains in the 
coalition surface periodically, especially over economic policy and over relations with 
President Walesa, which are shaky. Presidential elections are due in 1995; political 
maneuvering for the race has already begun. Walesa, Pawlak and SLD leader 
Kwasniewski an likely candidates. Despite Walesa's current unpopularity in the polls, 
he still plays an important constitutional role in foreign and security policies. 

June 19, 1994, local government elections marked a minor resurgence by the 
somewhat more unified post-Solidarity parties. However, the coalition parties also 
scored relatively well in rural (PSL) and urban (SLD) areas, leaving all factions satisfied 
by the results. 

Human rights are generally well respected in Poland, although some infringements 
on the rights of Free speech and assembly continued in 1994. Scattered allegations of 
police brutality, most often toward foreigners or the homeless, were reported in 1994. 
All the same, typical human rights violations of the past were the exception in 1994. 

The Polish armed forces and the internal security apparatus are subject to 
governmental authority and are under civilian control. The precise division of authority 
over the military between the President and Prime Minister continued to be the subject 
of debate in 1994 and will probably be addressed as part of the new constitution being 
drafted by Parliament. Under the provisional "Little Constitution" the government must 
consult with the President on filling three Ministries deemed crucial to Poland's security: 
Foreign Affairs, Defense, and Internal Affairs. 

The National Assembly (the Sejm and the Senate jointly) formed a 
constitutiondrafting committee, which began its work during 1994. The National 
Assembly formally began consideration of several drafts in September. There is no legal 
deadline for completion of work on the new constitution, but the chairman of the 
drafting committee proposed completing work in early 1995 and submitting a draft to a 
national referendum in the spring of 1995. 

Both the parliamentary opposition and media organizations vigorously opposed a 
draft law in Parliament that they saw as tending to revive censorship and incorporating 
too broad an interpretation of those official secrets requiring protection. The lack of 
opportunity for women in the labor market remains a fact of life, despite some signs of 
improvement in recent years. 



SEED ASSISTANCE SUMMARY 

Poland is the largest recipient of U.S. assistance in Cartral Eumpe with nearly 
$720 million in SEED funds obligated as of September, 1994. From the beginning of 
the program, key aspacts of the Polish transition to a viable market economy and 
democratic civil society such as economic restructuring, private and financial sector 
development, governmental dacerrtralization, housing sector development, environment 
and energy, agribusiness, health can, human resources and sbengthened democratic 
institutions have d v e d  extensive US government assistance. After five years, 
Poland's transformation is firmly on track, despite the 1993 election of a coalition 
government which has slowed the pace of reform in critical areas. 

USAID-administered SEED assistance is focused on overcoming what remains of 
major impediments to sustainable, long-term economic growth and resilient democracy, 
building on lessons learned and a strategy that employs the mutually reinforcing 
objectives of private, public, financial, and democratic sector development. 

Today, U.S. assistance efforts emphasize: 

a suppom'ng private sector dewlopunt; 
a misting dewbpment of the financial sector, 

@nnring an obsolete public sector to better support democratic 
deve1opment and a market economy; 
smngthening democratic instihuiom at the grass roots level by 
strengthening NGOs, supporting legal and judicial reforms, and creating 
an independent, professional, and ethical media. 

The Polish American Enterprise Fund has been a strategic resource in building and 
strengthening the private scctor in Poland. As of September 1994, the fund had been 
instrumental in the creation of approximately 12,000 jobs by making available $120 
million in more than 50 dircct-cquity investments and large loans, and $67 million for 
3,500 small business loans. Many of the Fund's activities reprtscnt pioneering 
investments, helping, for example, to create the first mortgage bank, initiating the first 
flotation of a privately-owned company on the Warsaw stock exchange, and supporting 
newly privatized firms. 

USAID contractors under the SEED program are credited with making possible 
substantial achievements in privatization of Polish state industry to date. In late 1994, 
the Ministry of Privatization launched the Mass Privatization Program supported by 
advisors from KPMG Peat Marwick. KPMG also facilitated the privatization of four 



furniture-sactor enterprises valued at $22.5 million. Pria Waterhouse assistad with the 
privatization of eight glass enterprises, one of which was the third largest privatization 
transaction to date, while a business valuation of the Huta Warszawa steel mill, one of 
the largest employers in the region, was conducted by Coopers and Lybrand in 
preparation for the mill's successful privatization. In support of Small and Medium 
Enterprise (SME) development, the Gemini program helped establish the Foundation for 
the Promotion and Development of SMEs, which along with the G-24 Task Force on 
SMEs is well-positioned with the Ministry of Industry and Trade to be a catalyst for 
change and for the inclusion of private sector interests in policy discussions. 

Contributing to the establishment of a modern financial system, Poland's successful 
negotiations of a 50 percent debt reduction were assisted by Treasury advisors; 
movement towards the creation of capital market institutions and a regulatory framework 
for investment companies was accelerated with SEED support, three of nine regional 
state-owned banks have been privatized with U.S. technical assistance; a Consumer 
Protection Department within the Anti-Monopoly Office was created as a result of 
assistance by the U. S . Federal Trade Commission; draft revisions for the collateral law, 
a product of two years of research and consensus-building by IRIS advisors, as well as 
the competition and energy pricing laws were completed; an on-site inspection manual 
for the bank supervision project at the National Bank was drafted and tested during 
actual inspections by KPMG advisors; the USAID-supported Warsaw Institute of 
Banking has trained over 700 bankers, creating the cadre of future financial leaders to 
manage this sector; and to further foreign and domestic investment, the Department of 
Commerce provides training to facilitate the Government of Poland's adoption of an 
export control regime. 

Nearly half of the SEED budget for Poland assists in building a more efficient and 
effective public sector to better support a truly civil society and free-market economy. 
In the past year, a public administration reform project was launched. Technical 
assistance made possible the new public procurement law which grants fair access by 
U.S. businesses to the Polish market. At the municipal level, an cconomic analysis 
report for Warsaw was prepared; expert assistance was provided for Krakow's reform of 
local property tax laws, leading to a national review of property tax laws by the Polish 
government. A USAID Municipal Investment Guaranty Pilot Program was initiated to 
support municipal finance and investmart in infrastructure. USAID has fostered the 
development of future leaders through numerous training projects on business, 
environment, agriculture, and political processes. 

SEED programs are helping to strengthen institutions essential for sustainable 
democracy in Poland. USAID advisors have played important roles in the drafting of 
major legislation on white collar law and Poland's constitution; over 90 students, are 
enrolled at the Warsaw Journalism Center (WJC) which also conducts workshops for the 
existing media community on journalism ethics and objectivity; the work of the Polish 
Parliament has been streamlined through organizational management advisors, training, 



and information system assistance; and, in 1995, the I)emocra;cy Network for Central 
Europe will be implemented to develop and stmgthen public policy-oriented NGOs in 
four priority sectors: democracy, environment, economic growth, and sacinl sactor 
restructuring. Also in 1995, an educational reform program to w a m p  social science 
curricula, specifically social and public policy research and teaching at the Sociology 
Institute of the University of Warsaw will begin. 

Support for the envimment and a better quality of life in Poland remains a high 
priority. Polish companies have received technical assistma to significantly reduce 
pollution and in turn municipalities have been empowered to effectively monitor and 
control threats to the Polish ecosystem. Through the partnerships in the Health Care 
program, three sites have been established to provide screening for the early detection of 
breast cancer. The success of this program has lad the Polish Ministry of Health and 
Social WelfaFe to declare breast cancer d g  a national priority. In addition, an 
innovative effort to establish a campaign to build capital at a well-known children's 
hospital in Warsaw has demonstratad how local institutional initiatives can capitalize on 
the increasingly important role of private corporations in the emerging market. The 
introduction of "wrporatc citimship" at this stage of economic transformation in Poland 
is a timely concept. 

Timely implementation in the critical areas of rtstnrcturing and privatization, 
pensions and social welfare reform, as well as decentralization and municipal 
empowerment will depend, to a large extent, on the degree of consensus and political 
will in the coalition government. 
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ROMANIA 

Economic Developments: 

After a slow and stumbling start in the first years following the fall of the 
communist dictatorship in 1989, Romania, in 1993, embarked upon a macroeconomic 
stabilization program encouraged by the IMF that has had some positive results. GDP, 
which had fallen for four consecutive years, stabilized in 1993 and now appcars poised 
to register growth in the range of 1 to 2 percent in 1994. Monthly retail price inflation, 
which averaged 12.1 percent in 1993 (the equivalent of an annual rate of inflation of 256 
percent) has since declined to a monthly rate of 1.6 percent in August 1994. Similarly, 
Romania's deficit on current account in its balance of payments has been trimmed from 
more than 6 percent of GDP in 1992 to what will probably be less than 3 percent in 
1994. 

Behind these positive developments was a firm stabilization program. The deficit 
on general government operations, which totaled almost 4 percent of GDP in 1992, was 
cut to 1.7 percent in 1993 and is expected to remain low in 1994. Broad money growth, 
similarly, was geared back to less than half its 1993 level, pushing interest rates, for the 
first time in years, to real positive levels. 

Also helpful were steps taken earlier to liberalize prices, trade and Romania's 
exchange rate system. By the end of 1993, Romania had eliminated most price controls 
and quantitative restrictions on trade, and laid plans for a decentralized, directdealing 
interbank exchange market. It is not clear that these have been fully implemented. 

The GOR has also worked to expand its trade ties with the West. In November 
1992, Romania signed an Association Agreement with the European Union, committing 
the country to gradually harmonizing its trade and tariff policies with those of the Union. 
That, in 1993, was followed by a Free Trade Arrangement with the remaining states of 
the European Free Trade Area and designation as a Most Favored Nation by the United 
States. 

Finally, private sector activity has played a major role in Romania's revival. By 
the close of 1993, the private sector accounted for almost 30 percent of Romania's GDP, 
as the number of private commercial companies increased by almost 50 percent. 

Looking ahead, prospects for Romania should be relatively good provided the 
government can hold to the current firm adjustment policies and moves to privatize the 
large state-owned enterprises. Growth is now expected to run in the range of 2 percent 
in 1995, while average annual inflation is expected to fall below 40 percent, i.e., to less 
than half its 1994 rate. Meanwhile, its debt burden remains very small, the Communists 
having paid off Romania's external debt during the 1980s, at a high cost to growth and 
development . 



Nevertheless, there will be risks and pressures. Unemployment has already risen 
over the past two years from 8.4 percart in 1992 to almost 12 percent. Morswer, that 
rise in unemployment has taken place in the context of what arc still relatively soft 
budgetary constraints, as least as regards intercnterprise arnars. By the close of 1993, 
intercnterprije arrears in Romania had risen to the equivalent of 15 to 17 pm#rt of 
GDP, putting pre~sure on the gwcmment's fiscal accounts, other potatidly healthy 
companies and the banking system. The GOR hopes to d d  with this problem through a 
new bankruptcy law, but has been slow in introducing the neaded legislation. 

Finally, the privatization of state-owned enterprises has lagged badly, as an 
extended public debate over ways and means wasted opportunities for action. Thus far, 
the privatization of state-owned companies in Romania has been limited almost 
exclusively to small scale enterprises in retail trade and services. Little has been done 
with the larger enterprises and doubts have begun to surfacc regarding the government's 
political capacity to deal comprehensively and effectively with all the issues related to 
the privatization of t h e  companies, including long term company governance, .the 
possibility of foreign ownership and control and, most importantly, the cconomy-wide 
resolution of outstanding corporate debts. 

Political Developments: 

In 1994, Romania continued its progress toward creating a democratic society and 
integrating itself into western economic and security structures. In January, Romania 
became the first former Warsaw Pact country to join the NATO Partnership for Peace 
program; in March, it appointed its first civilian Minister of Defense; in May, it became 
an associate member of the Western European Union 0; in October, it participated 
in the European Union's Esscn summit. Very difficult m o m i c  conditions persisted, 
although therc were measurable signs of recovery, aided by agreement with the IMF on 
a tough set of reform measures. 

Prim Minister Vacaroiu's minority government includes members of the Party of 
Social Democracy of Romania (PDSR, President Iliescu's former National Salvation 
Front) and the ultranationalist Party of Romanian National Unity (PUNR), three 
members of which entend the cabinet in August- September. The Vacaroiu government 
d e p d s  for support in parliament on the PUNR, a n-mmunist party, and a small 
extreme n a t i d s t  party. In a June vote of no-confidence, the ideologically diverse and 
politically disunited opposition, led by the Democratic Convention, a coalition of 
pro-reform parties, failed by a narrow margin to topple the Vacaroiu government. 

All political parties and non-governmental organizations, including ethnic and 
extreme nationalist groups, have canied out a full range of political activities without 
hindrance. While the government generally respected most internationally recognized 
human rights, there were continuing concerns about violence and discrimination against 



Roma (Gypsies) and police mistreatment of detainees. 

In 1994, the Romanian press was fne of censorship, although there were 
allegations of governmental manipulation of newsprint supplies and newspaper 
distribution. Moreover, the current Penal Code contains very broadlydefined offenses 
of "defamation" and "outrage" punishable by up to five years in prison if they occur in 
the press. Although Romanian State Television (RTV) and Radio Romania remained the 
only national broadcasters, private broadcasting expanded greatly. By year's end there 
were 25 independent television stations and 65 radio stations on the air. 

A parliamentary committee was established in June 1993 to oversee the activities of 
the Romanian intelligence Service (SRI). However, the oversight committee does not 
have full budgetary control over the SRI. Although there was little documented evidence 
of interference with privacy, suspicion of governmental monitoring of conversations and 
correspondence persists. 

The 1992 law on the reorganization of the judiciary took effect in July 1993, 
increasing the independence of the judicial branch, n-establishing an appellate court 
system, and granting life tenure to senior judges. However, the functioning of the new 
appellate court system has been hampered by staffing deficiencies, and the judicial 
system is still in the process of asserting its full independence. 

The National Council for Ethnic Minorities was established in 1993. A U .S. -based 
organization, the Project on Ethnic Relations, helped to mediate the creation of the 
Council and to identify specific problems for solution, including ways to prevent 
"vigilantea-style violence against Rorna. The creation of a Consultative Council for 
National Minorities was initially regarded as a useful step in addressing the immediate 
concerns of minority members. k s s  than six months after the Council's inception, 
hbwever, the delegates of the Hungarian Democratic Union of Romania (UDMR) 
withdrew, charging the Council had failed to make sufficient progress. The Council 
appeared largely ineffective in 1994. 

Attacks in the nationalist-extremist press against Jews, Roma, and Hungarians 
continued. In May 1994 eleven Roma homes in the village of Rasca were robbed and 
set on fire after the murder of a shepherd by two young Roma from another village; 
there were no Roma fatalities. 14 of the villagers who carried out the thefts and 
instigated the arson were arrested and charged, but were subsequently released on bail 
pending trial. 

Ethnic Hungarians continue to claim they suffer cultural discrimination, which, in 
turn, draws sharp reactions from Romanian nationalists. Ethnic Hungarians express 
particular concern about a draft education bill now before parliament which, they say, 
would restrict bilingual education in certain subjects and disciplines. 



The unveiling in November of a bust of Marshal Antonescu, Romania's World 
War XXcra dictator, has provoked further complaints of a miVal of anti-Semitism, givar 
Antonem's rdt in the destruction of the Jewish communities of Moldova and Ukraine. 
(An earlier bust of Antonescu was unveiled elsewhere in Romania in late 1993.) In 
April, President iliescu repeatad his historic attardance of the year before at a ceremony 
to commemorate Holocaust Day at a Bucharest synagogue; he has also issued a maage  
condemning efforts to rehabilitate Antonescu. No incidents of violerux, harassment, or 
desbcfation against Jews or Jewish institutions were reported by the Jewish community in 
1993. 

SEED ASSISTANCE SUMMARY 

The SEED program to assist Romania in its transition to a free market economy 
and democratic government is among the fastest growing programs in the region. The 
reform process started slowly in Romania, but in 1994, a number of important aconomic 
and political reforms were instituted. The emphasis in the SEED program is shifting to 
take advantage of and encourage the rcrcent reform efforts of the Romanian Government. 

Today, U. S . assistance efforts emphasize: 

supponing economic restructuring through assistance to implement market 
principles and increasing the role of the private sector, particularly in business 
and agriculture; 
buiJding &mocrafic anitu&s and imtitutionr by enhancing the role of individuals 
and citizens' groups in guiding public policy and encouraging government 
accountability through civic education, developing and strengthening NGOs, and 
building the administrative capacity of local gwernment; 
improving the quolily of lifc by helping to rcst~~cture health care systems, and 
supporting environmental improvement. 

U.S. assistance to Romania began in 1990 with priorities in humanitarian 
assistance for children and democratic institution building. Since tha ,  resources have 
shifted to emphasize economic restructuring. Through September 1994, nearly $1 10 
million in SEED funding has been obligated for Romania, with 55 percent of that total 
going to promote economic reform. 

A growing and healthy private sector and improving business climate art crucial 
to Romania's economic recovery and transition to a market economy. SEED programs 
camed out through USAID target this important area. The U.S. Treasury assisted the 



Finance Ministry improve its budget classification, prts#rtation, and elaboration 
strategies. Treasury advisors also provided technical assistance for the restructuring of 
the Romanian Bank of Foreign Trade, and for development of traditional commercial 
banking functions. A Treasury advisor also assisted in dmfting implementation 
regulations for the Value Added Tax (VAT) and corporate profit tax, both of which have 
been successful in building revenues beyond original expectations. The U.S. Department 
of Commerce Commercial Law Development Program helped to improve the Romanian 
economy's response to international market principles by helping the government 
strengthen the legal and structurd framework necessary to advance international trade 
and investment. Deloitte and Touche has advised the Government of Romania in the 
development of formal and informal bankruptcy procedures to facilitate the restructuring 
of financially troubled enterprises. 

USAID-funded SEED progmms were instrumental in the development of new private 
business and professional associations for the agriculture industry. The Association of 
Romanian Animal Growers and the Romanian Millers and Baker Association provide 
professional and business advice to their members and are exploring advocacy roles for 
their industries. Milling efficiency among selected membership has improved by nearly 
20 percent. Technical assistance provided by USAID contractor Land 0' Lakes 
prepared Romanian agribusiness for a World Bank loan, effectively leveraging SEED 
funds with a sizeable donation from a multilateral donor. SEED programs have helped 
over 1200 small- and medium-sized businesses improve their business planning, plant ' 

layout to increase productivity, and market analysis. 

SEED assistance is helping Romanians develop and strengthen their democratic 
institutions. The International Republican Institute is training parliamentarians in how to 
be responsive to their constituents, contributing to the members' understanding of how a 
Parliament functions in a democratic society. The National Democratic Institute is 
actively working to facilitate Parliament's transparency through better distribution of 
draft laws, public access to galleries during debate, and the permission to introduce 
television cameras for commission hearings. Parliament leadership opened 300 district 
constituent offices across the country following seminars and programs demonstrating 
their usefulness. 

SEED programs am working to strengthen local administration bring 
responsibility for services to the local level. The International CityKoun ty Management 
Association (ICMA) helped one of Romania's largest cities become eligible for direct 
loan financing from the EBRD. Other programs permitted the city of Craiova to realize 
a 12 percent increase in water available to the city through improved management 
practices; two other cities have been helped to reduce water and electricity consumption. 
The National Federation of Mayors was established with professional staff in Bucharest 
to facilitate the airing of the public policy needs of municipalities. 

Quality of life needs in Romania have been successfully addressed with 



innovative and very cost-cffcctive SEED programs. USAID contractor World Vim 
works to promote child deveiopment and physical rehabilitation for handicapped 
children; Holt IntcrnatiOClPl has shown over 1500 fvnilics how they may successfully 
keep HIV positive children at home, significantly reducing the burden on the h d t h  care 
system; 775 children once abandoned in oxphanages have been reunited with their 
families, 300 others have been placed for adoption with Romanian W e s ;  Project 
Cancern is using new ways to permit mildly handicapped adolesccnts to leove 
institutions, giving them the social and job skills needed to live relatively normal lives. 
SEED programs arc providing alternatives to abortion through three Romanian NGOs 
that give m d ,  M y  planning counsciing and education in five pilot high schools and 
nine clinics. 

Energy efficiency and environmental degradation arc major concerns for 
Romania's petrolcum sector. SEED and the World Bank established the National 
Mineral Management Agency to attract foreign investment to this important industrial 
sector. Technical assistance and monitoring equipment installed at Romania's largest oil 
refinery and pctrochemicd complex is reducing the discharge of pollutants into ground 
water and lessons learned are being shared with managers From Romania's other major 
refineries. 

The next regularly-scheduled national elections are set for 1996. Romania lacks a 
permanent electoral commission to improve existing electoral procedures and to update 
polling station lists or establish a system of voter registration. Legislation to amend the 
current privatization law is before Parliament. It is hoped the new law will bring 
transparency and market principles to the privatization of large state enterprises. 



THE SLOVAK REPUBLIC 

Economic Developments: 

The Slovak economy made a strong recovery in 1994 driven in large part by a 
substantial increase in exports. This recovery follows s e v d  years of deep mxsion, 
including the disappointing 4.1 percent real GDP decline in 1993. Real GDP for the 
first half of 1994 grew by a vigorous 4.4 percent compared with a year earlier, and for 
all of 1994 it is projected to increase by at least three percent. Industrial production, 
which fell by 10 percent in 1993, rose by 4.5 percent in the first half of 1994 compared 
to the first half of 1993. Tight monetary and fiscal policy led to a sharp reduction both 
in the annual inflation rate, from 23 percent in 1993 to an estimated 14 percent in 1994, 
and in the budget deficit, from 7.5 percent of GDP in 1993 to around 4.0 percent of 
GDP for 1994. Unemployment, however, hovered around 14.4 percent throughout 1994 
and is expected to remain high in 1995. 

From March to December 1994, a coalition led by then Prime Minister Jozef 
Moravcik actively pursued economic reform and privatization. In July 1994, it 
negotiated with the IMF both a new 2@month $168 million Stand-By Arrangement and 
the terms for disbursement of the second tranche of the $180 million Systemic 
Transformation Facility approved in 1993. In September 1994, representatives from the 
Groupof-24 countries met in Bratislava and declared their willingness to provide up to 
$245 million of balance of payments support to Slovakia. 

The new Mcciar Government is expected to maintain similar conservative fiscal and 
monetary policies. The sharpest contrast betwem these two governments will likely be 
in the area of privatization. Meciar and his coalition partners have expressed 
reservations about privatization and foreign investment. In early December 1994, they 
suspended the 38 direct sale privahtions approved by the Moravcik Government after 
the Fall 1994 elections and postponed the launching of a mass "coupon" privatization 
program scheduled to begin in mid-December. 

Almost all small state-owned enterprises in Slovakia have been privatized, yet most 
mid-size and large enterprises remain in the state's hands. So far, only about 700 large 
enterprises, valued at $5.8 billion, have been privatized through direct sales and mass 
"coupon" privatization. A second wave of "coupon" privatization was postponed so that 
the new government could review which firms to include in the program. 

Foreign investors have not flocked to Slovakia. Through the first half of 1994, 
Slovakia had received just over $400 million in total foreign direct investment. Austria 
and Germany have been the leading investors there. U.S. firms have invested less than 
$50 million. 

Despite the low level of foreign investment and slow movement on privatization, the 



grass roots private sector in Slovakia has grown rapidly. In 1994, thesc new small 
businesses genesotad an estimated 40 perant of GDP, compprad with two percent in 
1989, and employed nearly half of the industrial workforce. By the d of 1995, the 
private sector is expected to gumate 65 percent of Slovakia's GDP. 

Slovakia's export sactor has been a driving force behind the country's economic 
rccovcry. The Slovak Republic reportad an $83 million trade surplus through the third 
quarter of 1994, compared to a deficit of nearly $1.0 billion in 1993. Exports incrtasad 
by 22 percent over the same period in 1993 to $4 -75 billion. Imports totaled $4.67 
billion thnnrgh September 1994. In March 1994, the previous Meciar Government 
imposed a tm percent import surcharge to help correct its balance of payments situation, 
which the new Meciar Government plans to continue into 1995. A five perant 
devaluation of the Slovak koruna against the Czech koruna contributed to the large $400 
million trade surplus with the Czech Republic. 

The Slovak Republic seeks full membership in the European Union (EU) and intends 
to submit its membership application in June 19%. It signed an ASSOCjation Agreement 
with the EU in October 1993, which will go into effect in February 1995. The 
agreement provides for the phased-in creation of a free trade anangement concrming 
most industrial goods. In 1994, Slwakia, Hungary, the Czech Republic and Poland 
agreed to speed up implementation of their 1992 Central European Free Trade 
Agreement (CEFTA) and to operr the door for Slovenia and others to join. During the 
first nine months of 1994, Slovakia sent ova  45 percent of its exports to its CEFTA 
partners and nearly 30 percent of its exports to the EU. 

Slovakia enjoys a healthy foreign exchange position. It has little foreign debt, $4.8 
billion in 1994, and has built up its reserves to $1.5 billion compared with $400 million 
in 1993. 

Political Developments: 

Prime Minister Vladimir Meciar's party, Movement for a Democratic Slovakia 
(HZDS), returned to power in December 1994 after winning a substantial plurality in the 
Fall 1994 elections. HZDS has formed a narrow based coalition government with two 
smaller parties: the ultranationalist Slovak National Party (SNS) and the leftist 
Asaiation of Slovak Workers (ZRS). The previous government headed by then Prime 
Minister Jozef Moravcik had succeeded the country's initial HZDS-SNS coalition 
government led by Meciar after it lost a vote of no-oonfidence in March of 1994. 

Slovakia is a functioning parliamentary democracy whose constitution guarantees 
fundamental rights recognized under CSCE principles. Its parliament and government 
were elected in free and fair multi-party elections. 

The right to associate freely and form political parties and movements is protected by 



law and was respected in practice in 1994. Freedom of religious belief is guaranteed by 
the Constitution and by law. Citizens who associate on the basis of a particular religious 
persuasion may freely proclaim and practice their beliefs. The constitution mandates 
indepcndart courts. The 10-judge Constitutional Court in Kosioc reviews the 
constitutionality of laws and the decisions of national and local government bodies. The 
Supreme Court reviews the decisions of lower courts. Prior to its dissolution, the 
Govcmment of Czechoslovakia dismantled the repressive pre-1989 security apparatus. 

The constitution prohibits censorship and guarantees freedom of information and 
expression. Newspapers, magazines, and journals spanning the entire political spectrum 
are published freely. Media criticism of the Government is widespread and there are no 
reports of overt restrictions, though some obsc~ers charge that government financial 
actions and threats of lawsuits against critical journalists and periodicals are designed to 
inhibit criticism. 

The current parliament, which HZDS and its coalition partners dominate, has replaced 
almost all the members of the state radio and television councils and the directors of the 
state radio and television services. Since those changes, broadcast media coverage of 
internal political news has decreased and reflects fewer opposition views. Further, 
Prime Minister Meciar has mentioned the possibility of enacting legislation for the 
Protection of the State, which would penalize "slanderous" remarks that besmirch the 
image of Slovakia. These actions have raised concerns over a possible chilling effect on 
the press. 

Though most Slovaks and ethnic Hungarians coexist peacefully, a political debate 
continues over the legal status of the country's large (estimated 560,000) ethnic 
Hungarian minority. CSCE National Minorities Commissioner Max Van Der Stoel 
visited Slovakia in 1994 to study the conditions facing ethnic Hungarians. He expressed 
confidence in the ability of Slovakia's democratic institutions to handle minority rights 
issues without external assistance. He also noted that opportunities for the use of 
Hungarian as a minority language in Slovakia are above European standards. 

The Romanies, whose numbers are estimated at between 100,000 and 400,000, suffer 
disproportionately from poverty, crime and disease. In 1994, textbooks became 
available for Romany-language instruction in some schools. Prime Minister Meciar has 
announced that Slovakia will accede to the Council of Europe's Framework Agreement 
on National Minorities. Further, he declared that the government would devote special 
attention to the economic, social and cultural advancement of the Romanies. 
Representatives of local and international nongovernmental human rights organizations 
worked freely in Slovakia, without government interference. 



SEED ASSISTANCE SUMMARY 

Before the SEED program draws to a close in Slovakia, it is hoped that the country 
will be firmly rooted in the Western economic and political community. Since January 
1993 when the USAD office in Slovakia assumed program management for the SEED 
program in Slovakia separate from the program in the Czech Republic, the U.S. 
assistance has focused on facilitating the transformation to a market economy, social 
sector restructuring, and building plwalism and decentralization of decision making. 

Today, U.S. assistam effolts emphrrsize: 

accekm*ng the transition to a ma& economy, by helping to restructure 
enterprises and cnate a strong banking system while encouraging the growth of 
small- and medium-sid private enterprises, and assistance in privatizing state 
companies; 
helping to improve the quality of lifi through facilitating health care finance 
reform, rationalization of housing allowances and pilot projects to help Slovakians 
working in state enterprises make the transition to a free market economy; 
efforts to gmund Slovakia in a tradition of dcmuctcrcy and plumlism, by 
strengthening nongovernmental organizations, facilitating education reform, 
establishing a multi-void media, preparing locallyclected officials to manage 
city assets, and providing technical assistance for the creation of an independent 
judiciary . 

SEED programs are structured to assist the transformation of the Slovak economy 
to one based on free market principles. USAID contractor Deloitte and Touche provides 
assistma to the Slovak Financial Restructuring Committee to develop means to resolve 
the debt overhang of state enterprises, a major source of the gridlock in the economy. 
Other major help prepares firms for privatization by assisting with valuation, reordering 
company records in compliance with modern accounting principles; a two-person team 1 

from the U.S. Department of Justice and the Fedcral Trade Commission pmvided advia 
to the anti-monopoly office, as well as to the Ministries of Finance, Economy and the 
Consumer Federation to promote the creation of a competitive market environment. In 
seeking to foster the integration of emerging financial institutions, assistance is provided 
to the General Credit Bank's institutional capability to create a strong and effective 
source of credit and corporate financing expertise for Slovak businesses. The Slwak 
American Enterprise Find fosters the growth and improves the sustainability of small- 
and medium-sized private enterprises through equity investments and loans. The Fund 
has thus far made approximately $18 million in investments. 



Under the Project Hope health care partnership, a pediatric cardiovascular team 
from the Boston Children's Hospital conducts training and clinical activities together 
with the Bratislava Children's Hospital. In the first eight months, the project reduced 
the number of children who must be sent abroad for heart treatment by 90 percent and 
began attracting patients from abroad. The project has increased access to pediatric 
cardiology services by 50 percent; hospital mortality has been reduced from 12 percent 
to 5 percent; and the waiting time for surgery has decreased. Other projects assist by 
helping to improve health care management, nursing practices, neonatology, cancer 
screening for women, and resuscitation skills for health care personnel. 

The Urban Institute produced several analyses to improve housing. A new 
condominium law permits the sale of individual apartment units for the first time in 40 
years; another project assists the government in drafting legislation that reduces the 
strain of the housing allowance on the state budget while ensuring that government 
assistance reaches the appropriate families. Private building contractors and developers 
have received training in construction management and alternative construction 
technologies; the Ministry of Transport and Public Works has received assistance in how 
to improve public procurement and project management that increases opportunities for 
small private contractors to bid on new major building and infrastructure construction 
projects. 

In most of Central Europe, the environment is a focus of concern. The World 
Environmental Center is conducting waste minimization programs at selected plants; 
links between the U.S. business community and Slovak counterparts are facilitated as 
part of this program. The Water and Sanitation for Health project (WASH) provides 
expertise for the development of an overall blueprint for water supply and sewage 
treatment, advises municipalities on how to increase water supplies while encouraging 
the growing role of the private sector in the management of water supply and sewage 
services. 

SEED activities are helping to strengthen democracy in Slovakia by encouraging 
citizen participation in government and other initiatives. The German Marshall Fund 
lends support to individuals and organizations that engage in defending citizen rights, 
also working with journalists to increase their understanding of rights issues; American 
advisors work with city mayors and managers to improve public administration and 
financial management; the American Bar AssociationICentral and East Eumpean Law 
Initiative (ABAICEELI) provides assistance to government and nongovernmental 
organizations such as the judges' association which is promoting an independent judiciary 
and working to develop a new judicial code. 

Program h e s  

While it is likely that macroeconomic stabilization efforts will continue, the future 
pace of privatization and restructuring is a concern, as is the openness and transparency 



of the process. Should the paoe of privatitation slow as it did in 1992-93, the assistance 
program will shift to emphasize SME development, improvement of the policy 
environment, and strengthening the financial and capital markets. The strength of 
democratic institutions also need to be closely watchad. 
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SLOVENIA 

Economic Developments: 

Slovenia has made remarkable progress over the past two years in stabilizing and 
transforming its economy following the break-up of the former Yugoslavia. Real GDP, 
which declined by 16 percent in 1991 and 1992, stabilized in 1993 at a real growth rate 
of 1.3 percent and then bounced back strongly in 1994 to a growth rate that is expected 
to total between 4 and 5 percent. Unemployment, which peaked at 15.5 percent in 
1993, has since fallen below 15 percent. Meanwhile, Slovenia's average annual retail 
price inflation dropped from among the highest rates in Central Europe (203 percent in 
1992) to one of the lowest (23 percent in 1993), and is expected to fall further (i.e.; to 
13 percent) in 1994. Similarly, in the balance of payments, Slovenia has been able to 
establish a consistent pattem of current account surpluses that has helped rebuild the net 
foreign assets of its banking system, which were severely affected by the break-up of the 
former Yugoslavia. 

Behind this progress has been a number of factors, including some favorable 
initial conditions, which Slovenia inherited from the former Yugoslavia. These included 
a market-oriented economic system with liberalized prices, a high degree of openness to 
foreign trade and, as a consequence of both of the above, a greater degree of market 
discipline than was evident in other economies in transition. 

To these initially favorable conditions, the Government of Slovenia has added a 
strong dose of fiscal and, to a lesser degree, monetary discipline. Overall, the GOS ran 
a budget surplus of about .5 percent of GDP in 1993, and is expected to maintain its 
accounts approximately on balance in 1994. Monetary policy targeted a constant real 
exchange rate, but benefited in any case from a rise in money demand sufficient to sop 
up an increase in broad money supply of 63 percent in 1993 and an expected 57 percent 
increase in 1994. Price performance was also reinforced in 1994 by a newly introduced 
incomes policy which will permit the government to tax companies, which in many cases 
are still owned by their workers, for excess wage settlements. 

Slovenia also continued its efforts to integrate more fully with the world 
economy. In 1993, it signed an agreement on economic and cooperation with the 
European Union. In 1995, it hopes to expand that agreement into a full Association 
Agreement comparable to those enjoyed by other Central European states. In 1994, it 
joined the General Agreement on Tariffs and Trade and, in 1995, should become a 
member of the new World Trade Organization. It has also signed free trade agreements 
with a number of its Central European neighbors, including Hungary, the Czech 
Republic and Slovakia. 

In addition, Slovenia has worked diligently to straighten out its relationships with 
external creditors, which were complicated by the break-up of Yugoslavia. in February 



1993, S l w d  reached a g k t  with the IMF which fixed its share of the quota of the 
fonner Yugoslavia at 16.39 penxnt. That same percentage kas pcceptbd by the Paris 
Club as Slovenia's share of the debt of the former Yugoslavia. As of the cl- of 1994, 
Slovenia was dm repoddly close to an ograment with Yugoslavia's former commercial 
bank creditors on its share of the fonner YugoJlovia's commercial bank debt. 'Ihese 
efforts have helped sustain private capital flows to SlweniP, evar in the context of the 
confusion surrounding the break-up of Yugoslavia. In 1992 and 1993, private f d g n  
direct investment in SlweniP totaled appn,ximately $110 million annually; more 
importantly, the Slovetlian gwcmment and its major financial institutions all enjoy 
access to international capital markets under innstmat gra& wnditions. 

-king ahead, Slovenia's economic performance should continue to improve. 
Real GDP growth is expected to be between 5 and 6 percent for both 1995 and 1996, 
unemploymat is expected to decline, inflation should retreat to single digit levels, and 
the cumnt account within the balance of payments should remain in surplus. 

However, there arc risks and challenges ahead. The banking system remains 
weak, entangled with its customers and in need of government support. Tht 
privatization process has just begun, and has moved slowly in those beginnings, leaving 
in place a still large state-owned sector that may become a burden to Slovenia's growth 
prospects, a deterrent to investment and a complicating factor in macroeonomic 
management. Finally, further progress must be made in Slovenia's relations with its 
neighbors, including in particular the states of the European Union. Slovenia is a small, 
open economy which can only flourish in the context of a broader community such as 
the EU. Until that broader context is in place, Slovenia's long term future will remain 
uncertain. 

Political Developments: 

The most successful and developed of the ex-Yugoslav republics, Slovenia has 
worked hard since its independence in 1991 .to strengthen its links to the EU and EFTA 
countries. It has sought to put distance between itself and its former Yugoslav 
compatriots, and to a large extent it has succeeded. With a democratic system in place 
and economic reforms proceding albeit slowly, Slovenia is well-positioned to achieve its 
muchdesired integration into "Europe," although an ongoing quad with neighboring 
Italy has so far prevented negotiation of an association agreement with the EU. 

Since its victorious 10 day war of independence (July 1991), Slovenia has tried to 
remain as uninvolved in the Balkan conflict as possible, but recognizes that its own 
stability depends heavily on the security of the region as a whole. Some 70-80,000 
rtfugees are now in Slovenia (almost 3 percent of Slovenia's population). 

Slovenia has significant, if manageable, security nceds and concerns; its 
neighborhood is dangerous and its borders are porous and less than 50 miles from Bosnia 



at the neatest point. 

Slovenia has established a functional democracy in short order. The country has 
a multiparty political system, a free press, and a mixed presidential and parliamentary 
form of government based on a constitution approved in December 1991. Slovenia is 
run by a center-left coalition government derived from the National Assembly eiected in 
December 1992. The President, currently Milan Kucan, is elected for five years and can 
serve no more than two consecutive terms. He is chief of state and commander in chief 
of the armed forces. The head of the three party center-iefi coalition government is 
Prime Minister Janez Drnovsek of the Liberal Democratic Party. The country has 
demonstrated the ability to hold peaceful transfers of power - Drnovsek became PM in 
April of 1992 after the previous government lost a vote of confidence. Human rights are 
well-respected, the judiciary is independent, and the country seems to have successfully 
consolidated a democratic system. 

NATIONAL ASSEMBLY: The National Assembly is the highest legislative 
authority. Its 90 deputies serve four year terms. The current Parliament, elected in 
December 1992, includes representatives of eight parties: the Liberal Democratic Party, 
Slovenian Christian Democrats, Associated List, Slovenian National Party, Slovenian 
People's Party, Democratic Party, Greens and the Social Democratic Party of Slovenia . 
The Italian and Hungarian ethnic minorities are accorded one representative apiect. 

NATIONAL COUNCIL: The National Council is a 40 person advisory body 
comprised of representatives of social, economic professional and local interests. It may 
propose laws to the National Assembly, give opinions on all matters within its 
competence and may demand that the National Assembly review a law before its 
promulgation. 

SEED ASSISTANCE SUMMARY 

Program Overview 

The July 1993 Technical Assistance Plan of the Government of Slovenia explicitly 
requested U.S. help in two sectors: reform of the financial and banking sector and the 
privatization of several key industries. SEED assistance in these areas complements the 
efforts of other donors and the international financial institutions, and is modest in cost 
(approximately $2.8 million in 1994), tightly focused in scope, and of limited duration. 
In addition, USIA manages several democracy strengthening activities. Beginning in 
December 1994, the USAID Representative Office in Budapest oversees SEED-funded 
activities in Slovenia. 



The USAID program in the financial sector b w  in January 1994. It includes 
technical assistance to the Bank Supervision -t of the Bank of Slwaria (Central 
Bank), to the Bank Rehabilitation Agency (BRA), and to Slovenia's largest bank, 
Ljubljanska Banka, which is socially-owned. Because of Slovenia's relatively advanced 
state of development compared to other countries in the region, this program was 
designed as a short-term demonstration project for other similar programs region-wide. 

Program results, however, have baen mixed, reflecting in some part the slow 
progress the Slovenian government is making in privatizing its banking sector. Some 
solid infrastructure support will come from the year of SEED technical assistance at the 
Bank of Slovenia: an off-site supervision system, procedures and experience in on-site 
examinations, and possibly a more solid banking law. Nevertheless, the start-up costs 
for this projact have baen large, becaw of the reluctance of the counterparts at the Bank 
of Slovenia to use the technical assistance proactively many months after initiation. 

At the Bank Rehabilitation Agency, SEED advisors arc working in the area of 
asset disposition and debt restructuring. Short-term U.S. Treasury advisors have worked 
with the Ministry of Finance on the development of a government securities market. 
Thus, while the financial reform program may not strve as the demonstration project as 
initially hoped, U.S. assistance will leave behind solid financial infrastructure support, if 
the Slovenians choose to use it. 

During FY 1995, USAID will explore opportunities to provide targeted 
assistance, including but not limited to legal advice, to the Slovene Privatization Agency 
or other Slwaian agmies on the privatization of selected industries. USAID will also 
examine the interest and w i t y  of Slovenia to absorb SEED technical assistance in 
developing an investment banking capability within the banking system. 

SEED technical assistance in 1994 was focused on new Slovene legislation as 
well as training in telbcommunications. Advisors reviewed and suggested changes to the 
Slovene draft telecommunications law, which had its first reading in Parliament late in 
1994. Short-term advisors from the Federal Communications Commission (FCC) and 
the National Telecommunications and Information Administration (NTIA) have b#n 
working with the Ministry of Transport and Communications on the preparation of its 
long-term telecommunications strategy, a new regulatory regime, tariff controls, and 
modernization of the Slovene national telecommunications monopoly, PTI' Slovenia. 

Democratic Initiananves 



To foster democratic institutions and practices, USIA, through interagency 
agreement, is implementing programs in English teaching, books for democracy, media 
training, small grants in management training and market economics education, and 
Democracy Commission grants. SEED finances participant training programs, and 
USIA contributes its own funds for Muskie Scholarships. 

Program Challenges 

Slovenia's small and export-oriented economy needs a well developed and 
responsive financial system to raise essential capital and other h c i n g  for its exporting 
companies. Privatization has moved slowly, with only 49 of the largest 300 enterprises 
currently under private ownership. Privatization of these companies will have to move 
forward to avoid them becoming a drag on economic growth. 



111. OTHER U.S. ASSISTANCE INITIATIVES AND PROGRAMS 

MK)D ASSISTANCE AND CREDIT GUARANTEES 
IN CENTRAL EUROPE 

In FY 94, U.S. food assistance to Cenfnl Europe damased by 30 percent 
compared to FY 93 program levels, reflecting tighter budgets and i n d g  world-wide 
demand for food aid programs. U.S. food aid programs pnwidcd $106 million in U.S. 
agricultural commodities to the region in FY 94, bringing the total to over $569 million 
since the SEED Act took effect. The GSM-102 program expanded slightly in FY 94, 
providing $137 million in credit guarantees, bringing the four year total to $419 million. 

Emergency aid to Ex-Yugoslavia was slightly below FY 93 levels at $49.9 million 
in commodity value ($86.3 million including delivery costs), but accounted for nearly 
half of all food aid to Central Europe in FY 94, up from 36 percent in FY 93. 
Nonemergency food assistance to Central Europe dcmascd by 43 petcent fiom FY 93 
program levels. 

Albania received a $12.6 million Food for Progress grant funded under PL-480 Title I. 

Bulgaria received $5.3 million in section 4 16(b) butter. 

Croatia received $9.2 million under PL-480 Title I and $5.9 million in Title I1 
emergency assistance. 

Tbe Czecb Republic received GSM-102 credits for the third consecutive year. 

Estonia did not receive US. food assistance in FY 94. 

Ex-Yugoslavia (Bosnia-Henegovina, Croatia (see separate heading), 
Serbia-Montenegro, the Former Yugoslav Republic of Macedonia (see separate 
beading), and Slovenia (see separate heading)) received a total of $49.9 million in 
commodities ($86.3 million with fnight) under Title I1 emergency food aid in FY 94. 

Tbe F o m r  Yugoslav Republic of Macedonia received $4.5 million in Title I 
commodities ($7 million with freight). 

Hungary In FY 94, USDA doubled the credit guarantees offered to $20 million in 
recognition of Hungary's importance as a potential market for U.S. agricultural 
products. 



Latvia did not receive U.S. food aid in FY 94. 

Lithuania received $15 million in Title I to purchase soybean meal in FY 94. 

Poland did not receive U.S. f d  aid in FY 94. 

Romania received $4.6 million in section 416(b) butter and $52 million in GSM-102 
credit guarantees which helped support sales of U.S. wheat and cotton. 

Slovakia did not receive U. S. f& aid in FY 94. 

Slovenia received $40 million in GSM-102 credit guarantees to support the sales of U.S. 
feed grains to this developing commercial market and $713,500 in PL-480 Title I1 
emergency assistance. 
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Peace Corps 

Since FY 9 1 Peace Coqs has received $4,2 13,986 in SEED funding to support 
business development activities in 10 countries in Central Europt and the Baltics. In FY 91, 
Peace Corps received $100,000 for the Spacial Projects Assistance (SPA) Program which 
funded small environmental and small enterprise projects in primarily Poland, Hungary, and 
Bulgaria. To date, all of these funds have ban disbuTs4d. In FY 92, Pace Corps received 
$1,447,986 to: 1) establish a Free Enterprise Transition Center for Poland in the amount of 
$986,300; 2) establish 12 Multi-Link Rcmurce Centers (business information centers) in 
Bulgaria in the amount of $171,686; and 3) support bushas training and technical assistance 
activities in Central Europe and the Baltics, including Albania, Bulgaria, Czech Republic, 
Estonia, Hungary, Latvia, Lithuania, Poland, Romania, and Slovakia in the amount of 
$290,000. This program is known as the European Business Development Program. In FY 
93, Peace Corps received $2,747,000 including: 1) an additional $500,000 in SEED funding 
to supplement the Bulgaria funds; and 2) an additional $2,166,000 to supplement the 
European Business Development Program. The $4,213,986 of SEED funding is being 
utilized under three Interagency Agreements which are effective through FY 96. $3,046,8 12 
has not yet been disbursed. 

In FY 94, Peace Corps utilized $854,423 of SEED funds to support its business 
development programs in Eastern and Central Europe and the Baltics, including Albania, 
Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, and 
Slwakia. SEED funds arc disbursed through one regional Interagency Agreement, known as 
the European Business Development Program which provides training and technical 
assistance funds for programs in the 10 countries mcntioned above. In addition, there axe 
two other Interagency Agreements, one for Poland and one for Bulgaria, known as the Free 
Enterprise Transition Center and the Multi-Link Resource Center projects respectively, which 
provide for operational and training expenses associated with the running of business 
infonnation centers. The following describes the activities supported with these funds and 
the size of the programs. 

Albania 

There were 12 business volunteers sening in Albania, working out of other donor 
funded business centers. The project began in April of 1992. Albania used $64,825 during 
FY 94 of SEED funds to support one pmjact msultation, training of host country national 
entrepreneurs, development of business materials, attendance at a regional conference in 
Romania, and softwart and business publications purchases. 

Thert were 7 business volunteers serving in Bulgaria as business advisors in 
Bulgarian-American Business Centers. In F Y  94, no SEED funds were usad to support the 
Multi-Link Business Center operations, but $182,209 were used to support E u v '  
Business Development Program activities. 



There were 13 business volunteers in the Czech Republic, serving in other donor- 
funded business centers as advisors. $52,580 of SEED funds were used in FY 94 to support 
training Czech entrepreneurs, attending a conference in Romania, and purchasing business 
reference materials and publications. 

Estonia 

There were 9 business volunteers in Estonia working as municipal advisors. $19,785 
of SEED funds were used in FY 94 to support training Estonia entrepreneurs, a business 
youth club, business materials and publications. 

There were 10 business volunteers in Hungary sewing as advisors in other donor- 
funded business centers. $59,550 of SEED funds were used in FY 94 to purchase business 
software and training materials and attend a regional conference in Romania. 

Latvia 

There were 19 business volunteers in latvia serving as agribusiness advisors. 
$58,605 of SEED funds w m  used in FY 94 to support a business exhibition, the purchase of 
business training materials, training of trainers in agricultural credit and marketing and 
attendance at a regional conference in Romania. 

There were 16 business volunteers in Lithuania, serving principally as municipal 
advisors. $6800 of SEED funds were used in FY 94 to support business training materials 
purchases and training entrepreneurs, a Junior Achievement summer camp and attendance at 
a regional conference in Romania. 

There w m  52 business volunteers serving in Poland as municipal advisors, business 
educators, privatization and banking advisors. In FY 94, $185,389 was obiigated to support 
the Free Enterprise Transition Center and $48,428 for the European Business Development 
Program projects. 

Romania 

There were 19 business volunteers in Romania, serving as advisors in other donor- 
funded business centers. $66,719 of SEED funds were used in FY 94 to provide banker 
training, technical assistance to a Regional Development Authority, training in market for the 
travel and tourism sector, export training, and support for a regional economic development 
workshop. 



There were 15 business volunteers in Slwakia, Jerving as odvison in other donor- 
funded business centers. $47,515 of SEED funds w e ~ e  used FY 94 to train teachem in 
Junior Achieverner!t-type economic education programs, and to purchase and translate 
business rcftrtnct materials. 

The Office of Training and Program Support purchased business ref- materials 
for several countries and attended a Central European regional economic devdopment 
conference. $62,019 was expended in regional, non-oountry specific support. 

Central European Small Business Enterprise Development Commission 

The Centtal European Small Business Enterprise Development Commission, an 
independent Commission reporting to the United States Congress, was established in 
Nwcmber of 1990 by Public Law 101-515, in accordance with Section 25 of the Small 
Business Act. The Commission's Congressional mandate is to establish self-sustaining 
management and technical assistance centers in the Czech and Slovak Fedcral Republics, 
Poland, and Hungary. These provisions were adapted from H.R. 4999, which wa introduced 
on June 1, 1990, by congressman LaFalct, Chairman of the Committee on Small Business. 

By law, the Commission is to be composed of three members - one qrcsating the 
Association of Amcrican Universities, one from the Association of Small Business 
Development Centers and one from the Small Business Administration. The members elect a 
Chairperson, and a quorum shall consist of two members. Commission meetings art 
scheduled by the Chairperson on an as needed basis. The Commission members have 
annually conducted an an site review of the Small Business Centers in each country. These 
on site visits have been scheduled in the late spring or early summer. 

During fiscal year 1991, the Commission awarded contracts to undertake research 
and assess needs in thre countries. In with small business owners and managers, 
government officials, representatives of educational institutions, business groups and 
development assistance agencies. The contractors researched the needs of small businesses in 
each country, evaluated the SBA Small Business Development Center (SBDC) programs in 
the United States to determine their applicability, and assessed potential host institutions for 
Small Business Centers in Poland, Hungary, and the Czech and Slovak Federal Republics. 
The Commission's research identified substantial need for the kinds of guidance and support 
that is provided through the SBA's SBDCs. 

During fiscal year 1992, the doors to the Small Business Centers to provide 
management and technical assistance programs were opened in Poland and Hungary. In the 



Czech and Slovak Federal Republics, site evaluations were completed for potential Small 
Business Centers. In all three countries, governments expressed strong support for the Small 
Business Center program and are expected to continue these programs after the 
Commission's work ends. 

In fiscal year 1993, the Commission focused upon monitoring and strengthening the 
Small Business Centers in Poland and Hungary and working towards the establishment of a 
Small Business Center in the Czech Federal Republic. Through the use of consultants 
previously involved with SBDCs in the United States, the Centers in Poland and Hungary 
received on site assistance to support their operations. In the Czech Federal Republic, 
assistance focused on the definition of SBC program activities and the establishment of an 
organizational structure. 

Country Overviews 

POLAND 

In Poland, Small Business Centers were established at the Lodz Polytechnic in Lodz; 
at the Gdansk Technical University in Gdansk; and at the Polish Chamber of Commerce in 
Warsaw. SBC staff were selected and trained and each site was equipped with furnishings, 
computers, and communication equipment. In each location and in the country as a whole, 
the Commission's contractors worked to ensure a sound, non-partisan base of support. To 
assist in the operation and overall implementation of the SBC program, a non-profit Polish 
Foundation was created. The Foundation ensures appropriate financial control, encourages 
greater Polish participation, and helps build a consistency for the SBC program after US. 
support ends. The commission placed a full-time American coordinator in Poland to work 
closely with the Foundation, SBC staff, and host institutions. The contractor for this project 
is The Scientex Corporation. 

HUNGARY 

In Hungary, Small Business Centers were established in Debrecen and Pecs. In both 
locations, the SBCs are hosted by a non-profit Foundation and local governments. Initial 
assistance has focused on crating the formal organizations to support the SBCs and 
establishing the internal accounting and management systems. In both cities, Foun&tions 
were chartered, Boards of Directors were established, and SBC staff were selected and 
trained. A Hungary Small Business Central National Advisory Council was formed to advise 
the Board of Directors, maintain relationships with the government, and provide public 
relations and fund remaining assistance. The contractor for this project is Public Access 
Incorporated. 

UBJ .I(: AND SJ . O V A m  

In the Czech Republic and Slovakia, the Commission's contractor identified and 
assessed potential host institutions for Small Business Centers using a set of criteria 
developed to meet SBC needs. On site evaluations were conducted of six institutions in five 
different locations. The Commission has selected Masaryk University in Brno to host the 
SBC project. 



The Central Ewapean Small Businws Enterprise Development Commission (CESBEDC) was 
established by Public Law 101-515, in accordance with section 25 of the Small Business Act, 
amended November 25, 1990. The Commission's mandate is to assist Poland, Hungary, and 
the Czech and Slovak Republics in developing a self sustaining system to provide 
management and technical assistance to small business owners. 

Donor Organization 

Organization: Central European Small Business Enterprise Development 
Commission 

Contact Person: James R. Wingrove 
Title: Executive Officer 
Tel. Number: 202/205-6662 
Fax Number: 2021205-7592 
Address 409 3rd Street, S.W. 

Room 8100 
Washington, D. C. 204 16 

Recipient Organization 

Country: Poland 
Organization: Polish American Small Business Advisory Foundation 

Warsaw - The Polish Chamber of Commerce 
Contact Person: Andnej Stasiek 
Title: Director 
TeWFax: (48/22) 2625-96 
Address: ul. Trebacka 4 rm. 321 

OM74 Warsaw, Poland 

Types of Assistance: Technical Assistance, Small and Medium Enterprises, 
Entrcpmeurship, Marketing, Privatization, Accounting 

Status of Project: Underway 
Total Project Costs: FY 92 $26O,OOO 

FY 93 $250,000 
FY 94 $140,000 
FY 95 $120,000 

Country: Poland 
Organization : Polish American Small Business Advisory Centers 

Gydnia Small Business Center 



Contact Person: Przemyslaw Kulawczuk 
Title: D h t o r  
TeltFax: (58) 22-35-32 
Addrtss: u. Biskupa Dominike 8 

81401 Gydnia, Poland 

Types of Assistance: Technical Assistance, Small and Medium Enterprises, 
Entrepreneurship, Marketing, Management, Privatization, 
Accounting 

Status of Project: Underway 
Total Project Costs: FY 92 $260,000 

FY 93 $250,000 
FY 94 $140,000 
FY 95 $120,000 

Country: Poland 
Organization : Polish American Small Business Advisory Centers 

Lodz - The Lodz Polytechnic 
Contact Person: Izabela firkowska 
Title: Director 
TeVFax: (0-42) 36-69-94 
Address: ul. Piotrowska 109/191 

90-447 Lodz, Poland 

Types of Assistance: Technical Assistance, Small and Medium Enterprises, 
Entrepreneurship, Marketing, Privatization, Accounting 

Status of Project: Underway 
Schedule:' 

Start of Operations Centers opened in November 1992 
Completion of Operations U.S. funding schedule to cease at end of FY 1995 

Country: Hungary 
Organization: Pea Small Business Center - Non Profit Foundation - Local 

Government 
Contact Person: Iswan Pidl 
Title: Managing Director 
Tel/Fax : 36-72-333-753 
Address: Felsomalom u. 1 3 

P.O. Box 55 
7618 Peascs 
H W = Y  

Types of Assistance: Technical Assistance, Marketing, Privatization, Small and 
Medium Enterprises, Accounting 

Status of Project: Underway 
Total Project Costs: FY 92 $200,00o 

FY 93 $150,000 
FY 94 $1 10.000 



Country: H u m  
Organization: D e b m  Small Business Center - Non Profit Foundation - Local 

Gavernment 
contact person: 1- Bogyo 
Title: Managing Dimtor 
Tcl. Number: 3652-347-301 
Fax Number: 3652-348-25 1 
Addrtss: Pctdb u.25 

4026 Debrecen 
Hungary 

Types of Assistance: Technical Assistance, Small and Medium Enterprises, 
Entrepreneurship, Marketing, Privatization, Accounting 

Status of Project: Underway 
Total Project Costs: FY 92 $200,000 

FY 93 $150,000 
FY 94 $1 10,000 
FY 95 $1 10,000 

Schedule: 
Start of Operations Centers opening in November 1992 
Completicm of Operations U.S. funding scheduled to cease at cnd of FY 1995 

UNITED STATES 
BXLATERAL SCIENCE AND TECHNOLOGY AGREEMENTS 

Non-SEED funds support the United States' contribution to Joint Funds under 
bilateral science and technology (S&T) coopesative agreements between the United States and 
several countries of Central Europe in 1994. During the Cold War, these cuopdive S&T 
agreements helped to foster democratic values and provided invaluable contacts between U.S. 
and East Eumpean scientists, many of whom w u e  instrumental in leading the political 
reforms of the last decade. In the post-Cold War era, the agreements will increasingly 
buttress U.S. foreign policy objectives to continue the democratic and fret market evolution 
of these former Communist countries, to promote sustainable economic development, and to 
address significant global issues of common concern through basic and applied research. 

B'iteral S&T cooperation also advances U.S. science and technology by promoting 
cooperative research in areas of joint interest and expertise on the basis of quality, 
reciprocity and mutual h e f i t .  An additional major contribution is to promote U.S. 
competitiveness, market development, and joint ventures through cooperative activities to 
commercialize publicly-funded applied research and technology developed under the joint 
agreements. 



The Joint Funds established under these S&T agreements are based upon matching 
contributions from the U.S. and each cooptrating Central European country. These funds 
provide grants for peer-ftviewed research in such fields as agriculture, environment, energy, 
health, basic research, transportation, mining, and geology. They also support workshops 
and exchanges of scientists and information. The total U.S. contribution for each joint fund 
program is used to directly support such research efforts; the cost associated with 
administration of these joint funds is taken from either interest earned by the Joint Fund 
accounts or in-kind contributions from the partner country. 

Individual grants customarily average $30,000 over a three-year period, matched in 
local currency by the other party. These funds typically represent a fraction of the cost of 
the joint project. The prestige of receiving one of thest grants draws the highest qualified 
candidates and proposals and returns much larger dividends in terms of scientific innovations. 
For instance, the 1993 and 1994 HungariadAmerican Nobel Prize winners in physics and 
economics also had ongoing projects under the U.S.-Hungarian Joint Fund S&T Agreement. 
The process also can stimulate significant additional funding from participating technical 
agencies and institutions on both sides. 

U.S.-Polish S&T cooperation takes place under an umbrella S&T Agreement signed 
by then Vice President Bush in September 1987. The Agreement was renewed on September 
4, 1992, for an additional term of five years. Collaborative research has been conducted in 
such areas as environment, agriculture, medical science and health, basic science, geoscience 
and mining, energy, enginering, construction, transportation, oceans, parks management, 
fish and wildlife conservation, medical research in physiological and genetic disorders, 
information exchange, U.S. clean cual technology, and other energy research fields. 

The joint research program has helped to reinforce and sustain the best sectors of the 
massive Polish scientific infrastructure during a critical transition period, and to introduce 
peeweviewed traditions to a system dominated in the past by Soviet-style scientific academy 
institutes and cronyism. Much of the joint research has been excellent, bringing U.S. 
researchers opportunities to work with world-class Polish scientist~~in unique research 
settings. Reflective of an evolving rtlationship, plans are underway to bring the results of 
publicly-funded scientific research to the marketplace, capitalizing on a successful November 
1992 conference in Poland which addressed technology commercialization issues. 

U.S.-Hungary S&T cooperation takes place under an umbrella agreement announced 
by President Bush in July 1989 as a centerpiece of an East European Environmental 
Initiative. As with its older precedent with Poland, the agreement and the process of 
administering the associated joint fund have helped return Hungarian science to a more 
innovative and productive sector for economic development generally, based on Western 
traditions and standards. As with Poland, the U.S./Hungarian relationship has opened unique 
research opportunities to both nations, and attracted many more highquality proposals than 
resources can support. Important areas of cooperation include fields of environment, health 



and madical sciences, agriculture, energy, natural rtsowces, engineering and basic sciarcts. 

In FY 1993, the Joint Fund also cesponsored a number of s p e d  activities such as a 
workshops on science policy, peer review systems, and grants applications, which brought 
togethcr scientists and science policy oficials from the U.S., Hungary, the Czech Republic, 
and Poland. Based on the successful precadent in Poland, plans arc udemay to sponsor a 
technology commercialization conference in Budapest in late 1995. 

An S&T m m e n t  was established between the U.S. and the Government of the Czech 
and Slovak Federal Republic in October 1991. A F i t  Joint Board meeting under the 
agreement was held in Prague in March 1992. However, following the establishment of the 
Czech Republic and the Slovak Republic as of January 1, 1993, the members of the Joint 
Boards agreed that henceforth the administrative and financial amgements for cooperative 
activities under the 1991 Agreement would be handled for each SUCC~SSO~ republic through, 
respectively, a U.S.-Czcch Joint Board for S&T co0pcration and a U.S.-Slovak Joint Board 
for S&T Coopesation. 

To date, U.S. S&T coopefation with the Czech Republic has becn concentratad in 
envirollmcntal fields, energy rwearch, health and medical sciences, basic sci~~ccs,  
engineering, natural rcsoums, agriculture, and standardization, which will help build a 
technological base important for sustained ecoslomic growth. F i  results from the 
-year projects are beginning to fiiter in and many, particularly in the basic science and 
engineering fields, arc excellent. Commercializing applied research and technology in the 
Czech Republic will be a primary focus beginning this year. Modeled on the successful 1992 
conference in Poland, a technology commercialization conferam, orgamed by the 
highly-regarded U.S. Business Higher Education Forum, was held in Prague May 18-22. 
U.S. private sector interest is high and the Czechs expact participation from a wide range of 
their scientific and growing business community. 

Significantly less welladowed than its Czach analog, the Slovak scientific community is 
nonetheless talented in many fields and being counted upon to make important contributions 
to Slovak economic development. Indicative of this role is the sustained, successful effort of 
the Slovak scientific community and govcmment officials to commit its Joint Fund 
contribution despite large political and financial uncertainties. These efforts underscore the 
vital importance of maintaining the continuity of ow S&T cooperation with Slovakia as an 
important sign of U.S. interest in their scientific potential, as well as a more fundamental 
political gesture to continue successful and mutually beneficial relationships. 

Many of the joint research projects getting underway are directed at the most acute 
problems in Slovakia, particularly in the agricultural, environmental, and health fields, which 
all face acute problems stemming from the legacy of central planning. 



U.S.-Yugoslav S&T cooperation, which dates from 1972, is cumntly winding down as 
the 1988 U.S.-Yugoslav S&T Agreement expired in October 1993. A handful of projects 
approved under its auspices an completing their third and final year of collaboration. While 
them is no prospect of renewal of the agreement in light of the political disintegration of 
Yugoslavia, Congress approved funds in FY 93 and FY 94 for cooperation with Slovenia, 
Croatia, and FYROM to conclude successor S&T agracmcnts. No S&T programs are 
presently being established with Serbia and Montenegro. 

Slovenia, Croatia, and FYROM have sophisticated scientific expertise of great interest to 
the U.S. scientific establishment, especially in the areas of agriculture, mining, physics, and 
health. The continuity of S&T cooperation in each republic will be an important sign of 
U.S. interest in each republic's science capabilities as well as our general political 
relationships. Our previous experience with ce~eafchers in these states was very good. In 
each case, science officials in the newly independent republics are either previous grantees 
from the Joint Fund, or former Joint Board members and delegates under the expired 
U. S. -Y ugoslav S&T Agreement. 

Slovenia 

In April 1993, the U .S. negotiated and signed an agreement with Slovenia, the first 
bilateral agreement between the U.S. and the new republic. In September 1993, the State 
Department led a delegation of ten technical agencies to Slovenia to initiate project proposals 
under the new Agreement and associated Joint Fund. Significant cooperative activities were 
explored in areas related to environment, health, mining and geology, transportation, energy, 
agriculture, maritime research, engineering, and basic science. In addition to their matching 
contribution, the Slovenes offend in-kind contributions to the Joint Fund, including a 
secretariat from their Ministry of Science. 

As one of the principal republics for science cooperation under the now expired 
U.S.-Yugoslav S&T Agreement, Slovenia has a sophisticated scientific infrastructure and a 
long history of cooperation with U.S. scientists in a number of areas, including high energy 
physics, agriculture, mining, and health. The newly established S&T Agreement and Joint 
Fund will greatly enhance existing scientific collaboration and also help establish important 
ties with this new and highly energized country. 

Croatia 

The sophistication of S&T in Croatia is reflected in the large volume (roughly 30 
percent) of proposals previously granted to Croatian scientists under the old U.S.-Yugoslavia 
S&T Agreement. Given the level of interest in both countries, the U.S. signed a new 
agreement into force on March 18 of this year. 

Like Slovenia, Croatia was a principal republic for science cooperation under the old 
agreement. Croatia maintains one of the most sophisticated scientific infrastructures of the 
former Yugoslavia and enjoyed a strong history of cooperation with U.S. scientists in 
academia and technical agencies of the U.S . government. Accordingly, the OES led a 
delegation of ten technical agencies to Croatia in May to initiate new joint research projects 
under the Agreement and Joint Fund. 



As with Slovenia and Croatia, the U.S. had developed an active S&T relationship with 
FYROM under the old U.S.-Yugoslavia S&T Agreement. The U.S. has ptrwentcd a draft 
Science and Technology Agreement to the FYROM. When an S&T Agreement is negotiated 
and signed, funding is available from previous year appropriations to begin a joint fund. 

Poland (1994 allocation $1,750,000) 

Hungary (1994 allocation $1,000,000) 

Czech Republic (1994 allocation $ 600,000) 

Slovak Republic (1994 allocation $ 300,000) 

Croatia (1994 allocation $ 125,000) 

Slovenia (1994 allocation $ 350,000) 

FYROM (1994 allocation $ 150,000) 

TOTAL $4,275,000 



USIA NON-SEED FUNDED ACTIVITIES 

ACADEMIC PROGRAMS 

Academic Speclalists Program: This program awards grants to American academic experts 
and distinguished professionals to consult with colleagues at foreign universities and 
institutions. Academic spacialists engage in a variety of activities that include conducting 
seminars and workshops on selected topics. Specialists arc selected in response to requests 
from USIS posts abroad. Programs range from two to six weeks in duration. 

Nearly forty academic specialists were sent to Central Europe in fiscal year 1994. Of thesc 
specialists, approximately half conducted seminars for English-language teachers on Teaching 
English as a Foreign Language (TEFL) methodology and the incorporation of American 
Studies topics in the English-language classroom. Other specialists conducted seminars and 
workshops on a variety of themes including development of a modem legal cumculum, 
strategies for increasing voter turn-out, and methods for increasing local radio listenership. 

College and University Affiliations Program: The College and University Affiliations 
Program is an annual, worldwide program that awards grants to support threeyear 
affdiations between American and foreign universities. Affiliations activities consist mostly 
of faculty and staff exchanges but may also include curriculum development and research 
components. 

Currently, there arc seventeen active College and University Affiliation projects in nine of 
the countries of Centrai Europe. Fields for exchanges include public administration, law, 
environmental studies, liberal arts, business administration, and American Studies. 
Successful program linkages, like the linkage between the University of Missouri-Columbia 
and University of Sibiu in Romania, work to cement the basis for a long-term relationship 
that continues after completion of USIA grant activities. 

Fulbrigbt : USIA ' s Fulbright Scholar Program exchanges faculty lecturers, researchers, 
professionals and graduate students between the United States and Central Europe for periods 
ranging from one semester to one academic year to lecture and conduct research. Foreign 
applications arc submitted to the Fulbright Commission or USIS Post in the applicant's home 
country. Bilateral Fulbright Commissions operate in Hungary, Poland, Czsch Republic, 
Romania, Bulgaria and Slovakia. 

In fiscal year 1994, over four hundred Fulbright grantees were exchanged between the 
United States and the countries of Central Europe. A total of 176 American lecturers, 
researchers and graduate students travelled to thirteen countries in Central Europe and 
approximately 243 Central European individuals lectured or studied in the U.S. Grants were 
awarded for a variety of fields including business administration, law, economics, American 
Studies and literature, arts and humanities, social sciences, hard sciences, communication, 
education, and engineering. 



Fulbright Teacher Exchange q: This prognun provides academic year exchange 
opportunities for sscondary school educators. A limited number of post-~bcondary educators 
also participate on the program. Exchanges are g d y  reciprocal and focw on social 
science fields, curriculum ref-, English teaching, and foreign languages. During the 
1994-1995 academic year, a total of 58 secondary school teachen will be exchanged 
between American and Central European schools. 

Hubert H. Humphrey Fellorrsbip Program: As part of a world-wide program, the 
Humphrey Rogranr brings midcareer professionals h m  Cartral Eumpc to the United States 
for ten months of combined academic and professid training. Fellows am placed in non- 

programs at universities around the U.S. Fellows am recruited through the USIS post 
in their home country. 

Individual grants were awarded to 22 Humphrey fellows from Central Europe for the 1993- 
1994 program. This year, 21 grants were awarded for the 1994-1995 program. Partiaipmts 
came from a variety of fields including public administration, economic development, and 
environmental management. 

Edmund S. Muslde Fellowship Program: The Muslcie Fellowship program provides 
scholarships for graduate study and hands-on training in the United States in the fields of 
business administration, economics, law, and public administration for students from the NIS 
and the Baltics. Individual programs range from one to two years in length, with some 
programs concluding with the award of a graduate degree or certificate. Candidates are 
mnrited through a merit-basal competition administered by an inter-organizational operating 
committee consisting of the American Council for Teachers of Russian (ACTR), the 
International Ramarch and Exchanges Board @REX), the Institute for International Education 
(IIE), and the Soros Foundation. U.S. host campuses are selected through a competitive 
P-. 

In the 1994-1995 academic year, nineteen students from the Baltic states arc participants in 
the prognm. 

The Pnsidents' University Student Exchange (1000/1000): Commonly referred to as the 
100011000 program, the Presidents' University Student Exchange was announcad at the 
Malta summit by Presidents Bush and Gorbachcv and signed into agreement in June 1990. 
The program provides grants for undergraduate and graduate student exchanges between the 
U.S. and the NISIBaltics. Preference is given to exchanges in which foreign students spend 
one full academic year in the U.S. 

In fiscal year 1994, twenty students fmm the Estonia, Latvia and Lithuania participated in 
the program at various U.S. universities. No American students travelled to the Baltics. 

Samantha Smitb Memorial Exchange Program: Congress established the Samantha Smith 
Memorial Exchange Program in 1988. Thc program provides grants to U.S. colleges, 
universities and non-profit organizations to support undergraduate and youth exchange 



projects between the United States and Central European countries. 

USIA awarded grants to eleven U.S. colleges and universities for the 1993- 1994 academic 
year to conduct exchanges with Central European partner institutions. Nearly seventy 
American students had the opportunity to study abroad on this program. U.S. institutions 
hosted 84 students from six Central European countries. Generally, participant studies 
focused on the humanities, area studies, and hostcountry language and culture studies. 

In addition, USIA awarded grants nine institutions to conduct exchanges of high school 
students between the U.S. and Central Europe. Programs ranged from semester and 
academic year placements in secondary schools to shorter term exchanges focussing on a 
thematic such as agriculture or science. 

Student Advising: USIA operates student advising centers in Central Europe that provide 
counseling and advising services for individuals interested in studying in the United States. 
Advising Centers are located at USIS. missions, Fulbright Commission sites, universities, 
public libraries, and other public foundations which provide personnel and working space. 
USIA provides funding for training programs, books and reference material, and advising 
center equipment. 

USIA currently has 47 advising centers in thirteen Central European states. Additionally, 
USIA provides funding for a Regional Educational Advising Consultancy (REAC) which 
provides support to individual advising centers in the region. Staff at the REAC organize 
training programs, makes evaluation and consultation visits to local centers, and facilitates 
communication among the region's centers and with USIA. 

Training programs for advising center staff have included an inauntry coordinators' 
workshop in Romania which spurred incountry workshops for educators in the Czech 
Republic, Poland, and Hungary. Advisers from Central Europe also participated in a 
month-long U . S . based training program. 

Speakers and Professionals-in-Residence Programs: USIA recruits American distinguished 
scholars and professionals to consult with Central European counterparts and provide advice 
in their particular areas of expertise. Generally, Speaker's programs last 1-2 weeks and 
Professionals-in-Residence operate for three we& or longer. 

In fiscal year 1994, USIA sent forty-one U. S. Speakers and Professionals-In-Residence to 
Central Europe in a variety of fields including rule of law, market economics and the U.S. 
political system. 

. CITIZEN EXCHANGES 

Central European Training Program: This program provides assistance awards to U.S. 
non-profit institutions to conduct training programs for Central European target audiences. 
In fiscal year 1994, USIA awarded CEETP grants to twenty-one U.S. institutions. Grant 
activities took place in twelve countries of Central European countries and focused on local 



government, media, municipal and public administration, business administration and 
managemart. 

Discmhmq Gmts: This global program provides grants to non-profit organizations in 
support of projects that link their intematid exchange interests with counterpart 
institutions/ groups in ways supportive of USIA aims. USU funded five grants to U.S. 
institutions for programs in Central Europe. 

INTERNATIONAL VISITORS PROGRAMS 

International Visitor Program: The International Visitor (IV) Program affords 
opportunities for established or potential foreign leaders in government, politics, media, 
education, labor relations, the arts and other key fields to confer with their American 
professional counterparts and to experience U.S. culture fitsthand. Visitors participate on 
individualid programs or group projects for a period of 3-4 weeks. 

Visitors arc nominated by American embassies in Central Europe. In fiscal year 1994, over 
350 visitors from thirteen countries participated in IV individual, singlocountry, European 
regional, and multi-regional programs. Additionally, USIA funded four Baltic sub-regional 
programs on issues pertinent to the area (e.g. U.S. fareign policy and U.S. elections 
procws.) Over thirty singlecountry projects were completed on a wide range of regionally 
important issues - economic reform, democratization, rule of law, environmental protection, 
media, and educational reform. 

Voluntary Visitors: The Voluntary Visitors Program atranges professional appointments 
and operates shorter-term programs for individuals and gmups travelling to the U.S. at their 
own expense. ' Voluntary visitors are nominated by American missions abroad. Over eighty 
&tors from Central Europe participated on Voluntary Visitor prognms in fiscal year 1994. 

ARTS PROGRAMS 

Performing Arts: Each year, in consultation with U.S. Embassies, the Office of Arts 
America organizes a small number of fully-funded performing arts presentations in music, 
dance and theater. In addition to performances, overseas tours usually involve workshops or 
master classcs, interviews with foreign media, and mjmcntational events such as dinners or 
receptions. In 1994, USIA sponsored a modern dance company to travel to Bulgaria, the 
Czech Republic, and Hungary. 

Artistic Ambassador Program: The Artistic Ambassador Program sends often undiscovered 
classical musicians to various countries to enhance USIA's mission of promoting cross- 
cultural understanding. In addition to performing, Artistic Ambassadors also may conduct 
workshops and master classes. Artistic Ambassadors arc sought from music schools, 
conservatories, colleges and universities throughout the U.S. Artistic Ambassadors are 
selected through live auditions. 

Coddots of Culture: The Corridors of Culture program was created in 1994 to 
demonstrate support for writers and other members of the intellectual community in emerging 



democracies of Central Europe and the NIS. The program introduces foreign writers to the 
American publishing business, the role of literary agents, and the practical realities of 
publishing in the global marketplace. Under this program, USIA sponsored the travel of 
three delegations of American writers to Hungary to participate in the I n t d o n a l  Book 
Fair, the Czech Republic to represent the U.S. at the PEN Confmnce, and Estonia to meet 
with members of the Writer's and Publisher's Unions. 

Creative Arts Discretionary Competition: This biannual, world-wide competition invites 
proposals from U.S. non-profit organizations for exchanges of professionals in the arts and 
museum fields. In 1994, USIA funded three grants which involved participants from Central 
Europe- 

Museum Linkages: Since 1981, USIA has supported the International Partnerships Among 
Museums pw program to encourage linkages between U.S. and foreign museums. This 
program, which runs on a tweyear funding cycle, is administered by the American 
Association of Museums. USIA currently sponsors three linkages between U.S. museums 
and museums in the Czech Republic and Hungary. 

Speakem and Cultural Specialist Programs: These programs are designed to encourage 
the exchange of ideas in the areas of creative and performing. aits. USIA recruits experts in 
response to requests made to U.S. Embassies by foreign cultural institutions, schools or 
associations. USLA sent fifteen American Cultural Specialists and Speakers to eight Central 
European states on a variety of topics in fiscal year 1994. 

Visual AArts: USIA works with museums across the U.S. to send a wide variety of fine arts 
exhibitions around the world. Exhibitions normally tour for one to two years. Exhibits must 
be recommended by an expert panel, meet the stated needs of U.S. embassies, and be 
suitable for touring overseas. Two exhibitions, one a mixed media exhibit and the other an 
exhibit on woodcarving, were presented in Central Europe in 1994. 

BOOK & PUBLICATIONS PROGRAMS 

Book Promdions: USIA sponsored and organized book exhibits both at important 
international book fairs and through traveling exhibit programs. 

Donated Books Pmgnams: USLA provided limited support to non-profit, private sector 
organizations involved in the distribution of books donated by U.S. publishers to Central 
European countries that lack viable markets for U.S. titles. 

Publisher Education: During FY-94, USIA sponsored a series of workshops and tnining 
events in Central Europe and the U.S. designed to help publishers adapt to the requirements 
of publishing in a market economy. 

Book Translations: USIA assists independent publishers who have a commercial interest in 
producing either translated versions of U.S. works or low-priced English-language reprints of 
the original works by bringing together foreign and U.S. publishers so that agreements can 
be reached. In Central Europe the Book Translations hogram has prwtucad bodrs on 
American history and fundamentals of government (e.g. "Democracy in Americaw, "The 



Federalist Papers") as well as books on American law, municipal government, market 
economics, business management and marketing and book on the environment, such as Vice 
Presidart Gore's "Earth in the Balance," which bas baerr published in Hungarian, Bulgarian 
and Polish. 

Pubktions: USL4 produces pamphlets and short publications about U.S life, &momtic 
government and the market economy. Many of these publications are made available in the 
languages of Central Europe, including Albanian, Bulgarian, Croatian, Czech, Estonian, 
Hungarian, Latvian, Lithuanian, M a c e b h ,  Polish, Romanian, Serbian, Slovak, and 
Slovene. Publications range from basic documents (U.S. Constitution and Declaration of 
Independma) to educational pamphlets ("What is a Market Economy") and series papers 
such as the Prosperity Paper Series (economics) and the Freedom Paper Series (democratic 
institutions). 

Wireless FUe: USIA produces the Wireless File, a news-service communication network 
compendium of official United States Government texts, reports, speeches and media items 
intended to explain U.S. government policy. The Wireless File is published in English, 
French, Spanish, Arabic and Russian. The Wireless File is transmitted to U.S. missions 
abroad for usage by the Foreign Service community and dissemination to foreign opinion 
leaders. The Wireless File is transmitted five times a week to all Central European missions. 

BROADCASTING 

Media Training: USIA's Office of International Media Training implements several 
programs that art designad to promote the developmat of a free and independent media in 
Central Europe. All participants an nominated by American missions abroad. Outside of its 
SEED funded activities, Intenrational Media Training offered two US-based workshops, an 
economic reporting workshop and a radio sales and management workshop, for participants 
from Central Europe in 1994. 

WORLDNET: WORLDm, USIA's television and film service's global satellite television 
network, presents a wi& variety of programming about life in the United States. 
WORLDNET broadcasts to U.S. embassies and USIS posts around the world which receive 
its satellite transmissions and then make them available to select and mass audiences. in 
addition to U.S. embassies and cultural centers, various broadcast companies and cable 
systems can receive WORLDNET d i i y  for retransmission of its programs for free if they 
sign usage contracts with WORLDNET. Following is a brief description of specific 
WORLDNET programs. 

-Acquisitions: WORLDNET'S Acquisitions Department purchases broadcast 
and educational rights to new series and renews rights to old series. In FY-94, 
WORLDNET had the rights to about 55 different series. Priority arcas for 
Ctntral European programming include economics, business and political 
process. 

TV- Coops: Under this program, USIA sponsors television crews from the 
region to travel to the U.S. for a two to three week period to film short documentaries on a 
variety of themes. Topics included trade and investment, banking, business management, 



the U . S. politics and society. 

-Language Versions: WORLDNET programs art translated into many regional 
languages including Albanian, Bulgarian, Croatian, Czech, Estonian, Latvian, 
Polish, Romanian, Serbian, Slovak and Slovenian. 

-1nteractives: Interactive dialogues are live satellite television dialogues which 
provide a forum for Central European political leaders, journalists and 
professionals to speak directly with American experts in government, business, 
science, education and the arts. 

VOA: The Voice of America (VOA) is the international broadcast sentice of the United 
States Information Agency. VOA programs cover global, U.S., regional, and to the extent 
possible, local news and related political and economic events. Other programming is 
designed to teach foreign audiences about the United States. Along with music of all 
varieties, features on democratic institutions, market economies, science, medicine, sports, 
and English teaching programs are included. VOA also in t e~ews  foreign guests that are in 
the United States under other USIA programs. This provides an opportunity to present the 
United States through the eyes of a first-time observer, making the information more 
accessible to the target foreign audiences. 

VOA has over forty Central European affiliates which rebroadcast VOA programs and 
receive equipment from VOA. Language services include many of the regions languages. 

US DEPARTMENT OF AGRICULTURE 

EMERGING DEMOCRACIES PROGRAM 
1989 TO 1W 

Background. USDA's Emerging Democracies Program shares agricultural and agribusiness 
expertise with countries that are emerging democracies.. Under the 1990 Farm Bill, the 
Secretary of Agriculture is charged with developing, maintaining, and expanding markets for 
U.S. agricultural exports. The program is funded at up to $10 million per year. Beneficiary 
nations fit the statutory definition of "emerging democraciesa--any country taking steps toward 
political pluralism, based on progress toward free and fair elections and a multi-party political 
system; carrying out economic reform, based on progress toward a market-oriented economy; 
demonstrating respect for internationally recognized human rights; and expressing a willingntss 
to build a friendly relationship with the United States. Commercial market potential is also an 
important cri terion. 

The Emerging Democracies Advisory Committee advises the Secretary on strategies, proposals, 
and activities developed for and carried out under this program. Through extension of technical 
assistance and sharing of expertise, participants in the Emerging Democracies Program seek to 
increase prospects for U.S. trade and investment in selected countries. These programs 
complement the core credit and market development activities of USDA's Foreign Agricultural 
Service. Activities are carried out both by USDA agencies and by private c01ltncOors. Those 
activities funded in Central Europe are described below. 



Reghal. From the program's inception in FY 1992, a number of activities have been 
undertalren in Central Europe. By yearly total, assistance to Central Europe was provided at the 
following levels: FY 1992, $3,869,000; FY 1993, $2,387,000; and FY 1994, $4,305,347. 
While most activities were country qecific, Emerging D~~OC~OLC~~S funds were alloc.atad to the 
regional Cochran Fellowship program to augment existing Pppropriated funding. This r e g i d  
funding for the Cochnrn Fellowship program was: FY 1992, $500,000; FY 1993, $600,000, and 
FY 1994, $700,000 for a total of $1,800,000. 

B.ltics. Of equal weight, yearly totals of funding allocated to the three Baltic Republics arc as 
follows: FY 1992, $604,000, FY 1993, $639,000, and FY 1994, $434,200 for a total of 
$1,677,200. Past activities include poultry, dairy, livestock, and fed  sactor ascsmats; 
poultry ator  development; dairy sector development; and a regional dairy getretics resident 
advisor. FY 94 activities include extending the regional resident dairy advisor and undertaking 
a food warehouse feasibility study. 

Bulgarin. Yearly totals of funding allocated to Bulgaria are as follows: FY 1992, $l,3 12,000; 
FY 1993, $445,000; and FY 1994, $408,000 for a total of $2,165,000. Past activities include 
a fruits and vegetables ssctor assessment; grades, standards, and market news for the fruits and 
vegetables sector; a resident economic advisor; and training for fruits and vegetables prootssors 
in marketing and processing. FY 1994 activities include extension of the resident economic 
advisor and short term technical assistance in the grains sector. 

Czech and Slovak Republics. Yearly totals of funding allocated to Czechoslovakia (FY 91-93) 
and the Czech and Slovak Republics (FY 94) were: .FY 1991, $85,000; FY 1992, $628,000; 
FY 1993, $17,000, and FY 1994, $73,000 for Czech Republic and $200,000 for the Slwak 
Republic for a total of $1,003,000. Past activities include a agriculture banking and finance 
sbctor assessment, farm managers training, bank managers and loan officers training, rurd 
wholesale market development. FY 1994 activities for the Czech Republic were a food 
marketing workshop and for the Slovak Republic, assistance with economic situation and 
outlook. 

Hungary. Yearly totals of funding allocated to Hungary arc as follows: FY 1992, $325,000 and 
FY 1993, $58,000 for a total of $383,000. There were no activities funded in Hungary in FY 
1994. Past activities include funding for a trade and investment assessment of the country. 

Pobd. Yearly totals of funding allocated to Poland are as follows: FY 1992, $415,000; FY 
1993, $628,000; and FY 1994, $289,000 for a total of $1,332,000. Past activities include 
marketing and testing of perishable products and business plan training. FY 1994 activities 
include providing assistance with market information standards and grading for the livestock 
sector and organization of a wood frame construction seminar. 

Romania. Yearly totals of funding allocated to Romania are as follows: FY 1994, $2,151,000 
for a total of $2,15 1,000. FY 1994 activities include an agribusiness opportunity mission, 
economic situation and outlook, economic policy assistance, and agricultural statistics assistance. 

Slovenia/Crorrtia. Yearly totals of funding allocated to Slovenia and Croatia equally are as 
follows: FY 1994, $50,000 for a total of $50,000. FY 1994 activities include joint plant and 
animal health training. 



COCHRAN FELLOWSHIP PROGRAM 
1989 to 1994 

B a c k g ~ ~ ~ n d :  USDA's Cochran Fellowship Program provides short-term agricultural training 
in the United States for agriculturalists from selected middle-income countries and emerging 
democracies. Training programs are specifically developed for selected senior-and mid-level 
specialists and administrators from both the public and private sactors concerned with 
agricultural trade, management, marketing, policy, and technology transfer. The program works 
closely with USDA agencies, U. S . agricultural trade and market development associations, 
agricultural colleges and universities, and agribusinessts to implement the training programs. 
It is coordinated through USDA Foreign Agricultural SeNicc (FAS) Agricultural Affairs Office 
in each country. 

The objectives of the Cochran Fellowship Program are: (1) to assist countries to develop 
agricultural systems necessary to meet the food needs of their domestic populations; and (2) to 
strengthen and enhance trade linkages between the countries and agricultural interests in the 
United States. Since its start in 1984, the program has provided training in the U.S. for 3,398 
international participants from 37 countries. 

Central Europe: The Cochran Fellowship Program (Cochran Program) has been providing 
agricultural training for participants from Central Europe since 1985 when the program was 
initiated in Yugoslavia. The program was started in Poland in Fiscal Year (FY) 1989, in the 
Czech Republic, Slovak Republic, Hungary and Bulgaria in FY 1991, in Albania in FY 1993, 
and in Croatia and Slovenia in FY 1994. The program in Yugoslavia was suspended in FY 
1991. During the FY 1989 to 1994 period, a total of 783 participants received agricultural 
training in the U.S. under the Cochran Program: Poland (326 participants), Hungary (91), 
Czech Republic (166), Slovak Republic (49), Bulgaria (120), Albania (2 l), Croatia (2), and 
Slovenia (8). 

The Cochran Program received funding for Central Europe activities from three sources: 
Congressional appropriations (1989- 1994); SEED Act funding from US AID (199 1 - 1992), and 
USDA's Emerging Democracies Program (1992-1994). Because the Cochran Program operates 
in 34 middle income countries and emerging democracies worldwide, appropriations provided 
only a small amount for Central Europe countries. The majority of participants from the Central 
Europe countries were funded under the SEED Act and USDA's Emerging Democracies 
Program. 

During the 1989 to 1994 period, Congressional appropriations allocated to Central Europe 
countries totalled about $1.45 million. These funds pnwidad training in the U.S. for 177 
participants: Poland (78), Hungary (33, Czech Republic (21), Slovak Republic (16), Bulgaria 
(19), Slovenia (6), and Craatia (2). Funds were used to pay participant' costs in the U.S. such 
as food and lodging, domestic U.S. airfares, emergency medical insurance, training fees, and 
to provide USDA staff support. Almost all funds were spent in the United States. Under the 
Cochran Program, the participant or their sponsor pays the round hip international airfares to 
the United States. Using a rough estimate of $1,200 per trip, the total Central Europe 
contribution for the 177 participants was about $2 12,400. 

Albania: No Albanians received training under Cochran appropriations. All of the 21 Albanian 
have been funded through USDA's Emerging Democracies Program. 



Bulgaria: About $187,000 of approPriations have been used for Cochran training for Bulgarians 
benvaen 1992 and 1994, or about $60,000 per year. Although Bulgaria has been slower to shift 
to free market pgriculture, Cochran Programs can be directly linked to improvements in the 
management of food proassing faciiitics and, together with USDA's Extarsion Smrict, assisting 
with the establishment of a counterpart Bulgarian extmsion system. 

Croatk The Cochran Program started a pilot program in Cmtia in 1994, wing about $13,000 
of appmprhtad funding. These funds were used to provide two Croatian officials with t a g  
in mat and poultry inspection in conjunction with USDA's Food Safety and Inspection Service 
(FSIS). Intmdngly, when USDA/FAS Officers responsible for Cmatia met with Croatian 
Ministry of Agriculture officials they discovcfcd that two Croatian Deputy Ministers of 
Agriculhult had been former Cochran participants under the program in Yugoslavia. 

Czech Republk and Slovak Republic: The Cochran Program was started in Czechoslovakia 
in 1991. In 1993, separate programs wen established in the two republics. Appropriations 
allocated for both countries from 1991 to 1994 totalled about $350,000 or about $40,000 per 
country per year. This provided training for 21 participants from the Czech Republic and 16 
from the Slovak Republic. Cochran Programs have been cited by the USDA/FAS Agricultural 
Affairs Officer as having facilitated the use of OSM-102 and the Export Enhancement Program 
(EEP) for sale of U.S. grain to the Czech Republic, while also assisting both countries in artas 
of agricultural policy. 

Hungary: Appropriations allocated for Hungary from 1991 to 1994 avcraged about $70,000 
per,year or $280,000 for the 4 year period, and provided training for 35 participants. As with 
Poland, we have seen a dramatic s h i  from public to private sector participants over the past two 
years, which have provided increased U.S. agricultural trade opportunities in livestock genetics, 
seeds, and food and feed grains. 

PoIand: Appropriations allocated for Poland averaged about $1 10,000 per year for the 1989 to 
1994 period, for a total of about $550,000. This provided training for 78 Polish participants. 
During the fvst two years, about 60 percent of Polish participants were public sector officials 
that received training in agricultural policy areas; the other 40 percart werc private sactor 
participants interested in the management of a variety of agribusiness topics. During the past 
three years, however, about 90 percent of Cochran participants came from the private sector, 
in areas such as high value agricultural products, livestock genetics, grain marketing, wood 
home construction, and others that relate to the potential for increased trade with the United 
Statcs. Reported results of several of these later training activities indicate that over $6.8 
million of U.S. commodities were sold to former Cochran participants since 1992. 

Slovenia: The Cochran Program started a pilot program in Slovenia in 1994. Six (6) 
participants werc sponsored with about $70,000 in appropriations. The major activity was the 
training of Slovcnian' officials in USDA's food safety and phytosanitary inspection systems. 

SCIENTIFIC COOPEUTION PROGRAM 
1989 to 1994 

Background. The Research and Scientific Exchanges Division (RSED) of the Foreign 
Agriculture Service administers the Scientific Cooperation Program to gain new knowledge and 
tcchnoiogy beneficial to the United States and cooperating countries through collaborative 



research and scientific exchanges on a broad range of subjects in agriculture and forestry such 
as germplasm acquisition and storage, animal sciences, aquaculture, biological control, food 
technology, ag~vironmental  problems, and forest monitoring. Short-term visits between 
U.S. and foreign scientists are supported to acquire scientific or agrwcmomic data, special 
research techniques, unique resources such as germplasm or biological control organisms not 
available in the United States, and to consult or conduct field work on significant problems 
facing U.S. agriculture. Under long-term projects, the division supports collaboration between 
US. researchers and their international countuparts on high priority problems. Lung terrn 
collaborative projects also allow U.S. scientists to study plant and animal disease or pest 
problems that have their origins in foreign countries, often eliminating the need to conduct the 
research under quarantine in the U.S. Thus, U.S. scientists gain acass to resources andfor 
expertise not available in the U.S. Both short terrn and long term scientific cooperation efforts 
involve scientists from USDA agencies, other federal departments, as well as the U.S. university 
community. Because these programs are international in scope, collaboration has been 
undertaken with Central European scientists over the last four years. Total funding for Central 
Europe is $382,000. 

Bulgaria. Total funding for Bulgaria FY 1990 - 1994 for scientific exchanges and research 
collaboration is $52,300. 

Czech and Slovak Republics. Total funding for Czech and Slovak Republics FY 1990 - 1994 
for scientific exchanges and research collaboration is $10,900. Topics of exchanges and 
research collaboration in the Czech Republic for FY 1994 include management of ecologically 
reasonable levels of nutrients in soils. Topics of exchanges and research collaboration for FY 
1994 for the Slovak Republic include use of microsporidia for biological control of the gypsy 
moth. 

Estonia. Total funding for Estonia FY 1990 - 1994 for scientific exchanges and research 
collaboration is $7,800. Topics of exchanges and research collaboration for FY 1994 include 
dairy housing. 

Hungary. Total funding for Hungary FY 1990 - 1994 for scientific exchanges and research 
collaboration is $256,000. Topics of exchanges and research collaboration for FY 1994 include 
plum pox virus resistance, Russian wheat aphid control, integrated crop management, 
aquaculture, transgenic herbicide-resistance rice development, soil amsemtion, and biological 
control of weeds. 

Latvia. Total funding for Latvia FY 1990 - 1994 for scientific exchanges and research 
collaboration is $1 1,900. 

Lithuania. Total funding for Lithuania FY 1990 - 1994 for scientific exchanges and research 
wllaboration is $1 1,000. 

Poland. Total funding for Poland FY 1990 - 1994 for scientific exchanges and resew& 
collaboration is $3,900. 

Romania. Total funding for Romania FY 1990 - 1994 for scientific exchanges and research 
wllaboration is $28,000. Topics of exchanges and research collaboration for F Y  1994 include 
devolr)?ment of fungal pathogens for ust as microbial control agents and fish growth and 



survival in deltaic lakes. 

DOD EXCESS PROPERTY 
HUMANITARIAN ASSISTANCE PROGRAM 

The Dcptment of Defense @OD) has had a very active and robust program supporting 
the donation and delivery of humanitarian rclief supplies in Central Europe. This program began 
with the start of the 1989 Support for East European Dernocipcy (SEED) Act. The Office of 
the Assistant Secretary of Defense for Special Operations and Low-Intensity Conflict, Office of 
Humanitarian and Refuge Affairs, administers the program as part of the administration's 
efforts to promote democracy and free market economies in Central Europe. Under the 
authority of U.S.C. Title 10, Section 2547 and 2551, DOD an makc available and transport 
DOD excess non-lethal pmpcrty to foreign rccipi~(~ts, when tasked through and in cootdination 
with the Department of State. A further authority authorizes and aPpropriates funds for the 
transportation of DOD excess property and privately donated humanitarian relief supplies to 
recipient countries. 

Since the first mission to Hungary in March 1990, all Central European countries have 
benefited from this program. Excess property has been supplied from the drawdown of U.S. 
military facilities in Europe and the excess stocks of food and medical supplies from Operation 
Desert Storm. The U.S. military launched Operation Provide Promise in July 1992, flying 
C-130 aircraft from Rhein-Main Air Force Base in Germany to Sarajevo supporting UNHCR 
relief efforts. This operation continues and has eclipsed the Berlin airlift in length of operations. 
Airdrop operations over Bosnia-Herzegovina began in February, 1993, and provided food and 
medical supplies to enclaves that had been cut off from ground convoy support. 

DATE 

May 94 

July 94 

July 94 

sept 94 

T)ATE 

June 94 

June 94 

June 94 

ALBANIA 

10,000 pounds of Excess Medical 
Supplies 

162,000 pounds of Medical 
Supplies and books 

1,000 pounds of Excess Medical 
Supplies and Equipment 

l,l8O,OOO pounds of Excess 
clothing 

202,000 pounds of Medical Supplies 

Clothes/Toys/Medical supplies 

1 ,800 poundd2 vehicles 



June 94 

July 94 

Aug 94 

DATE 

May 94 

July 94 

1,300 poundsJ2 vehicles 

557,200 pounds of Excess 
Equipment and supplies, 
3 Ambulances, 1 Blazer 
1 pickup truck, generator 
3 scoop loaders, HDRs and 
Dried Milk 

50,000 pounds of Excess medical supplies/equipment 

BULGARIA 

360,000 pounds of Excess 
Medical Equipment and Supplies 

39,000 pounds of Excess 
medical supplies, 
and one ambulance 

DATE 

July 94 

Sept 94 

13,000 pounds of Excess 
Office Equipment and 
Furniture 

15,000 pounds of Excess 
Medical Supplies 

HUNGARY 

DATE 

May 94 Excess medical supplies 

Sept 94 14,000 pounds of Excess Medical 
Supplies 



LATVIA 

DATE 

May 94 

July 94 

July 94 

40,000 pounds of DOD Excess Medid supplies 

93,000 pounds of Excess 
Medical Supplies/Equipment 

57,000 pounds of Excess 
Medical Supplies and an 
Ambulance 

LITHUANIA 

DATE w 

July 94 600,000 pounds of Medical 
Supplies and Equipment 

ROMANIA 

DATE 

July 94 

July 94 

20,000 pounds of Excess 
Medical Supplies 

1 73,000 pounds of Medical 
Supplies, Furniture and 
Clothing 

POLITICAGMILITARY COOPERATION 

Since the collapse of communism in Central Europe, and especially since 199 1, the U. S. 
has developed bilateral security relationships with virtually all of the region's noncombatants. 
While all of our security relationships with the CE countries are relatively new, security tics 



have evolved most rapidly with the four Visegrad states. Across the region, the 
politicaVmilitary dimension is assuming increasing importance in our overall bilateral relations 
-- a trend we expect to continue as implementation of NATO's Partnership for Peace (PFP) 
accelerates and as these countries pursue closer bilateral links with us. 

Until now, the USG has allocated relatively small amounts of security assistance funding 
for Central Europe - largely limited to the International Military Education and Training 
(MET) program and the Military-to-Military Contact Program (MMCP). As our defense and 
military relations with Central Europe deepen, we expect to request increased funding for this 
region. For instance, as announced by the President in Warsaw in July, we will request $100 
million in FY96 in bilateral security assistance to support the objectives of PFP. We will also 
request additional amounts in bilateral military funding above and beyond the Warsaw Initiative. 

The overarching aim of our security assistance policy in Central Europe is to promote 
regional stability -- through democratization of armed forces, expansion of contacts between 
Central European armed forces and NATO (especially U.S. ) militaries, and the reorientation of 
the militaries themselves. Training and contact programs, for example, largely aim to foster in 
Central European militaries respect for civilian oversight, both by means of instruction, and 
exposure to the U.S. system. 

Transfers of U.S. defense articles and services, which have been minimal to &te, will 
increasingly be aimed at helping these militaries to reorient to defensive postures and to achieve 
greater compatibility with NATO and U.S. forces. Enhanced military interoperability will allow 
the states to participate more effectively in PFP activities and in multinational peacekeeping 
operations. 

The key components of our political-military cooperation include: 

o ral Wormg Groups (BWGS) on Def- m. The U.S. has held BWGs -- 
annual, bilateral fora for consultations on regional security, defense relations and security 
assistance -- with all of SEED recipients except Bosnia. On the U.S. side, BWGs are 
chaired by a senior DoD official, with senior participants from State and NSC. 

o S e c w  Coqtrol Di-. In 1994, the U.S. initiated bilateral 
consultations on political-military issues with five Central European states (Poland, the 
Czech Republic, and the Baltics). We expect to hold similar talks with seven more states 
in coming months. Unlike the BWGs, these amsultations are chaired by foreign 
ministries. 

. . 
o w: All the region's non-combatants 

participate in the IMET program, which emphasizes civilian oversight and 
English-language instruction to military and civilian defense officials. We expect to 
initiate IMET programs with remaining SEED recipients in FY 95. We will have 
provided approximately $14 million in IMET funding to these states between FY 92 and 
FY 95. 

o -: The U.S. has engaged in a range of traditional military-*military 
contacts with virtually all the ncmoombatant Central European states, including ship 
visits to maritime states, air shows, and visits of high-ranking defense officials. In 



addition, USEUCOM manages the MMCP in 11 of the states. In each capital, resident 
Military Liaison Teams coordinate visits, exchanges, and seminars betwaen U.S. and 
host country militaries. 

o o f o :  A l l t c n S E E D ~ n o t n o t a n a r m s  
embargo are eligible to acquire U.S. defense articles and suviccs commercially and from 
the USG through the Foreign Military Sales (PMS) system. T k c  states and Slwenia 
arc also eligible to receive transfm of non-lethal excess defense articles (EDA). New 
legislation - the NATO Particijmtion Act of 1994 -- may make it possible far the 
President to determine that certain of the states are also eligible far grant, lethal EDA. 
Several states have already received or will receive soon EDA. 

o v: DOD has signed Memoranda of Cooperation on Defense Relations 
- non-binding framework documents - with several states, including Albania, Poland, 
Slovakia, the Czech Republic, Romania, Bulgaria, Croatia, and FYROM. 

o C-: Over the last year, we and our NATO allies have greatly 
expanded our multilateral political-military cooperation with the former Warsaw Pact 
Central Eurojxan states through the PFP and the NACC. The PFP provides a 
framework for enhanced political and operational military cooperation with. these states, 
including joint planning, training, and exercises with NATO forces. Three land 
exercises have already been held. 

NON-SEED USAID DISASTER RELIEF 

Bureau for Humanitarian Response (BHR) 
Office of U.S. Foreign Disaster Assistance (OFDA) 

and 
Office of Food for Peace (FFP) 

OFDA Funding for the Disaster 
Grants: $25,000 

TOTAL BHR SPENDING: $25,000 

OFDA Funding for the Disaster 
Grants: $819,473 
DART Administration: $50,000 



Total OFDA Spending: $869,473 

FFP Funding for the Disaster 
Title 11 Food Aid: $8,367,300 
Total FFP Spending: $8,367,300 

TOTAL BHR SPENDING: $9,236,773 

OFDA Funding for the Disaster 
Grants: $19,751,043 
DART Administration: $2,202,907 
DART Rapid Response Fund: $369,352 
Logistics and Transport: $7 19,374 
Total OFDA Spending: $23,042,676 

FFP Funding for the Disaster 
Title I1 Food Aid: $86,721,000 
Total FFP Spending: $86,721,000 

TOTAL BHR SPENDING: $109,763,676 

OFDA Funding for the Disaster 
Grants: $6,683,765 
TOTAL BHR SPENDING: $6,683,765 

OFDA Funding for the Disaster 
Grants: $500,000 
Supplies: $225,75 1 
Transport: $50,000 
Services/Personnel: $27,705 
TOTAL BHRJOFDA SPENDING: $803,456 

2 )  -via - FY 90 - Coal Mine Accident (Aleksinac) 



OFDA Funding for the Disaster 
Grants: $10,000 
TOTAL BHR/OFDA SPENDING: $10,000 

OFDA Funding for the Disaster 
Grants: $10,000 
TOTAL BHRfOFDA SPENDING: $10,000 

OFDA Funding for the Disaster 
ServidPemnnel: $259.9 12 
TOTAL BHRtOFDA SPENDING: $259,912 

OFDA Funding for the Disaster 
Grants: $10,000 
TOTAL BHWOFDA SPENDING: $10,000 

OFDA Funding for the Disaster 
Grants: $1,812,496 
Supplies: $872,783 
Transport: $93 1,320 
Serviaslhrsonnel: $143,602 
TOTAL BHRJOFDA SPENDING: $3,760,201 

OFDA Funding for the Disaster 
Grants: $25,000 
TOTAL BHRfOFDA SPENDING: $25,000 

OFDA Funding for the Disaster 
Grants: $26,108,462 
Supplies: $1,106,747 
Transport: $61 4,597 



Services/Personnel: $1,747,493 
TOTAL BHR/OFDA SPENDING: $29,577,299 

A. ICQSovo - 'FY 93 
OFDA Funding for the Disaster 
Grants: $4,989,561 
TOTAL BHRIOFDA SPENDING: $4,989,561 



N. U.S. TRADE AND ENVESMENT INITIATIVES 

The United States continues to use trade and investment as important mcans to support 
Central European efforts to become market economies. Accordingly, the United States has 
granted Most Favored Nation (MFN) status, extended Generolizad System of Preferences (GSP) 
benefits, and removed quantitative restrictions or increased quota levels on many of Central - =ports* 

During fiscal 1994, the United States undertook the following activities to increase trade 
and investrxmt with Central Eurape. 

MOST FAVORED NATION TRADE STATUS 

All references to Title IV below are to Title IV of the Trade Act of 1974, 19 U .S .C. 
2431, et seq., sometimes hown as the Jackson-Vanik Amendment. 

Poland had Most Favored Nation trade status (MFN) at the time of enactment of the 
Trade Act of 1974 and is not subject to the Title IV provisions. The MFN status was suspended 
by Presidential proclamation in 1982 during the period of martial law, but was reinstated in 
1987. A Title N trade agreement was signed with Czecboslovalda in April 1990, and its 
products were accorded MFN treatment in November 1990. Czechoslovakia was graduated from 
Title IV in April 1992 and now enjoys unconditional MFN status. The United States continued 
to extend MFN status to the new Czach and Slovak Republics following the January 1, 1993 
dissolution of Czechoslovakia. Hungary had MFN status under the terms of a Title IV trade 
agreement which first entered into force in 1978. Hungary was graduated from Title IV in April 
1992 and now has unconditional MFN treatment. 

A Title IV trade agreement with Bulgaria was signed in February 1991; MFN tariff 
treatment became effective on November 22 1991, shortly after Congress approved the trade 
agreement. In June 1993, the President determined that Bulgaria is in full compliance with the 
Jackson-Vanik Amendment. A Title IV trade agreement with Albania was signed in May 1992 
and approved by Congress in August 1992. Exchange of diplomatic notes to allow MFN status 
to take effect was completed in November 1992. 

Most Favored Nation s t . s  was extended to Romania in 1975, but was renounced by 
Romania in 1988. A Title IV trade agreement which would restore MFN treatment to Romania 
was concluded in 1992 and approved by Congiess in October 1993. The Prcsiht signad the 
agratment November 17, 1993. 

Public Law 102-1 82, which was enacted in December 1991, rtscinded application of 
Title IV of the Trade Act of 1974 to Estonirr, Latvia and Lithuania and extended unconditional 
MFN status to these thret countries, effective December 1991. 

Former Yugoslavia was not subject to Title IV provisions and enjoyed unconditioned 
MFN status. Products from the former Yugoslav republics of Bosnia and Hemgovina, 
Croatia, Slovenia, and FYROM receive MFN treatment by virtue of the former Yugoslavia 
having had such status. 



Similarly Serbia and Monte- had MFN status by virtue of the former Yugoslavia 
having enjoyed MFN status. HOWCVCT in October 1992 Congress passed and the President 
signed legislation revoking MFN status for Serbia and Montenegro, which art in any event now 
subject to U.S. and UN sanctions. 

GENERAW[Z;ED SYSTEM OF PREFERENCES 

Extension of GSP benefits to Central European countries continuts to play a major role 
in U.S. trade enhancement assistance. The Baltk states, Bosnia, Bulgaria, Cnretk, Czecb 
Republic, Hungary, FYROM, Poland, Slovakia, and Slovenia were GSP beneficiaries 
throughout 1993. Cumntly, GSP eligibility is as follows: 

Hungary was designated a beneficiary country on November 3, 1989. Poland received 
its GSP designation January 9, 1990, and Czechoslovakia was so designated April 29, 1991. 
The separate entities of the Czech Republic and Slovakia continue to receive GSP benefits 
previously extended to Czechoslovakia. Bulgaria was designated a beneficiary country 
December 4, 1991. Estonia, Iatvia, and Lithuania were all designated beneficiaries, effactive 
February 22, 1992. GSP beneficiary status was extended to Albania in July 1993. 

R d  had been a GSP beneficiary, but was removed on March 4, 1987 from GSP 
eligibility because it did not meet worker rights criteria. In 1993 Romania requestad 

. reinstatement of GSP benefits. A review of Romania's eligibility for GSP beneficiary status was 
initiated in November 1993 and was restored to the country in March 1994. 

GSP for Yugoslavia was revoked due to dissolution of the republic. On August 25, 
1992, the President announced his determination that it was appropriate "to designate each of 
the former republics of the Socialist Federal Republic of Yugoslavia other than Serbia and 
Montenegro.. . " as GSP beneficiaries. Products from the former Yugoslav republics of Bosnia 
and Hemgovina, Crorrtia, FYROM, and Slovenia were designated as GSP beneficiaries in 
accordance with that announcement. 

NORMALIZATION OF TRADING RELATIONS UNDER THE GA'IT 

Central European countries' participation in the General Agreement on Tariffs and Trade 
(GATT) as contracting parties complements U.S. efforts to bring these countries into the 
community of market-based economies and reduces barriers to U.S. goods. In negotiating their 
d o n  to the GATI', countries must bring their trade regimes into conformity with the rules 
governing intcmational trade, a step which augments the economic reforms Central European 
governments have initiated. As contracting parties, these countries can also take advantage of 
the liberalizations multing from Uruguay Round of trade negotiations. 

In October 1991, the U.S. Government entered into negotiations with the Polish 
Government to establish a tariff schedule in the context of Poland's ques t  for &on to 
the GATI'. The United States submitted its initial request for the reduction and binding of 
Polish tariffs on selected items and requested that Poland eliminate quantitative restrictions on 
these items and commit to a ceiling binding of 20 percent ad. In addition the United 
States has becn attempting to mitigate the impact of Poland's Association Agreement with the 



European Union, in which it pmvkkd the European Unicm better than MFN tnatmart fat a 
broad range of products. In July 1993, the Government of Poland implcmcnted a pkage of 
tariff suspmsions and tariff rate quotas as a partial response to United Stata complaints about 
these tariff difkmtials. We intend to use Poland's GA'lT rracctSSion ne~osiations to press for 
a pamru~nt soluth. 

The United States supports Hungary's request for reawedon to the GAIT. However, 
Hungary's inability to negotiate specific terms of r e f m a  for reaccession has delayed the 
negotiations. hadequate Hungarian protection of patented products, particularly pharmeceuticds 
has b a problem for U.S. industry. In July 1993 the United States a d  Hungary reached an 
agrecmart on intellactual propaty protection. 

Thc United States also supports GATT accession for Bulgaria and Slovenk. Bulgaria 
was granted GATT o b m u  status in 1967, applied to accede to the standards code in 1980, and 
began official negotiations in 1991 to become a GATT contracting party. The GAIT Working 
Party on Bulgarian -ion held its third meeting in November 1993 in an effort to clarify the 
consistency of Bulgaria's trade regime with GATT norms. US.-Bulgarian bilateral negotiations 
during 1994 proved inconclusive in resolving these GATT norms inconsistencies. 

Slovenia applied for accession to the GATT in July 1992 and &ed to GATT in 
October 1994. In 1994 Croatia and countries of the Baltic State applied for accession to the 
GAIT. 

BILATERAL INVESTMENT TREATIES 

Countries in Central Europe have continued to pursue biiteral investment treaties with 
a wide range of partners. This reflects a growing recognition of the private sector role in these 
countries, the importance of foreign capital in transforming their economies, and the nead to 
establish stable legal frameworks for the prote!ction of investments. 

The basic aims of the U.S. bilateral investment treaty (BIT) program are: 

--To protect U. S. investments abroad, and in particular, to guarantee: national treatment 
for U.S. investments; fret transfa of all funds related to investment; access to international 
arbitration to settle investor disputes with host country governments; freedom from performance 
requirements; and expropriation only under internationally recognized standards and against 
prompt, adequate and effective compensation. 

-To encourage the adoption of market-oriented domestic policies that trcat private 
investment fairly. 

--To support the development of international legal standards consistent with the previous 
two objectives and with our long-held position on the protection that should be afforded foreign 
investors under international law. 

The United States held individual negotiations with Estonia, Latvia and Lithuania 
during the simmer of 1993 on Bilateral Investment Treaties (BITS) with strong provisions 
protecting intellectual property rights and GATT consistent trade agreements. During 1994, the 



U.S. signed a treaty with Estonia and oompldsd negotiations on a t m t y  with Latvia. 

BITS came into force with Roman& (January 1994) and Bulgaria (June 1994) and the 
Business and Economic Relations Treaty with Polmnd, which includes BIT protection, came into 
force in August 1994. (BITS with the Czecb Republic and Slovakh came into force December 
1992.) 

The U.S. began negotiations with Albania, and continued its BIT discussions with 
Lithuania. The USG is very close to agreement on final texts with Lithuania. Albania signed 
a BIT agreement in January 1995. No progress was made in negotiations of a BIT with 
Hungary, which continue to be stalled over Hungary's insistence that it be permitted to take 
unilateral, discriminatory measures for up to ten years to protect infant industries or industries 
undergoing restructuring. The U.S. Government has informed Government of Hungary that 
negotiations cannot resume until Hungary changes its position on this issue. 

TEXIlLE AGREEMENTS 

The United States has bilateral agreements governing trade in textiles with Poland, 
Hungary, Bulgaria, Romania, the Czech Republic and Slovakia. The U.S. also has a 
unilateral quota on one category of wool apparel from FYROM, men's wool suits. 

During 1993, the U.S. and the Czecb Republic and Slovakia negotiated a two-year 
extension of the old Czechoslovakian agreement, which expired in June. The Czechoslovak 
agreement quotas were essentially divided between the two republics. The Hungarian and Polish 
agreements, which expired at the end of 1993 were also extended for two years, but amended 
to include tough anticircumvention language. All three agreements contain high quota levels 
negotiated in 1991 under the Trade Enhancement Initiative 0. 

The Romanian agreement, which contains many very small quotas was exttnded for one 
year with little change. Romania was filling very few of its quotas, in part because of its lack 
of MFN status. At the end of 1993, the Government of Romania requested and d v d  a 
one-year quota extension pending restoration of its MFN status. Now that MFN status has been 
restored, Romania requested consultations and received limited quota increase. in wool apparel 
to take effect before the entry into force of the new WTO agreement. The WTO agreement calls 
for the phaseout of all textile quotas with ten years. 

Bulgaria entered into a new textile agreement with the U.S. in 1993. A call for 
consultations was issued on the basis of market disruption in women's wool slacks. The 
Government of Bulgaria agreed to limits on three categories (women's wool slacks, wool coats, 
and woolen fabric) in exchange for a large limit on the "called" category. 

Our bilateral textile agreement with Yugoslavia expired in 1992. The United States has 
been d v i n g  significant amounts of imports of textiles from Slovenia, Croatia, and most 
notably, FYROM. Imports of men's wool suits from FYROM became subject to a unilateral 
restraint in June 1993. Since the U.S. does not formally recognize FYROM, we were unable 
to negotiate a mutually satisfactory agreement. The quota was extended in June 1994 for an 
additional year. FYROM shipments have slumped in recent months as s result of the Greek 
em bargo. 



OVERSEAS PRIVATE CORPORATION (OPIC) 

The Oversee~ Private Innstmart Corporation (OPIC) is committed to providing loan . 
guamntie and insura~x &as to the nations of Eastem Ewope as part of the Clinton 
Administration's support of privatization, market reform, and democratizption in those countries. 
OPIC programs am available in 13 SEED Act countries, including Albania, Bulgaria, Croatia, 
Czech Republic, Estorria, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia, and Slovak  

OPIC has a major role in assisting U.S. companies investing in the region, having 
provided approximately $1.5 billion worth of investment assistance to date. OPIC has alnady 
provided finance, insurance, and/or investor services in 10 SEED Act countries, including 
Bulgaria, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia, 
and Slovenia. 

OPIC provides the following services in SEED Act countries: 

Finance: OPIC's finance department operates like an investment bank, customizing and 
s t ~ ~ t u r i n g  a complete financial package for each project. OPIC currently has 13 projects in five 
SEED Act countries totaling more than $373 million. 

Insurance: OPIC's insurance department provides political risk insurance against loss 
by expropriation, currency nonconvertibiiity, and political violence. OPIC currently has 55 
projects in SEED Act countries totally more than $1.1 billion. 

Investor Services: OPIC's investment development department sponsors missions for 
U.S. businesses exploring investment opportunities. Over 250 American executives have 
participated in OPIC invcstment missions to Bulgaria, Czech Republic, Estonia, Hungary, 
h t v h ,  Lithuania, Poland, Romania, and Slovakia. 

EXPORT-IMPORT BANK OF THE UNITED STATES 

Eximbank is an independent U.S. government agency whose mission is to facilitate the 
export of U.S. goods and services by providing a variety of short and medium term insurance 
programs and medium and long term loan/guarantae programs to supplement those available 
from commercial sources. Eximbank is directed by law to find reasonable assurance of 
repayment in all of its undertakings. 

Albania: Eximbank had not opened in this market as of fiscal year end 1994. 

Bosnia-Herzegovina: Eximbank had not opened in this market as of fiscal year end 1W. 

Bulgaria: Eximbank opened for short term wver in Bulgaria in September 1% 1. As 
of fiscal year end 1994, Eximbank was open for short and medium term cover for public sector 
transactions. 

Czech Republic: Eximbank opened for general cover in C~hoslovakia in March 1990 



and subsequently opened in the Czech Republic following partition in January 1993. At that 
time, all Eximbank exposure devolved to the Czech Republic. In March 1994, Eximbank 
authorized $317 million in long-term guarantses for the sale of equipment and nuclear fuel to 
the Czech Republic to upgrade the safety d reliability of a Sovietdesigned VVER-1000 
nuclear power plant under amstruction near Ternelin. In another transaction approved in June, 
the Bank provided a $12.5 million guarantee for the sale of environmental equipment and a 
waste trtatment plant. 

Croatia: All Eximbank programs, available in Yugoslavia since the early 1960s, were 
closed in June 1991. Eximbank had not opened in Croatia as of fiscal year end 1994. 

Estonia: Eximbank opened for short term cover in Estonia in April 1992. At the end 
of fiscal year 1994 it was open for general cover. 

Former Yugoslav Republic of Macedonia (FYROM): All Eximbank programs available 
in Yugoslavia since the early 1960s, werc c l o d  in June 1991. At the end of fiscal year 1994 
Eximbank was not open in this market. 

Hungary: Eximbank opened for general cover in April 1979. In fiscal 1994, 
Eximbank's short-term insurance programs- helped U.S. exporters sell $ 1.9 million in good and 
services to Hungary. 

Law. Eximbank opened for short term cover in Latvia in April 1992. As of the end 
of fiscal year 1994, Eximbank was open for general cover in the public sector and short and 
medium tmn business in the private sector. 

Lithuania: Eximbank opened for short term cover in this markct in April 1992. It was 
open for general cover in the public sector and short and medium term business in the private 
sector at the end of fiscal year 1994. 

Poland: Eximbank reopened its short term trade credit insurance programs for Poland 
in March 1990. Its medium term insurance program and medium term loan and guarantee 
programs were reopened in May 1990. As of the end of fiscal year 1994 Eximbank was open 
for g e d  cover in this market. In fiscal 1994, Eximbank authorized $100 million in two 
long-term guarantees to support the sale of one Boeing 737-500 aircraft and one Boeing 
767-300cr aircraft to LOT Airlines. With these transactions, Eximbank now supports 11 of the 
18 aircraft in LOT'S fleet. 

Romania. Eximbank opened for short term cover in March 1992. As of the end of fiscal 
year 1994 Eximbank was open for short and medium term cover in the public sector. 

Serbia-Montenegro: All Eximbank programs available in Yugoslavia since the early 
1960s werc closed in June 1991. Eximbank was not open in this markct at the end of fiscal year 
1994. 

Slovakia: Eximbank opened for general cover in Czechoslovakia in March 1990 and 
subsequently opened in Slovakia following partition in January 1993. 

Slovenia: All Eximbank programs available in Yugoslavia since the early 1960s, werc 



closed in June 1991. At the end of fiscal year 1994 Eximbank was open in this market for short 
term in the public sactor and for general cover in the private sector. 



EXIMBANK CUMULATIVE OUTSTANDING EXPOSURE 
IN SEED-RECJmENT COUNTRIES 

Insurance/loans/Guarantees Booked through September 30, 1994 

Albania -. - - - Closed 

Bosnia-Herzegovina - (45)* (so)* Closed 

Bulgaria - -- - Open STIMT 
Pub. sec. (1) 

I 

Croatia 1 - 1 (128)* 1 (125)* 1 Closed 

Czech Republic 196 263 593 open 

Estonia - 1 - open (2) 

FYROM -- (m* (79)* Closed 

I -- I 127 1 124 I open 
Latvia I -- 

Lithuania - 40 

Poland 647 649 

Romania 

Serbia-Montenegro I -- 
Slovakia I -- I - 
Slovenia 

Open exc. LT 
Priv. sec. 

open 

Open STIMT 
Pub. sec. (3) 

Closed 

open 

Open ST Pub./ 
Gen. Priv. 

khort tcrm (ST) cover represents insurance programs under one year. Med 
I I I I 

ium term (MT) covc 
represents both insurance and loanlguaran& programs with maximum maturities of five to seven 
years. 

* Includes debt of the former Yugoslavia apportioned to the various republics. 

(1) Effective November 13, 1994 Eximbank opened long term in the public sector for Bulgaria. 

(2) Effective November 13, 1994 Eximbank is no longer open long term in the private sector 
in Estonia. 

(3) Effective November 13, 1994 Eximbank is open long term in the public sector for Romania. 



U.S. TRADE AND DEVELOPMENT AGENCY ACTIVITIES 

The U.S. Trade and Developmt A g a q  W A )  has an active program in Central 
Eumpe. Since the program began in 1989, TDA bas app~ovad $43.83 million in p t s  for 
f#dbility studies, business p h s ,  technical assistance, spaciolizad training Pnd c o a f m .  
Rejects associated with these activities offer a potential of over $3.8 billion in U.S. exports. 
To date, 21 projects have already produced a total of over $430 million in U.S. exports. 

In FY 94, TDA funded over 90 separate activities. for example, TDA approved grants 
for the devdopment of the coal mining sector, and power plant privatization in Poland. In 
Romania, TDA misted a private company to develop the capability to manufacture liquid drink 
containers. In Slovakia, TDA provided a grant for the development of a private health csule 
facility, and in Hungary, TDA assisted with the development of a management information 
system for the Parliament and the Ministry of Foreign Affairs. 

In addition to funding feasibility studies and business plans, TDA funded several 
specialized confertncts and industry sector orientation visits to the United States of Central 
European officials. Some of these initiatives were in support of President Clinton's pledged 
commitment to help build the infrastructure in the region with the help of the U.S. private 
sector. 

In support of regional transportation development, TDA funded an airspace management 
amfemce in Seattle in May and a highway development conference in Budapest, Hungary in 
June. Repmmtatives from 15 countries and U.S. industry participated in the conftrences. 

An effort is underway to assist the Ballran countries in the development of their 
transportation infrastructure. TDA has provided feasibility studies for airport development and 
air traffic control in FYROM and Bulgaria. Bridge and rail projects in both of these countries 
also are being considered. 

TDA also is supporting projects that promote regional integration. We recently provided 
funding for an electric power grid control system feasibility study for Estonia, Latvia, and 
Lithuania. The study will help the three countries to manage electricity sharing. 

Due to increasing demand from Central European project sponsors and U.S. industry, 
TDA provided more support in FY 94 to private sactor investor projects. These projects are 
increasingly important given the shortage of Central European foreign exchange and capital to 
modernize. TDA has identified many private investor projects that have excellent U.S. export 
potential. A special publication was prepared for the January 1995 White House Conference on 
Trade and Investment in Central Europe which highlights the viability and the U.S. export 
potential of many of these opportunities. In the coming year, we will continue to support U.S. 
joint-venture projects and work with those Central European industries that have been privatized. 
We will also work directly with the municipalities which arc responsible for their own budgets 
and foreign contracting. TDA will lend support to U.S. investments where the project sponsors 
arc willing to cost-share the feasibility study. U.S. companies are incncasingly questing TDA 
help in overcoming strong West European competition and the risks associated with working in 
emerging markets. 

TDA's sector focus is not expected to shift significantly. The energy, transportation and 



telecommunications sectors will continue to be important, although we expect to see more 
projects associated with manufacturing and information and process control technology. 

There also is increasing demand for TDA to provide financial engineering assistance to 
those Central European enterprises that plan to make capital investments. There are looking to 
TDA to help package projects for possible U.S. EXIM Bank, commercial, and multilateral 
development bank financing. TDA will continue to work closely with the respective U.S. 
Enterprise Fund managers in the region. 

USAID has transferred a total of $14.59 million to TDA, mostly through the American 
Business Initiative (ABI) program. TDA used $29.24 million of its own program funds for 
activities in the region. In total, $43.83 million has been provided for feasibility studies, 
technical assistance, and conferences. 

TDA FUNDING IN CENTRAL EUROPE 
($$ mil) 

FY 94 USAID TRANSFER TO TDA FOR CENTRAL EUROPE 

Bulgaria ATC Navaids and Radar 
94-777 \ $160,000 (to be obligated in January 1995) 

Bulgaria Telecom 
$406,000 (to be obligated in January 1995) 

Estonia VSAT and International Gateway Telecom 
94-81 1B $100,000 (to be obligated in January 1995) 

Hungary Government Informatics 
94-737B $220,000 (to be obligated in January 1995) 

Latvia Automotive Manufacturing 



95-710A $70,000 (to be obligated in January 1995) 

Lithuania h a a f t  Maintenance Facility 
94-827 S lS0,oOO (obligated November 1994) 

FYRoM SkopjdOhrid Airports 
94-767 $205,000 (obligated July 1994) 

FYROM Airport Investment and Revenue Generation 
94-767B $l4S,ooO (obligated July 1994) 

FYROM Air Traffic Control optrations and Management 
94-768 $1 34,6 14 (obligated July 1994) 

Poland Civil Aviation Financing Plan 
!M-707D $75,000 (obligated July 1994) 

Poland Civil Aviation Procurement Assistance 
90-707E $425,000 (obligated July 1994) 

Romania Oradea Airport Development 
94-799B $430,000 (obligated November 1994) 

Slovakia Telccom ATM 
$135,828 (to be obligated in January 1995) 

(TDA will contribute an additional $387,172 towards this study.) 

Slovenia Telccom Network Management Center 
94-759B $22 1,058 (obligated September 1994) 
(TDA contributed an additional $61,942 towards this study.) 

Europe Regional Seattle Aviation Industry OV 
94-758 $ 122,500 (obligated July 1994) 

TOTAL TRANSFER: $3 MILLION 



V. INTERNATIONAL INSITKJTIONS AND INITIATIVES 

ORGANIZATION MIR ECONOMIC COOPERATION AND 
DEVELOPMENT (OECD) ASSISTANCE EFF'ORTS 

IN CENTRAL EUROPE 

The O E D  established the Center for CooperPtion with Ecotw,mits in Transition (CCEI) 
in March 1990 to assist the reforming countries of Central Europt in establishing pluralist 
democracies and making the transition to market economies. Since its inception, the CCET has 
expanded beyond central Europt to include Russia and the other NIS. 

In June 1991, the OECD founded the "Partners in Transition" (PIT) program, a CCEI' 
effort to channel OECD policy advice and opportunities for participation in OECD meetings to 
countries which had achieved significant reforms. The current PIT members are Poland, 
Hungary, the Czech Republic, and Slovakia. The PIT program was designed to concentrate 
assistance in areas where the OECD had a "comparative advantage:" e.g., country economic 
reviews, economic policy dialogue on both macro and structural issues, and competition policy. 

At its 1994 Ministerial meeting, the OECD endorsed beginning membership negotiations 
with the four PIT countries. To become an OECD member, a country must meet objactive 
criteria laid out in formal Codes of Libaalization and OECD Decisions governing the h e  
movement of capital, treatment of foreign investors, and the environment. All four PIT 
awntries are now preparing for accession examinations and arc well into the process. 

In FY 95, the U.S. share of the 1994 CCET budget - approximately $4.5 million at 
current exchange rates -- was unchanged in real terms fnom 1993 and was funded out of the 
Contributions to International Organizations (C10) acoount. The 1995 CCET budget will again 
be held to zero real growth. Even with no red growth, new activities for the central European 
region arc going forward. They include substantial funding for a new program of technical 
assistance for Bulgaria, Romania and Slovenia. Given budget constraints, however, it is not 
realistic to expcct large new CCET initiatives in the near future. 

A number of CCET programs have been praised by participating countries for stimulating 
the transition to a market economy. These include tax assistance training provided by four 
regional tax centers, public administration courses provided in conjunction with the European 
Union, and numerous seminars on issues related to privatization and sectoral development. 

The OECD also conducts in-depth country economic reviews of the CEE countries, 
faussing on thost sectors most important in the overall reform process. The Data Register, a 
data bank tracking technical assistance provided by G-24 countries, has been useful in preventing 
duplication of assistance efforts. However, there is room for streamlining and improving the 
Register, and, at the request of the U.S. and other members, the OECD is undertaking an audit 
of the Register early in 19%. 

EUROPEAN BANK F'OR RECONSTRUCTION AND DEVELOPMENT 
OEBRD) 

The EBRD formally came into existence on March 28, 1991. It was created to support 



market-oriented economic reform and democratic pluralism in Cerrtml Eumpe, including the 
f m e r  USSR. All SEED rscipient countries, except Bosnia-H-ovirur and 
Serbia-Montenegro, rn members of the EBRD. 

The EBRD is unique among multil2tml development banks in its private ator  focus and 
inclusion of political conditionality. By char&cr, the EBRD is required to devote 60 percart of 
its rcswccs to the private sector. As of September 1994,63 percent by value and 75 percent 
by volume of Bank commitments were to the private sector. After five years of operation, the 
EBRD is supposed to meet the 60 percent private sector lending criterion in each country, as 
well as in its ovcraU portfolio. Among the SEED countries, over 60 percent of commitments 
am already to the private sector in Albania, the Czech Republic, Hungary, Poland, and the 
Slwak Republic. 

Through the end of FY 1994, the EBRD had made cumulative commitments to SEED 
countries of appmximately ECU 3 billion out of total EBRD commitments of about ECU 4.5 
billion. Poland and Hungary rank second and third in garnering EBRD commitments; Russia 
is first. 

During 1994, EBRD President Jacques de Lamiere achieved well-desemed success in 
restoring international support for the EBRD after the considerable internal turmoil of 1993. 
The Bank has b a n  reorganized around country teams and has adopted a zero-growth budget. 
In 1995, the EBRD will continue to move forward with revisal operational priorities that 
accompanied the Bank's administrative reorganization. These priorities include: increasing 
geographic diversity of lending; increasing support of local private sectors; building on the 
Bank's comparative advantages such as expertise in financial sector development; and 
strengthening the Bank's local presence. The EBRD has local offices in a number of SEED 
countries: Warsaw, Poland; Prague, Czech Republic; Bratislava, Slovakia; Budapest, Hungary; 
Sofia, Bulgaria, Albania; and Bucharest, Romania. An office in Ljubljana should open 
in early 1995. 

U.S. contributions to the EBRD were $70 million in FY 1991, $69 million in FY 1992, 
$60 million in FY 1993, and zero in FY 1994. At the end of FY 1994, the U.S. was in arrears 
to the Bank for its annual contributions in the amount of $81.1 million. $69.2 million was 
appropriated for FY 95. 



Albania 
Bosnia-Henegovina 
Buw-ia 
cfmia 
Czech Republic 
Estonia 
Hungary 
htvia 
Lithuania 
FYROM** 
Poland 
Romania 
Serbia-Mon tenegro 
Slovak Republic 
Slovenia 

34 
not a member 
131 
18 

359 
99 
603 
5 1 
82 
43 

746 
413 
not a member 
242 
234 

TOTAL 3055 

As of September 30 one ECU equalled 1.24 U.S. dollars 
**Former Yugoslav Republic of Macedonia 

INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT (IBRD) AND INTERNATIONAL 

DEVELOPMENT ASSOCIATION (IDA) 

The World Bank (IBRD) approved $1.5 billion in loans to Central Europe in 1994. Since 
1990, the Bank has approved $10 billion in loans for the regim. It remains the single largest 
official source of external financing for governments in Central Europe. 

Albanin joined the World Bank in October 1991 and was judged eligible for conccssional 
IDA credits. The Bank is advising on economic reforms, helping to build institutional capacity, 
and preparing a variety of investment projects in infrastnrcturt. In 1994, the IDA approved 
projects in school and water supply rehabilitation, labor development, housing, and social safety 
net development. 

Since Bulgaria became a member in September 1990, the World Bank has provided 
assistance in four main areas: policy advice and institution-building, finding a solution to 
Bulgaria's debt problem, investment lending, and aid coordination. In 1994, the IBRD approved 
l m s  for agricultural development as well as wakr company restructuring and modernization. 
In 1995, the Bank plans to consider loans for irrigation restmcturing and rehabilitation, 
structural adjustment, railway and energy, rehabilitation, health sector restmcturing, employment 
and social protection, education, and financial and enterprise sector adjustment. 

The IBRD approved a loan in 1994 to Croatia for emergency reconstruction and is 



considering loans in 1995 for highways and health sector projects as well as private farmer 
support services. 

Czeebdovakla rejoined the World Bank in September 1990, receiving a $450 million 
Structural Adjustment Lrwn (SAL) in 1991. 

A $246 million loan for electric power and environmental improvemmt was approved in 
1992 and has since be assumed by the Czcch Republic, after the Czech and Slovak republics 
became separate members in 1993. The Bank is emphasizing privatization and market 
development, restoring competitiveness, and facilitating access to private capital markets. In 
1994, the IBRD guaranteed an $80 million telecommunications loan. 

Estonia joined the Bank in June 1992. In 1994, the Bank approved loans for highways 
maintenance and district heating rehabilitation projects. Projects under preparation for 
consideration in 1995 include urban transport, housing development, environmental protbction, 
health, agriculture and forestry, and financial institutions development. 

Hungary has been a member of the World Bank since 1982. The Bank's efforts have 
focussed on creating a market-oriented economy conducive to private sector development. In 
1994, the Bank agreed to scrve as guarantor for a $100 million energy and environment project 
loan. Projects under preparation for 1995 include loans for municipal sewerage, enterprise and 
financial sector adjustment, and urban transport. 

Lotvia joined the Bank in August 1992. The Bank approved a loan to Latvia in 1994 for 
agricultural development and is considering loans in 1995 for municipal seNicts development, 
the environment, enterprise financial scctor restructuring and privatization, the Jelgava district 
heating project, and health and social protection. 

Lithuania joined the Bank in July 1992. In 1994, the Bank approved a $25.4 million loan 
to Lithuania for power rehabilitation. The Bank is considering loans in 1995 for highways, 
geothermal power development, housing, social security, the environment, agriculture, power 
rehabilitation, and enterprise and financial sector assistance. 

The Fonner Yugoslav Republic of Macedonia (FYROM) has a number of Bank loans 
apportioned from the break-up of Yugoslavia. The Bank approved a $68.9 million mixed 
IBRDIIDA loanlcredit for economic recovery in 1994 and is preparing to consider, in 1995, 
loans for structural adjustment, health sector transition, transit facilitation, social reform, private 
farmer support services, industrial development, financial and enterprise sector adjustment. 

Poland rejoined the Bank in 1986. The Bank's assistance strategy focuses on support for 
economic transition, privatization, financial sector refonn, institutional development, and 
improvement of social d c t s .  The Bank approved a loan for forest development support in 
1994 and is considering several loens in 1995, including Katowice district heating, power 
privatization, water supply and sewerage, education mtmcturing, power transmission, 
telecommunications restructuring, energy cogeneration, and coal scctor adjustment operations. 

Romania has been a member of the Bank since 1972. Loans approved in 1994 included 
loans for industrial development, petroleum sector rehabilitation, and education rcform. For 
1995, the Bank is considering loans for agriculture sector adjustment, railway rehabilitation, 



higher education, cadastre and land registration, oil and gas development, follow-on industrial 
development, private and farmer enf#prist support, employment and social protection, 
tckcommunicati<~19, lad government development, powa sector dmbilitation, fhncial and 
enterprise sector adjustment, and industrial development finance operations. 

The Bank approved a $80 million eumornic mmmy loan for the Slovak Rcpublic in 
1994. For 1995, the Bank is considering loans for labor rtstructuring, health sedor nfm, 
housing, fomstq development, and power transmission. 

In 1994, the Bank approved an enterprise and financial sector adjustment loan for Slovenia 
and will consider loans for invatmat mvery  and the environment in 1995. 

The Bank suspended new lending to Yugoslpv& upon dissolution of that country. When 
the conflict erupted, three loans that had becn signed were not yet effective. Implementation of 
two of these loans was postponed ($292 million for highways in several regions and $30 million 
for a power plant in Serbia) and a railway loan was cancelled. 

IBRD UDAN AND IDA CREDIT APPROVAIS 
~ 0 0 s  of U*S*$) 

Cumulative 
Approved Appmed Approved Approvals 

1992 1993 1994 as of tit30194 

Albania 
Bu1garia 
Czechoslovakia 

Czach 
Slwak 

Hungary 
Poland 
Romania 
Estonia - 
Lithuania 
Bosnia- 
Henegovina 
Croatia 
FYROM 
SerbWM 
Slovenia 
Yugoslavia 

Total 1567.1 2005.4 1473.5 16154.5 

Source: 6/30/94 IBRD Statement of Loans and Credits and previous reports 
Notes: Cumulative total approvals include all approvals since the World Bank's creation in 
1944, while amounts actually disbursed and repaid vary by country. The World Bank's fiscal 
year runs from 7/11 to 6/30. 



INTERNATIONAL FINANCE CORPORATION (IFC) 

The XFC's efforts in Central Ewope focus on promoting priMttzatHnr . . 
Cm part - 

joint venturw with fortign p9ttnen,) advising gwmments and state enterprises on privatization 
and restructuring, assisting the development of capital markets, and providing legal and technical 
advice on a wide range of corporate and financial issues. The IFC approved a number of 
regional projects in 1994, including several investment, development, and venture capital funds. 
The IFC provides technical assistance and advisory services, fraquently through its Foreign 
Investment Advisory Service, to many of the states in the region. 

Albania joined the IFC in October 1991. The IFC is supporting private sector 
development through helping to arrange joint ventures with foreign partners. Currently it is 
working on projects in mining and in the tourism sector. 

The IFC has two long-standing investments in Bosnia-Hemgovirur for industrial 
equipment and machinery and for timber, pulp and paper. 

Since Bulgaria became a member in 1991, the IFC has helped design privatization 
strategies for several companies and has been working on creation of a joint-vcnturt bank. Now 
that privatization and foreign investment laws are in place, the IFC plans to act as a catalyst to 
bring about joint-venture investments in agri-business, light industry, and mining. In 1994, the 
IFC approved investments in a venture capital fund. 

Czechoslovakia became a member of the.IFC in September 1990. The IFC is financing 
projects that promote private and foreign investment and is providing specialized technical 
assistance on privatization strategy. The IFC helpad the government draft securities legislation 
and provided advice on mass privatization and mation of a stock exchange. 

In 1994, the IFC approved five investments in the Czech Republic, including a car wheel 
htory, two building products plants, a glass container factory and a newspaper project. 

Estonia, Latvia, and Lithuania joined the IFC in.rnid-1992. The Foreign Investment 
Advisory Service operated by the IFC is studying the foreign investment framework in all three 
countries and making recommendations for improvements. 

Estonia saw its first IFC project approval in 1994 for a cement production fgctory 
investment. 

Hungary became a member of the IFC in April 1985. The IFC is promoting joint 
ventwes with fortign partners and participated in the fust foreign investment (venture capital) 
fund in Hungary. The IFC approved investment in 1995 in a malt production plant, a 
telecommunications company, a from foods plant, a local telephone network, and a digital 
cellular telephone system. 

The IFC's investment in the Former Yugoslav Republic of Macedonia (FYROM) in 
an automotive and accessories factory dates back to 1982. 

Poland joined the IFC in 1987. The IFC's strategy is to support efficiently-run, 
economically viable projects and to help develop Poland's capital markets. The IFC approved, 



in 1994, investmmts in a d b a d  methane gas evaluation, a s p d a k d  factoring company, a 
modern pulp and paper mill, meat processing plants, and a privately owned telecommunications 
network. 

AltJmgh a member of the World Bank since 1972, Romania did not join the IFC until 
1990. 'h IFC is providing technical assistance in the financial sector, including the 
development of a stock exchange and securities exchange commission. In 1994, the IFC 
approved an investment the first leasing company in Romania. 

In 1992 the IFC provided technical assistance to the Republic of Slovenia's Privatization 
Agency and Development Fund for a pilot Privatization program. In 1994, the IFC approved 
investments in Slovenia for investing in international factoring, leasing, and for on-lending 
through banks. 

IM= PORTFOLIO AS OF JUNE 30, 1994 
(millions of US) 

Albania 
Bulgaria 
Czech 
Hungary 
Poland 
Romania 
Estcmia 
Latvia 
Lithuania 
Bosnia-Hen 
FYROM 
Slovenia 
Yugoslavia 
(ScrbialMon tenegro) 
Regional 
Total 

Lmns 

0 
0 

71.7 
82.1 

120.9 
4.6 
6.0 
0 
0 

13.8 
4.3 

60.7 
77.6 

0 
441.7 

Total 

Source: 1994 IFC Annual Report 
Notes: The IFC's fiscal year runs from 711 to 6/30. 



INTERNATIONAL MONETARY FUND 

The International Monetary Fund (IMF) provided strong fituurcial and technical support 
for stabilization and market- oriarted reforms in Central Europe during FY 1994. IMF 
adjustment progms totaling some $2.5 billion in program commitments were approved. These 
funds arc provided by the IMF over the duration of the programs, provided the borrowing 
country meets performana targets and implements promised refms.  

Countries in the region participated in a range of IMF programs. Bulgaria, Croatia, and 
Romania were all approved for support prognuns combining the resources of stand-by 
arrangements (the Fund's main stabilization window), and the Systemic Transformation Facility 
(a temporary window especially for countries facing balana of payments difficulties multing 
from the transition from centrdly-planned to market-based trade). The Fund continued support 
to Poland and Slovakia through new stand-by arrangements, and expanded its support for 
Lithuania through the Extended Fund Facility (similar to the stand-by arrangement with longer 
repaymen t terms). 

Albania continued its reform program with the support of a three-year, $61 million 
Enhanced Structural Adjustment Facility (ES AF) . 

Bosnia-Herzegovina has not been admitted to the IMF at this time, due to unresolved 
issues stemming from the breakup of the former Socialist Federal Republic of Yugoslavia 
(WRY). 

Bulgaria rcceived a new lZmonth, $202 million stand-by arrangement, as well as a loan 
for $169 million under the Systemic Transformation Facility on April 1 1, 1994. 

Croatia obtained support for its reform program through an 18-month, $95 million 
stand-by arrangement, and an initial drawing of $95 million under the Systemic Transformation 
Facility, on October 14, 1994. 

Tbe Czecb Republic made good progress under its stand-by arrangement, repaying all of 
its obligations to the IMF in Octobcr, 1994, well ahead of schedule. 

Estonia continued its reform efforts and has shown good performance under its stand-by 
arrangement and Systemic Transformation Facility programs ($17 million and $34 million 
respectively), approved in 1993. Estonia has drawn only $3 million of its available stand-by 
funds, and may not need to maire any further purchases under this arrangement. 

Hungary was approved for a 15-month, $493 million stand-by anangement in September, 
1993. After an initial purchase under stand-by of $82 million, Hungary did not seek further 
purchases, and the program was suspended in December 1993 as Hungary's budget and current 
account deficits exceeded the established performance targets. 

Latvia continued its reform efforts and has made good progress under its stand-by 
arrangement and Systemic Transformation Facility programs ($33 million and $66 million 
mpcctively), approved in 1993. 

Lithuania received a $38 million loan under the Systemic Transformation Facility, and 



was PgPrOVtd for a 17-month stand-b y arrangement for the same amount on October 22, 1993. 
The stand-by arrangement was cancelled and replaced with a threeyear Extended Fund Facility 
for $195 millicm on October 24, 1994. 

Tbe Formv Y u g d a v  Repubk of Macedonia (FYROM) joined the IMF on December 
14, 1992 with a quota of $69 million. FYROM received a $36' million loan under the Systemic 
Transformation Facility on February 11, 1994, and is working with the IMF on a stand-by 
arrangement. 

Polrrnd received a new 19-month stand-by anangernent on August 5, 1994 for $1.005 
billion. This arrangement succeedad Poland's previous stand-by anangernent, and was tailored 
to support the government's commercial debt reduction and rescheduling agreement. 

Rormrnirr received a new 19-month stand-by arrangement on May 11, 1994 for $191 
million, in addition to its 1993 $547 million loan under the Systemic Transformation Facility. 

Serbia and Monte- has not been admitted to the IMF at this time, due to unresolved 
issues stemming from the breakup of the former Socialist Federal Republic of Yugoslavia 
(SFRY). 

Slovakia was approved for a 20-month stand-by arrangement on July 22, 1994 for $168 
million, in addition to a second credit for $93 million under the Systemic Transformation 
Facility. In July 1993 Slovakia mcived its first loan of $93 million loan under the Systemic 
Transformation Facility. 

Slovenin joined the IMF on Ikcember 14, 1992 with a quota of $21 1 million. Slovenia 
has not needad IMF financial assistance to date. 



Countrv 

Albania 

Bulgaria 

Croatia 

Estonia 

Latvia 

Lithuania 

FYROM 

Poland 

Romania 

IMF PROGRAMS IN CENTRAL EUROPE 
(US $1 = SDR 1.a 

SBA: 08/26/92 - 08/25/93 $ 29 million 
(CancclldReplacad by ESAF) 
ESAF: 07/14/93 - 071131% $ 61 million 

SBA: 03115191 - 03/14/92 $ 405 million 
SBA : 04/17/92 - 04/16/93 $ 225 million 
SBA: 0411 1/94 - 03/31/95 $ 202 million 
STF: 04/11/94 - 03/31/03 $ 169 million 

SBA: 10/14/94 - 04/13/% 
STF: 10/14/94 - 10/13/95 

SBA : 091 16/92 - 09/15/93 
SBA: 10127193 - 03/26/95 
STF: 10127193 - 05/15/94 

SBA : 05/16/88 - 06/30/89 
SBA: ' 031 14/90 - 0212019 1 
EFF : 02/20/91 - 02/19/94 

(SuspendedlRepW by SBA) 
SBA: 09/15/93 - 12/14/94 

(Suspended) 

SBA: 09/14/92 - 09/13/93 
SBA : 12/15/93 - 031 14/95 
STF: 12/15/93 - 12/14/94 

SBA: 10/21/92 - 9120193 
SBA : 10122193 - 0312 1/95 

(CancelledReplaced by EFF) 
STF: 10/22/93 - 031 15/94 
EFF: 10/24/94 - 10123197 

STF: 02/11/94 - 02/10/95 

EFF: 04/18/91 - 03/08/93 
SBA: 03/08/93 - 04/08/94 
SBA: 08/05/94-03/04/% 

SBA: 06/15/81 - 01/31/84 
SBA: 04/11/91 - 04/10/92 
SBA: 05/29/92 - 03/28/93 

$ 95 million 
$ 190 million 

$ 41 million 
$ 17 million 
S 34 million 

$ 385 million 
$ 231 million 
S 1 ,6 15 million 

$ 493 million 

$ 80 million 
$ 33 million 
$ 66 million! 

$ 83 million 
$ 38 million 

$ 38 million 
$ 195 million 

$ 36 million 

$ 1,775 million 
$ 690 million 
$1,005 million 

$1,599 million 
$ 552 million 
$ 455 million 



SBA: 051 1 1/94 - 12/10/95 S 191 million 
STF: 05/11/94 - 05/1W95 S 547 million 

SI1F: 06/27/93 - 06/26/94 S 187 million 
SBA: 07/22/94 - 03/21/96 S 168 million 

Note: SBA: Stand-by Arrangement 
EFT: Extended Fund Facility 
STF: Systemic Transfotm8tion Facility 
ESAF: Enhanced Structural Adjustment Facility 

POLISH STABILIZATION FUND/BANK PRIVATIZATION FUND 

In 1989, the Unitad States took the initiative to mobilize $1 billion from the international 
community to establish the Polish Stabilization Fund to bolster Poland's foreign exchange 
rcscwes and permit the Government of Poland to makc its currency convertible, a critical step 
in the process of economic reform. Under the SEED Act of 1989, the United States contributed 
$199.1 million and seventeen other bilateral contributors provided $825 million. 

In 1993, the Polish government and the bilateral contributors together agreed that the 
stabilization fund had served its purpose and allowed it to expire. In its place, they established 
the Polish Bank Privatization Fund (PBPF), which is intended to support the Government of 
Poland's efforts to recapitalize, restructure and privatize its state-owned commercial banks in 
accordance with a program designed in association with the World Bank. A number of donors, 
including the U.S . , transferred their contributions from the Stabilization Fund to the PBPF. To 
&te, a total of $425 million has been deposited in this new fund. In addition, the World Bank 
has committed $450 million to the privatization program under its own Enterprise and F i c i a l  
Sector Adjustment Loan. 

Disbursements from the PBPF are linked to compliance with Poland's IMF program, 
successful implementation of the World Bank's FESAL, and development of a timetable for the 
privatization of Poland's banks. As of the close of 1994, no disbursements had yet taken place 
from the PBPF. Polish bank privatization is, however, moving forward and an initial draw 
down is anticipated in 1995. 

DEBT REDUCTION AND RESCHEDULING 

Pursuant to the authority granted under Section 579 of the Foreign Operations, Export 
Financing and Related Programs Act of 1991, the United States, on April 21, 199 1 joined with 
other Paris Club creditors in agreeing to a 50 percent reduction (in net present value terms) of 
Poland's offkial debt. This agreement, which reduces Poland's debt to western countries by 
about USD 16.5 billion in present value terms, was implemented in two stages: 

-- In the first stage, implemented in 1991, creditor countries chose between three options 



(principal reduction, interest reduction, or interest capitalization) to reduce by 30 percent 
the net present value of Poland's official debt. 

In the second stage, implemented in April 1994, the same three options reduced the net 
present value of Poland's debt by a fwther 20 perca~t, provided Poland's complied with 
its IMF agreements and sought a comparable debt reduction agrament from its 
commercial bank creditors. Poland remained in compliance with its Fund program, and 
its commercial creditors committed to the govmmart's financing proposal in May 1994, 
and signed a debt rescheduling and reduction agreement in September. The bank 
agreement provided for a 49 percent debt reduction on net present value basis, including 
interest arrears, and was judged by Paris Club crediton to be broadly comparable to the 
official debt reduction agreement, as well as unprecdcnted for a commercial creditor 
reduction program. 

At the time of the 199 1 Paris Club agreement, the USG also announced that it would 
increase its debt reduction for Poland above and beyond the amount agreed in the Paris Club to 
70 percent on net present value basis, including a swap of 10 percent of that debt to enable 
Poland to establish and fund a Polish environmental foundation. With Poland having met all of 
the conditions of the Paris Club agreement, the USG has forgiven about USD 2.4 b i o n  of 
Poland's original USD 3.7 billion debt to the United States. 

In April 1994, the Paris Club agreed to reschedule Bulgarian official debt for the third 
time. The first was in April 1991; the second, in December 1992. The United States is not a 
creditor to Bulgaria, however, and did not participate in the rescheduling. For the same reason, 
the United States also did not participate in the Paris Club's December 1993 rescheduling of 
Albania's debt. 

6-24 PROCESS AND COOPERATION 

International assistance to Central Europe is coordinated through the Group of 24 (G-24), 
made up of all members of the Organkation for Economic Coopaation and Development. The 
European Commission serves as sclcrctariat for the G-24 process. 

The G-24 process was launched at the July 1989 (3-7 Summit in Paris to support reform 
in Poland and Hungary. The G-7 extended the mandate of the G-24 to other countries in the 
region at the July 1990 Summit in Houston. Czechoslovakia, Bulgaria, Romania, and 
Yugoslavia were added in 1990, followed by Albania and the Baltic states in 1991. To be 
eligible for G-24 assistance, a country must demonstrate progress in the following five areas: 

-- adherence to the rule of law; 
- respect for human rights; 
- adoption of a multi-party political system; 
-- holding of free and fair elections; 
- adoption of a rnarket-oriented economy. 

Cumntly, the G-24 coordinates assistance to the following countries: Albania, Bulgaria, 
Czech Republic, Estonia, Hungary, W i a ,  Lithuania, the Former Yugoslav Republic of 
Macedonia, Poland, Romania, Slovakia, and Slovenia. In addition, the G-24 supports 



infdon-sharing on emergency assistance to Bank-H-ovina and Croatia. 

in its role as sacretPrint for the (3-24, the Europmn Commission focilibltes sharing of 
infonrrPtion on priority needs for as&ancc. It organku ssctorPl and country-specific meetings 
and maintains a scadmud of commitments by donors. From its inception until May 1993, the 
G-24 had eight working groups, including food aid, energy, arvinmment, inveJbnent, labor, 
nuclear reactor safety, training, and transport. 

At the July 1992 Munich Summit, the G-7 asked the G-24 also to coordinate nuclear 
safety assistance to the new independent states of the former Soviet Union. This is the only area 
in which the G-24 coordinates assistance to the New Independent States. (The intcmational 
community has agreed that an IBRD-chaired consultative group process will be the primary 
vehicle for coordinating technical assistance to the new independent states in the future.) 

The Brussels Network of local G-24 country reprcscntativcs meets regularly to discuss 
preparations for G-24 senior official meetings and other issues. The working groups have met 
periodically, usually in Brussels. On occasion, Brussels-based finance ministry representatives 
gather to discuss balance of payments assistance. Meetings at the ministerial level were held in 
July 1990 and November 199 1. Meetings of mior officials (at the assistant secrdary or deputy 
assistant secretary level) were held three or four times a year through early 1993. 

Since 1992 the G-24 has held country-specific meetings in recipient country capitals to 
help improve incountry coordination. Such mdngs  have been held in Albania, Latvia, 
Lithuania, Slovakia, Slovenia, and Bulgaria, and have covered a variety of topics. 

At their mecting in May 1993, senior officials agreed upon a restructuring of the G-24 
process. They agreed to streamline operations in Brussels, shift the focus of coordination to 
rccipien t country capitals and enhance the involvement of the international financial institutions. 
As a result, most of the Brussels-based working groups have been abolished. Those remaining 
include the nuclear reactor safety group, the customs and transport groups, and the environment 
group. Future coordination of technical assistance is to take place through dialogue groups in 
recipient capitals. The Commission was charged with establishing dialogue groups and ensuring 
the sharing of information among all interested donors. It was also agreed that meetings of 
senior officials would be cut back to once or twice a year; the most recent meeting was held in 
Bratislava in September 1994. 

The G-24 joined forces with the Council of Europe to organize a conferme on 
democracy building in Central Europe, which was held on December 6-7, 1993, in Strasbourg. 
For the first time, a G-24 meeting included representatives of recipient governments, 
international organizations, and non-governmental organizations involved in democracy building 
programs in the region, as well as G-24 donor countries. Due largely to U.S. efforts, it was 
agreed to establish dialogue groups (as per the May 1993 senior officials muting) to share 
information on democracy building programs in recipient capitals, and to include the Council 
of Europe (which is involved in democracy building in the region,) NGOs, and recipient 
governments in this exercise. These groups began meeting in 1994. 

Total assistance pledged to the countries of Central Europe covered by the (3-24 process 
from January 1990 through December 1993 amounts to over $75 billion. Over half of this 
assistance has been disbursed or made available. G-24 countries and the European Commission 



account for wcr $55 billion of total aid and intenrational financial institutions about $20 billion. 

The United States has committed approximately $10.2 billion since January 1990 through 
December 1993. About $6.2 billion of this, or over 60 percart, is grant assistance. The United 
States is the second largest bilateml donor after Gennany, which has committed $12.3 billion 
over the same period. The Eurogpe~n Union (EU), which fwurels its assistance through the 
European Commission, is the third largest donor, with $7.6 billlion in pledges through December 
1993. Note that EU funds ultimately come from the EU member states, according to each 
country's share of the EU budget. Total commitments of EU members plus the Commission 
amount to about $32 billion. 

The tables below provide an overview of (3-24 commitments. . 



(January 1990 to December 1993) 
(millions of US9 

country 

Belgium 
Denmark 
France 
Germany 
Greece 
Ireland 
Italy 
Luxembourg 
Netherlands 
Portugal 
Spain 
United Kingdom 
EC commission 
EC Other 
Austria 
Finland 
Iceland 
NOWay 
Sweden 
Switzerland 
EFTA Other 
Australia 
Canada 
Japan 
New Zealand 
Turkey 
United States 
Total 

Total 

294.4 
932.4 

3,847.6 
12,308.1 

106.4 
4.0 

1,832.2 
29.7 

1,193.1 
4.9 

600.9 
956.9 

7,631.5 
2,378.0 
2,399.7 

840.4 
5.8 

263.1 
1,677.4 
1,859.6 

2.1 
222.5 

2,228.8 
3,188.2 

64.4 
791.9 

lO,Igl.2 
55,855.2 

Grants CrediWOther 

Source: June 1994 G-24 Scoreboard, compiled 
by European Commission 

note: based on exchange rate of one ecu - SI .25 
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VI. ANNEXES 

ALBANIA ANNEX 

Economic Restructuring 

PrcNnon'ng Agricultural Dewlopment 
During the 19809, agriculture generated approximately 35 ppcnt of GDP. After the ~~ of industry, it now contributes around 50 peroent of GDP and employs over 50 
percent of the population. Albania's cconomic growth continues to be led by the 
agricultural secfor. Agricultural production increased by an estimated 14 percent in both 
1992 and 1993. Growth for 1994 is estimated at 10 percent. Virhlally all agricultural 
land (at. 92 pcrccnt) is now in the hands of private farmers and is being intensively 
cultivated. Farmers still fact a number of problems in the agricultural sector which must 
be resolved if production increases are to continue. 

Building a Foundorion for an Agriculture Sccror 
The Support for Agricultural Restructuring in Albania (SARA) project is the cornerstone 
of USAID support to the agricultural sector. Project funds wen usad to support the 
development of a computer center at the university and upgrading of the library. 
Potential investors in the dairy industry were idartifid and art now being assisted. 
Support in adjusting to free market conditions and in mating quality standards now 
demanded by consumers was provided to local flour mills. Timely and accurate data on 
livestock and crop production was provided to entrepreneurs and government planners. 
Upgrading of the curriculum of the agricultural eumomics departmart at AUT began and 
as did training of professors in how to teach free market economics. The contractor is 
a consortium led by W i k  IntcmationaUVirginia Polytechnic hstitute and State 
University. 

Developing an Envimntnerudrjl Sustainable Lmd M a r k t  
A separate component of the SARA project is a cooperative agreement with the Land 
Tenure Center (LTC) of the University of Wisconsin. With substantial assistance from 
LTC, the GOA developed a comprehensive and innovative Immovable Property 
Registration Act which was approved by the Parliament in July 1994. The new property 
registration system was then started on a pilot basis in three districts of Albania. Based 
on that experience, the system will be expanded nationwide. Support in this effort is also 
being provided by the EU and World Bank. 

Cnoring A M a  3 First Agribusiness Dealerships 
The International Fedizer Development Center (IFDC) has been involved in Albanian 
agriculture since 1991. Initially a dealer network was established and 30,000 tons of 
fertilizer was supplied and auctioned. This has been followed by strengthening the dealer 
network and assisting the domestic fertilizer industry. During 1994, with IFDC 
assistance, private dealers imported 26,000 tons of fertilizer on a strictly commercial 
basis. IFDC also worked closely with the GOA to encourage free market prices for 
agricultural inputs and a reduction of the customs tax for imported fertilizer. 



rroining Wvmen Dairy Prrodrrcem 
Land O'Lakcs is actively working with women dairy producers to pnwide instruction in 
improved dairy production techniqw and milk handling with a goal of increasing the 
quality and quantity of milk. The project currently works with approximately 3,600 
women producers and has created 264 functional volunteer women's gmps in rural 
anas. These gmups ctlhance the delivery of technical information and act as resources 
in dairy production for other women in the village. 

VOGI Dcwbp National Fanners' Union 
Since its program was initiated in late 1991, Volunteers in Overseas Coopuabve 
Assistance (VOCA) has provided 125 highly qualified volunteers in various fields of 
agriculture. Substantial assistance has been supplied to the Ministry of Agricultm and 
Food, the Agricultural University of Tirana, vocational agriculture schools and private 
farmer associations. VOCA volunteers have been instrumental in the development of a 
national farmers' union and in support of vocational agricultural education. 

Pmmoting Refirestation and Management of Fomts  rud Parntm 
Deforestation erosion and overgrazing arc serious problems on Albania's steep slopes. 
To address this problem, design of an agnforcstry project was recently completed. This 
project will work primarily with private landowners to promote reforestation and 
management of forest and pasture areas. 

Developing a Mark& Economy 

Albania continued to progress in undertaking macrocumomic reforms: liberalizing prices, 
introducing a tax regime, strengthening budgetary management, reducing budgetary subsidies 
and establishing a modern central bank. Major problem areas included a continuad high rate of 
unemployment, difficulty in tackling the privatization of large state-owned enterprises, and 
hesitancy in addressing an overhaul of the banking sector. 

lmpfcmcnting Structural R@nn Memum 
Two Department of Treasury resident advisors, one in the Ministry of Finance and one 
in the National Commercial Bank, had major input on a full range of economic reforms, 
including price liberalization, c u m c y  convertability, preparation of a national budget, 
design of a tax sbucnrrc, design of a treasury system, and development of a commercial 
banking structure as weU as private sector bank focmation. In addition, since late 1991 
short-term expertise has been provided in government securities, debt management, bank 
accounting systems and tax administration. 

Accessing World Tka& 
Thiough the Department of Commerce's Commercial Law Development PFoQCram 
(CLDP), a resident tade policy advisor. CLDP's resident advisors have also assisted 
staff of the Ministry of Industry and Trade in drafting a liberal foreign investment law 
and negotiating and implementing the multiple international economic and trade 
agreements to which Albania is a signatory. 

A'wHMzation of the C?mmium Indrcstry 
With financial and legal scrvicts from KPMG Peat Marwick and White k Case, 
Albchrome and the Ministry of Energy and Mineral Resources proceeded to the final 



steps of negotiating a joint venture agreement to privatize that parastatal. The comp1etion 
of this transaction is expected in early FY 1995 and will be a major achievement, 
npmmting privatizoton of the complex chromium industry and the largest source of 
Albania's foreign exchange earnings. 

Gr0WllmVY)rk is Laid for P r i ~ o n  
A long-term investment and privatization advisor and a team of short-term advisors under 
a contract with Deloittc & TouchdDcvelopment Alternatives, Inc. assisted the Ministry 
of Industry and Trade in developing a strategy to privatize its foreign trading companies, 
developing a policy and credit frpmework to encourage small and medium arterprise 
(SME) development, strengthening its export trade promotion function and developing 
management systems to improve Ministry administration. This effort was completed in 
June 1994. 

Forcign lnwntlcnt Luw is Enacted 
The American Bar Association's Central European Law Initiative (ABAKEELI) has 
provided resident liaisons in commercial law. In addition to working with the Ministry 
of Industry and Trade in drafting and then negotiating enactment of a iibcral law on 
foreign investment, the advisors started to work with the growing number of private 
lawyers. 

Improving h i w s  Entities 
Since initiation of its program in late 1991, the International Executive Service Corps 
(IESC) fielded 34 volunteer (and mostly retired) executives on short-term assignments to 
solve specific problems relatad to business operations, management, modalities of 
banking, privatization of municipal services and privatization of the media. This program 
was completed in April 1994. 

Howing Sector Rcforms 
Lmg- and short-tenn advisory assistance has ban provided to the Ministry of 
Construction, Housing and Tenioria) Adjustment. Assistance was initially directed to 
assisting the Ministry in implementing a $15 million World Bank housing sector cndit 
for the completion and privatization of 4,900 housing units, and in affecting major policy 
changes is the housing sector. Major accomplishments include completion to date of over 
2,000 housing units, drafting and enactment of condominium legislation, and privatization 
of 97 percent of the housing stock in just over one year. 

tivrrnvrrnzation of Municipal SemrVIccs and Land Managtnunt 
In F Y  1994 the Housing and Urban Development program expanded to include 
privatization of municipal sewices and improved management of urban land. SEED 
helped the City of Tirana contract out for solid waste collection and roll the project out 
to four additional cities. The Land Management Project has resulted in the formation of 
a key Albanian planning group, identification of a pilot site for housing development, 
potential leveraging of donor funds, and wide recognition of a market approach to urban 
planning. 

85C10 Albanians Receiw Job Skill Training 
The Organization for Rehabilitation through Training (ORT) neared the end of its third 
year of job skills training for young adults. Initially targeted to the family members of 



ex-political prisoners who had bcen denied access to education and job opportunities 
under the communist regime, the program can now accommodate all applicants. Short 
courses werc offered to about 3,500 students in computer and secretarial skills, English, 
clothing design and manufacture, auto mechanics, travel and towism, and beauty cue at 
training centers in Tirana, Dums and Vlora. About 8,500 Albanians have trained in this 
highly successful and visible program since in Jan* 1992. 

A Ncw Gcnemtion of Entrepreneurs Receive M m g t m e n t  naining 
Faculty from the University of Nebraska's School of Business Administration and 
Management trained mon than 1,000 Albanians in a series of minicourses in market 
camornics, management d agribusiness which were pmcnted in Tirana, Korca, 
Shkodra and Vlm. With an eye to training a new generatjon of sarior-level Albanian 
enCrcpreneurs and managers to direct a market economy, the University then started work 
on establishing an MBA program in the University of Tirana. 

F J R  Foundation EFtpblishes a Bminess Dcvclopmcnt Center 
A new grant was awarded to the Harry T. Fultz Foundation to establish a Business 
Development Center at the Fultz Technical School of Tirana. A team of three long-term 
advisors in vocational education, business development and English language training 
arrived in mid-1994 and startad to work with the Technical School to revamp its 
vocational cumculum and extend its services into the private sector. 

Peace Corps Initiates SmaU Bwiness Developlncnt R v g m  
With SEED funding, Peace Corps initiated a Small Business Development Program, and 
Peace Corps Volunteers arrived in April 1993 and April 1994 to begin two-year 
assignments in Regional Business Agencies and branches of the Rural Commercial Bank. 

Fostering Democratic Institutions 

The Mission's democracy strategy, approved in June 1994, is focused on four areas: 
popular representation and participation in government, access to information and ideas, the rule 
of law and respact for human rights, and civilianlmilitary relations. 

Improving the Copobilitits of Parliament 
The U.S. Congress's Frost Special Task Force on Parliamentaxy Institutions in Eastern 
Europe has strengthened the abiity of the Albanian Parliament to function effectively and 
efficiently by furnishing a new sound and electronic voting system. Library materials, 
six computers, a digital clock to time debates, and training were provided to the Deputies 
in the Parliament and to their staff. Two offset printing presses were also provided for 
the publishing of parliamentary procadings and government documents. Eleven 
Albanian professionals werc trained in library science. 

W l o p i n g  Constituent Relotions wirh Porliamcnt 
The Intenrational Republican Institute (IRI) worked to bring the Parliament's Deputies, 
the parliamentary 'commissions and the political parties into closer contact with their 
constituents through six district-level and national workshops planned and coordinated by 
their representative who arrived in February 1994. 



Fmilirrrting Ct'titcn P a n i c i p ~ ~ o n  
The Naticmal DemocrPtic Institute (NDI) attemjcml to makc elected officials more 
accountable to the cithuuy by working with the Society for Democtpcic Culturc (SIX), 
an organization aimed at strengthening e f fhve  citizen participation in the political 
process. NDI placed a field representative in T i m  to implement its program of civic 
education and public advocacy, primarily through the SDC. 
The Mission's Democracy Commission was constituted to grant assistance to Albanian 
NGO's working with the socially and economically disadvantaged, envinmmental 
protaction and conSCNafion, democracy and gender issues, and economic growth. 

Streng~hening f k  Legal Sector and Judiciary 
The American Bar Association's Central European Law Initiative (ABAKEELI) pnwided 
the services of a resident rule-of-law liaison advisor to coordinate activities aimed at 
fostering the private practice of law by strengthening the new Albanian Bar ASSOciation, 
working with the recently established judges' association, improving legal education, and, 
most importantly, providing input into judicial nform. The ABAICEELI has assisted the 
Ministry of Justice, the Parliament and the Law Faculty of the University of Tirana in 
drafting and reviewing legislation and the new constitution. Short-term legal advisors 
have also provided training to the Tirana District Court and helped the General 
Prosecutor's =ce. 

Under USIA's Rule of Law program, a U.S. Assistant Attomy worked with the Ministry 
of Justice for six months on administrative law, criminal law reform and gwernment 
ethics. Ten Albanian judges completed' a 4-week study program in the U.S. which 
focussed on the functioning of an independent legal system. In addition, 12 U.S. 
Fulbright professors worked in Albanian universities; 15 Albanian university professors 
were trained in the US.; English language teaching, rule of law and management training 
materials were provided; and nine books w m  translated from English into Albanian. 

Opening Media Channels 
Through support from the International Media Fund, a consortium of mkpcndent 
newspapers received a printing press, newsprint and training. Desktop publishing and 
communications equipment were also provided to start a student newspaper at the 
University of Tirana and to establish an independent media training center. 

Social Sector Restmcturing, Improv*hg the Quality of Life 

Humani~ariM Assis~anee 
The initial approach to improving the quality of life in Albania was to target the crisis 
areas of food shortages and a lack of basic medicines and medical supplies. With the 
-very of the agricultural sector from its collapse in 1991-92, the distribution of donor- 
provided emergency food aid has not been necessary since 1993. Under the PL 480 Title 
I1 program, approximately $2.6 million of powdered milk, wheat flour, beans and 
vegetable oil were shipped to the Albanian Red Cross for distribution to 170,000 people, 
primarily mothers and children, who were assessed as nutritionally at-risk. The 
beneficiaries were in major cities and the economically depressed northeast region. The 
distribution program was completed in early 1994. 

In response to urgent requests from the Ministry of Health, Project HOPE provided two 



shipments of medicines and medical supplies valued at more than $2 million. The 
shipments were distributed to hospitals throughout Albania. Training was also provided 
in the storage and use of the supplies. 

Panntmhip With U.S. Hospital 
In August 1994 an agreement was signed betwan the Bronx Municipal Hospital Center 
and the Albanian Ministry of Health, the University Hospital Center in Tirana, the 
Maternity Hospital and the Trauma Hospital for a "Partnership in Health Care" based 
on exchanges of personnel, internships, and donations of medical equipment and supplies. 

Impmving He& Systems in Area Hapitah 
Building on a two-phase tsaining course in health management and'administration which 
was offered from February to July 1994, Healthcare Enterprise International (HET) 
reavned to Albania to implement pilot activities in health and hospital administration at 
the University Hospital Center and the Durres Hospital, which actually began late in FY 
1W. In February, HE1 prodded an eight-week training program in health services 
management to 40 Albanian hospital staff with faculty trainers from Rush-Presbyterian-St. 
Luke's Medical Center (Chicago) and the UCLA School of Public Health Management. 
The team rttumed to Albania in May to give a second six-week course 'focussed on health 
financial management to an additional 25 financial officers. 

Assisting St?eet Qu'Idrcn 
A grant was awarded to ChildHope (U.S.) in mid-1994 to provide the operating costs for 
the Center for Strect Children in Tirana, an effort to discourage parents from putting 
their children on the strtcts to beg. About 30 children between the ages of four and 15 
came to the Center daily for tutoring, hot meals, medical care and loving attention. 
Counseling was also offered to the families in seeking optional sources of income. 



U.S. ASSISTANCE TO ALBANIA 
TOTAL OBLIGATIONS 
n o r l o ~ l o u  



C. NPROVlNQ THE Qw OF LIFE 



BOSNIA-HERZEGOVINA AND CROATIA ANNEX 

Only humanitarian and democratic initiatives assistance, hugely from nm-SEED funds, 
were provided to the former Yugoslav republics in FY 1992. In FY 1993 and F Y  1994 
humanitarian and democratic initiatives were continued in Croatia. Trauma-related assistance 
programs implemented by local non-governmental organizations (NGOs) were also initiated in 
Bosnia-Herzegovina in FY 1994. Plegsc see separate headings in this report on Slovenia and 
the Former Yugoslav Republic of Macedonia (FYROM). 

In FY 1994, $3.85 million in SEED funding was added to the existing capmtive 
agrccmcnt with the International Rescue Committee P C )  for an 'umbrella grant' project 
for sub-grants to Bosnian and Croatian NGOs working in the trauma field in order to 
build local capacity for providing service. A total of $6.0 million has been made 
available for this activity. Fifteen sub-grants are currently active, 21 have been 
completed, including a sub-grant of approximately $1 million to a group of child welfare 
specialists collaborating with the United Nations High Commissioner for Rcfugat's 
(UNHCR) Project and others to reunite children and parents separated due to the war in 
Bosnia-Herzegovina. 

Under USAID'S Trauma and Humanitarian Assistance Program six new grants were 
signed in late FY 1994 with U.S. NGOs for partnerships with local organizations in the 
areas of oommunity development and training activities for mental health providers, 
teachers, volunteers and doctors working with traumatized refugees and displaced 
populations in Croatia, Bosnia-Herzegovina and FYROM. Grantees include: International 
Action Against Hunger, America's Development Foundation, Catholic Relief Services, 
Center for Attitudinal Healing, Delphi International, and Save the Children Federation. 

In FY 1994 Project Hope delivered three shipments of emergency medicine and supplies 
to hospitals in both Croatia and Bosnia-Herzegovina. These included approximately $2 
million worth of SEED funded commodities and over $10 million worth of medical 
supplies donated by U.S. companies. Transportation expenses were provided by the U. S . 
Dcpiutment of Defense. 

In late FY 1994 an additional $3 million in SEED funds was provided to Project Hope 
for the procurement of emergency medical supplies and spare parts for medical facilities 
in Sarajevo. Project Hope, in turn, agreed to obtain an additional $10 million worth of 
donated commodities for distribution to medical facilities in both Croatia and Bosnia- 
Herzegovina. The first shipment of commodities under this activity arrived in Croatia 
in early December 1994. 

Approximately $2.7 million in SEED funding was also made available for a hospital 
partnership with the American International Health Alliance (AHA) project for Croatia 
in FY 1994. This partnership links American medical centers and providers of trauma 
services with counterpart institutions in Croatia. The U.S. institutions will transfer 
technology, help provide care, and offer technical assistanct in health care 
management . 



An additional $6.5 million in FY 1994 SEED funds was made available in Septcmba 
1994 to support efforts by the international community to rehabilitate essential public 
services in Sarajevo. $5.5 million has baen provided to the IRC for the emergency repair 
of the natural gas distribution system and the city's central heating system. A grant of 
$1 million was also made available to the UN for its Sarajevo Trust Fund which will 
finance emergency rehabilitation activities in that city. 

Democrptk Initiatives 

Thc U.S. funded a number of democratic initiatives to support political reform in the 
fonmr Yugoslavia, including: grants to the International Republican Institute for election 
related assistance and monitoring of the 1992 elections in Serbia and Montenegro and a 
1 W  USIA Young IraAc+s, in Democratic Transition grant program for Croatia through 
which groups of young political and governmental leaders visited the U.S. to obstrve 
how American govemmtnt and social institutions work to protect the rights of all groups 
in a successful multi-racial, multi-cthnic society. 

All Sou= HumPnitruFirto Assistance Summary 

Since the outbreak of warfare in 199 1, the U. S. Government has provided humanitarian 
assistance valued at $780,073,000 to the former Yugoslavia. The bulk of this assistance 
has gone to Bosnia-Herzegovina. SEED has provided approximately $32,748,900 for 
grants to U.S. NGOs for medical and trauma-related activities in the former Yugoslavia. 
The rest of the funding is from other budgetary sources. 

The Department of Defense has provided meals-ready-to-eat, other food, excess property 
and clothing and participated in the UN sponsored airlift of relief supplies to Sarajevo and 
airdrops to enclaves within Bosnia-Herzegovina at a cost of approximately $XU,% 1,000. 

The State Department's Bureau of Population, Refugees and Migration has provided 
$176,058,450 primarily to UNHCR, the International Committee of the Red Cross, and 
UNICEF far assistance to refugees and displaced persons. 

USAID'S Office of Food for Peace has provided P.L. 480 Title II commodities worth 
$198,495,000 (including transportation and handling costs) to the former Yugoslavia 
through FY 1994. In early FY 1995 an additional $25 million was pledged to the World 
Food Program for Bosnia-Herzegovina. 

USAID'S of Foxeign Disaster Assistance has provided approximately $68,8 19,600, 
including $20 million in development assistance funds transferred from the Europe 
Bureau in FY 1993, for emergency winterization supplies, transportation costs to deliver 
commodities, medical supplies, agricultural seeds and the procurement of other 
emergency related commodities. 
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BULGARIA ANNEX 

Key to private enterprise and frtt market development is the creation of an enabling commercial, 
legal and regulatory environment, the promotion of privatization and private investment, as well 
as support fof private business development and entrepreneurship and the developmnt of a 
modem, competitive financial sector. 

MacmEconomic Suppon 
American experts have provided critically needed assistance to the Bulgarian government 
in financial sector reform. Advisors have been working in the anas of ma~oeconomic 
policy; budget development and analysis; tax policy and administration; bank supervision 
and audit; and training both locally and in the U.S. These efforts are coordinated with 
other bilateral and multi-lateral agencies including the IMF, IBRD, EBRD, OECD, and 
the European Union's PHARE program. 

Assistance has been provided to the Council of Ministers and Parliament on a wide 
variety of commercial laws and regulations, the most important to date being laws on 
privatization, conduct of a business, bankruptcy and collateralized lending. 

The U.S. Treasury and Internal Revenue Service resident advisors have played an 
important role in implementation of the Bulgarian Value Added Tax ('VAT) through the 
provision of expert advice, instruction and audit manuals, and model forms. Three other 
resident advisors arc working on bank supervision, tax administration, and 
macroaoonomic policy advise. 

Pmmoting P r i y c ~ ~ i ~ o n  
While progress has been slow and results still do not meet expectations in restructuring 
and privatization of industry, the USAID-funded small-scale prototype auction propun 
for municipal privatization that is currently being implemented in 10 major cities in 
Bulgaria is proving to be a success. Upon completion of the program in early 1995 the 
number of privatized propcrties is expected to reach 276, with total revenues of about 
$6.9 million. By providing a confidencebuilding experience, developing public support, 
and stimulating the emergence of sustainable local business consulting firms, the project 
demonstrates that economic development can be achieved through privatization; its 
potential for replicability is huge. FY95 assistance will allow these activities to be 
expanded to 12 new municipalities. 

Sectors receiving assistance in privatization from USAID include electronics, food 
processing, light industry, construction, dairy, poultry, tourism, commercial banks, and 
energy. USAID-financed experts prepared information memoranda and valuations of the 
corporate assets of 20 Bulgarian companies. KPMG Peat Marwick played a primary 
facilitating role in the privatization of two major confectionery firms. 

Privarc Sector Suppon 
Bulgarian-American Enterprise Fund (BAEF) was established using SEED funds to 
promote the development of free enterprise, entrepreneurship and market-based lending 



activities. BAEF is pursuing potential investments in food, agribusiness, electronics and 
tourism. It has ~ ~ ~ ~ e ~ ~ f u l l y  provided debt and equity finana, with an American partner, 
for $800,000 to establish a processing facility for cherries and cherry-related products 
near Kyustendil for export. A $5.5 million loan was made to a private agriculhval 
cmpmtive in the northccntral part of Bulgaria with 1300 members for an eight year 
developmart program to establish 2,200 additional acres of vineyards and finance 
equipment to impnwt their white wine process and expand their cheese production. 
BAEF has financed over 10 hotel and tourism loans, totaling $183,000, to small private 
atreprenews in the Pirin mountains and along the Black sea coast. Under the 
NACHALA microcnterprise lending program, with loans from $500 to $20,000 
(established July 1993, managed with Opportunity International assistance), about 140 
loans totaling approximately $800,000 (more than 15 percent in agricultudagribusiness 
loans) have been provided after only a year of lending. 

With strong IESC assistance, a Bulgarian private company, SAMEX, purchased the KFC 
franchise for Bulgaria and the first KFC restaurant was opened in Sofia in late July 1994. 
The first Pizza Hut is opening and IESC's assistance in bringing McDonald's to Bulgaria 
should result in the opening of their first restaurant in Plovdiv in December 1994. 

American advisors assisted the corporate development of the Bulgarian Real Property 
Association (representing some 60 brokcrs including the largest and most active firms in 
the country) and the Bulgarian Association of Real Propcrty Appraisers. Private 
developers, contractors and bankers were introduced to the principles and techniques of 
construction lending through pilot projects in thrte Bulgarian cities which should result 
in residential apartment buildings with 16 and 20 units each. 

Private small-sized meat processors were assisted to form the Bulgaxian Meat Processors 
Association, which represents their interests with government; also assists members with 
bulk purchases of supplies, and with market information. 

CMmc~~cial Lmu 
USAID is implementing a $1.5 million regional bankruptcy project through Deloitte 
Touche to assist in the pmmotion of formal and informal bankruptcy procedures in order 
to fatate  the restructuring or closing of fmcially troubled enterprises. Deloitte 
advisors have d u c t a l  a legal survey and analysis of the status of banLnrptcy laws and 
practices and may provide training workshops and advisory or ad hoc services. 

Through the Department of Commerct's Commercial Law Development Program 
(CLDP), USAID helps the Bulgarian economy become more responsive to market 
principles by engaging in targeted assistance activities that will strengthen the legal and 
structural framework necessary to advance international trade and investment. In an 
effort to provide GAIT  related trade assistance to the Bulgarian Ministry of Trade, 
CLDP is sending a series of short-term trade advisors to hold a series of seminars for 
Bulgarian Government official around key GATT' issues. 

Agriculrrtn 
In addition to general enterprise support, USAID has put additional emphasis upon 
agriculture, a major economic activity in Bulgaria. To further agricultural privatization, 
$10 million was disbwsed in 1992 in order to support Bulgaria's balance of payments 



and to generate local currency for operating expenses of the mom than 200 land reform 
offices throughout Bulgaria. In addition, as of September 1994 nearly $16 million has 
been made available to agriculture and agribusiness through a variety of commodity, 
finnncial and technical assistance progranw. Theseprognuns seek to foster privatization 
and support private agricultural enterprises and cooperatives. 

Significant efforts arc being made to assist the transformation of Bulgaria's dairy 
economy. The program brings an integrated approach to dairy development in Nova 
Zagora, Stara Zagora and Plovdiv. Program-inspired management impnwements at the 
Milk Way plant in Nova Zagom have led to development of an export mar& in the 
Middle East and to creation of tht Milk Way Dairy Producers Association. Members of 
the Association obtain herd expansion loan financing from the BAEF. Reantly, in 
collaboration with the World Bank, Land O'Laka began working with farmers, dairy 
processing managers, dairy specialists, academicians and politicians, to encourage a 
grassmots approach to addressing dairy policy issues in Bulgaria. 

United States' agribusiness joint ventures have ban assisted to come to Bulgaria. 
Recent examples include, the Cabernet Corporation for production and exporting of 
bottled wine and wine concentrate; the DeKalb Plant Genetics company for joint corn 
seed rtsearch, production and marketing of corn hybrids; and Tri-Valley Growers for 
production and exporting of fresh and processad cherries. 

A total of 300,000 metric tons of feed grain (valued at $33 million) was sent to Bulgaria 
in FY 1991 under food assistance programs. In 1993 an additional 156,000 tons of corn 
worth about $15 million was delivered. 

- w  
In order to improve Bulgaria's efficient use of energy, sixteen local private companies 
were trained in energy audit techniques, use of energy testing equipment, plus marketing 
and management for energy service companies. All participants have passed the Certified 
Energy Managers (CEM) exam and have established a chapter of the U.S. Association 
of Energy Engineers (AEE). Energy audits arc being undertaken in ten industrial 
companies. The audits arc being performed by local consultants with technical support 
of the U.S. contractor. Each company pays a fee to Bulgarian consultants for strvices 
mdered and receives U .S. equipment valued on average $10,000. 

The Bulgarian Energy Efficiency Foundation was established to serve as a catalyst for 
policy change and business networking. Bulgaria's first municipal energy efficiency fund 
was established with assistance from the U.S. Energy Efficiency Foundation. 

Safety equipment worth over $600,000 was delivered to Kozloduy Nuclear Power plant 
thus contributing to the multilateral effort which improved the operational safety of the 
plant. 

Fostering Democrntic Institutions 

Through September 1994 more than $23 million of SEED assistance has becn diracted towards 
developing a strong democratic foundation that will support and sustain economic development. 
Key accomplishments to &te include: 



Establishing a wtem-&led, Bur-year wdcrgmduate instinuion 
Establishad in 1991 as a cooperative project of the USG, the Government of Bulgaria, 
the City of Blagavgrad and University of Maine, the American University of Bulgaria 
(AUBG) has close to 600 students enrolled. The American-style cumculum, emphasking 
participation, initiative, and responsibility, is helping to train a new gcllciation of leaders 
to reinforct Bulgaria's democratic and market transition. AUBG will graduate its first 
class in Spring 1995. 

Wu'lrling the capability of inn0~~111~w mayors and mwicipal associations 
The University of South Carolina has been helping six municipalities implement reforms 
at the local level, encouraging the government to become more responsive to the w l e .  

&powring Non-Gowmnuntal Organizations (NWs) 
Bulgarian NGOs are working in a variety of areas, including creating a local capacity 
for training in skills essential to the democratic transition. Through USAID'S assistance, 
the Bulgarian Association for Fair Elections and Civil Rights (BAFECR) has become an 
effective, grass-roots volunteer organization for monitoring elections. Supporting an 
independent judiciary, developing independent bar associations, and furthering legal 
education haw also been priorities. Assistad by CEEL;I, independent judges have 
established a grass-mots NGO called PIOR which will develop continuing legal education 
for the legal community. A flexible and responsive delivery mechanism for small grants 
for local NGOs in democratic initiatives has also become operative. 

Leodcnhip Ttcu'ning 
Implemented through a strong program of technical assistance and human resource 
development, training programs arc conducted both in Bulgaria and in the U.S. to 
CilCOUrage a democratic, free market society in Bulgaria. More than 5,000 Bulgarians 
have participated in training courses, seminars, workshops and conferences offered by 
the University of Delaware (UD) throughout the country. The UD has established 
strong, successful partnerships with the New Bulgarian University (NBU), the Sofia 
Central Library, and the Institute of Economics, Bulgarian Academy of Science to sustain 
its programs. By October 1994, the Participant Training Program had identified and 
approved over 150 candidates for programs in the U.S. in public administration, 
agricultum, tax administration, banking, statistics, health, labor, housing and 
environment. 

Improving tbe Quality of W e  

Envim~ll~ntal ~ & ~ M ' M ? S  

The U.S. program of environmental assistance is aimed at: reforming of environmental 
policies to favor private-sector, market-based solutions; improving the efficiency and 
effectiveness of public sector environmental investment; and supporting market-based 
approaches to biodiversity pre~eryation and enhancement. Major accomplishments in 
meeting these objectives arc: 

Taking into consideration Bulgaria's great biodiversity and strong public commitment to 
heritage pttsemation, USAID is committed to a long-term effort for development of 
market based nature protection programs through the Global Environmental Facility. In 
addition $120,000 has already bem provided to arrest deterioration of ecosystem 



conditions in the Srebama Natural Pnserve which is enlisted in the World Cultural and 
Natural Heritage Convention of UNESCO. 

An Intapretive Carter Pilot Roject at Vitosha National Park has been initiated. The 
center is to serve the public through development a d  production of informational and 
educcltional materials and exhibits, and through provision of commercial services on a 
conaSSional basis. 

Approximately 1,000 items of clothing were donated to the Ministry of Environmmt for 
use by nature protection staff. 

Waste minimization demonstrations are being carried out in three Bulgarian industries 
teaching private sector approaches to industrial environmental management. 

Lobor 
The Employment Services and Dislocated Worker Program has been in operation in 
Bulgaria for a couple of years now and has already produced a clear nation-wide impact 
in the form of a uniform regional employment services stmcturt, in conformity with the 
operational manual drafted with the assistance of the U.S. experts. The dislocated worker 
or mass layoff program, which concentrates upon.carly warning and quick response in 
a labor-management-government framework, is also well received and is being applied 
nation-wide. 

The Employment and Training Initiatives for Ethnic Minorities Program targets groups 
at risk of going on social welfare benefits, especially socially disadvantaged groups like 
the long-term unemployed, single mothers, young workers and minorities. The welfare- 
*work project, run in a high-unemployment region, in its pilot stage covered 180 social 
welfare recipients, placing 110 in the first five months at a net savings to the State. 

Health 
Technical assistance to improve the collection and coding of data on hospital treatmat 
was initiated in Smolyan by Healthcare Enterprise International, Inc. This project 
provides the necessary information for improved hospital management, and more 
informed policy-making and health budget allocation. A program of training and 
technical assistance in applying analytic tools to health policy and management issues at 
national and regional levels has also been initiated. 

The Center for Sight was established and approximately $400,000 worth of ophthalmic 
equipment and associated training, supplies and pharmaceuticals were provided. 

The trauma care unit, opened in 1994, was funded by the U.S. and Bulgarian 
governments and has received extensive help from the Childrens Hospital of Philadelphia. 
It will help improve Bulgaria's pediatric trauma can, serving as a model for nationwide 
applicability. 

Cardiovascular care and prevention protocols were developed by Bulgarian and U.S. 
physicians (from Michigan State and Sparrows Hospital) and, building upon these 
protocols, a national system of continuing medical education has been put into operation 
and continued without reliance upon American assistance. 



Housing 
The municipalities of Bourgas, Rousse, and Stam Zagora have begun construction on new 
housing units though the Housing Development Demonstration program. The program 
creates a public-private partnership in which municipalities allow private developers to 
build on municipal land in exchange for a portion of the completed units. A national 
conference to disseminate the pmgram to a wider audiarce will be conducted in early 
1 995. 

A study of municipal finance and budgeting was completed in Fall 1994. The study 
examined the constraints and limitations faced by Bulgarian municipahties and 
recommended the means by which municipalities could increase their own financial 
autonomy and capacity within the current system. The conclusions of this study form the 
basis of a comprehensive program of assistance to municipalities and municipal 
associations to begin in Winter 1995. 
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CZECH ANNEX 

Thc Program of assistma to the Czech Republic was originally part of the assistance 
off- under the SEED Act to the federated state of the Czech and Slovak Republics. A 
brief description of several activities in each of the program areas is included below, 
referring both to completed and on-going activities. 

Economic Restnrduring 

Assist~cc to the tivylt(z4non 
. . Plrmas 

The U.S. has provided the Czech Republic with approximately $17 million in 
technical assistance, and has programmed an additional $2 million to support large- 
scale privatization. The SEED-funded USAID Advisory Team, consisting of 
investment bankers, accountants and lawyers, has been assisting the Czech Ministry 
of Privatization to evaluate and negotiate privatization plans, including proposals 
from foreign investors. The average price paid at closure has baen three times 
higher than originally estimated by Czech authorities before evaluation and 
negotiation by the Team. Since this assistance began, approximately 120 major 
foreign investments have been approval by the Ministry of Privatization on the 
advice of the USAID team, representing approximately $2 billion of foreign 
investment. 

In 1994, the Team's assistana was also requested by the National Roperty Fund 
and the Ministry of Industry and Trade to work on asset valuation and restructuring. 
plans. These now include the gas and electric distribution companies and power 
generators in the country. Earlier, USAID had contracted with Deloitte and 
Touche to prepare sector assessments and to assist Czech companies in the 
W e n e r g y  and telecommunications sectors in the prepanttion of privatization 
plans. 

Early in the program, USAID funded Price Waterhouso-International Privatization 
Group to help prqwc four prominent Czech firms for privatization by assisting 
with valuation and converbing company accounts to Western accounting standads. 
R i a  Waterhouse also provided training in corporate governance for members of 
boards of directors. KPMG Peat Mawick has worked with the Ministry of 
Industry and Trade, reviewing the non-ferrous metallurgy sector and assisting two 
large firms to prepare privatization plans, including technical improvements and 
investor searches. KPMG also provided an advisor to the Minister of Economy 
on industrial policy for privatization and public sector financial reform. 

Coordinating U.S. assistance with the Internatjonal Finance Corporation (IFC), 
USAID assisted in the privatization of Skoda Plzen, a major conglomerate which 
employs over 37,000 people. IFC's subcontractor, Coopers & Lybrand, reviewed 
past and current accounts, implemented proper financial systems, and determined the 
value of the company for the Ministry of Privatization. 

Capital Marktrs and Financial Sccror Dcvelopmm 
KPMG Peat Marwick advised the Czech Savings Bank on the basics of commercial 
lending in a market environment and on the bank's new investment fund, the largest 



in the country. This assistance ambled the Savings Bank to become a private full- 
service bank. In 1994, assistance has continuad to support mutual funds, a primary 
vehicle for transferring ownership of enterprises from the bank's portfolio into private 
hands. Important new work in 1994 inclucks support to another large bank 
specializing in export and import finance, Obchodni Banlra, which aims to become a 
full service private bank in the near future. 

The Financial Services Volunteer Corps (FSVC) offers technical assistance and 
training in the areas of privatimtion, banking and the formation of cajitaI markets. 
Recent FSVC assistance has included Federal Reserve Bank of New York advisors to 
the State Bank in the area of bank supervision, including a twc~week visit by State 
Bank staff to the Federal Reserve; advice to the Obchodni Bankit regarding its equity 
portfolio, stock and bond underwriting, and rationahtion of its holdings; advice on 
the organization of the Office of the Chairinan of the Komercni Banlra, and assistance 
to the Investicni Banka on forecasting and macroeconomic analysis. 

In 1993 the Securities and Exchange Commission sent a securities specialist to 
Prague for a month to rtsearch the c u m t  status of capital markets in the Czech 
Republic. In 1994 USAID fundad KPMG Peat Marwick to provide a long-term 
advisor, a former chairman of the Boston Stock Exchange, to the Prague Stock 
Exchange, an institution in its infancy but which will become an increasingly 
important in the privatized economy. 

The Treasury DepYtmerrt, supported by FSVC, provided two long-term advisors to 
the Czech Republic during 1993. One advisor assisted Komercni Banka, the 
largest bank in the Czech Republic, advising on such subjects as establishing a 
joint venture mortgage lending bank, improving credit policies and branch 
operations. The other advisor worked for the then-Banking Training Institute in 
conjunction with the State Bank, to assist with developing appropriate course 
curricula (especially customer service) and trainee selection. In late 1994, a third 
long-term treasury advisor began work on privatization and restructuring strategies 
for Ceskolsovcnk Obchodni Banka, including development of a retail banking 
strategy, revision of the bank's budgeting and plarining cycle, along with revision 
of other banks functions. In 1994 USAID funding provided directly to the 
renamed Bank Training Institute, continuing the development of a professional 
development program critical in a country in which the number of bankers has 
risen from 8,000 to wcr 50,000 in under four years. Current emphasis is on 
txaining of trainers, to ensure the institution's sustainability as U.S. assistance is 
phased out. 

The Department of Justice @OJ) and the F e d d  Trade Commission (FlrC) have 
provided technical assistance in specific areas including telecommunications, 
transportation, and public utilities. A conference hosted by FIT and DOJ 
provided further instruction on competition policy issues and gave officials from 
the Czech Republic and other Central Eurojmn countries a forum in which to 
discuss issues of mutual concern. Short-term technical assistance missions are 
expected to continue through December 1995. 



USAID is implemahg a $1.5 million regional bankruptcy project thrwgh Deloitte 
Touche to assist in the prnotion of formal and i n f d  bpnkntptcy procadurcs in 
order to fecilitatc the -ring or closing of t imncUy troub1ed enterprises. 
Deldtte advisors have conducted a legal survey and analysis of the status if 
bankruptcy laws and practices and may provide training workshops and advisory and 
ad hoc services. 

Enterprise Dcwlopmcnt 
USAID entcrpk development operates at three levels: firm-level assistance; 
institutional development; and policy and regulatory r e f m .  The appioach is 
bottom-up, where assistance at the firm-level informs the work of other levels, and 
complements other USAID programs. 

The MBA Enterprise Corps has d v e d  $235,000 to provide private business with 
in-house business development assistance from recent U.S. MBA graduates. 
Volunteer advisors serve for periods of 12-24 months. The last year of funding is 
1994, with activities to be completed in 1995. 

The Citizens Democracy Corps' (CDC) major function now is to strengthen small 
and medium-size business as an important source of growth and employment 
through its Business Entrepreneur Program. CDC assigns experienced 
e n t q m m r s  and business persons to provide on-site assistance to C n h  
companies. CDC volunteers arc senior-level busillcsspersons with 15-20 years of 
work experimcc. The program is headed by two alternating Entrepmcun-in- 
Residence (EIR), who between them have been sewing as EIR in Prague. The 
Rague office is CDC's first country program managed by local personnel. 

Intenrational Executive Service Corps* (IESC) Prague o f f a  was w e d  in May 
1991 and has completed more than 200 managerial and technical assistance 
projects in the Czech Republic. IESC has baar able tosrcact to specific needs of 
clients, using its network of more than 13,000 volunteer executives registerad in 
the IESC skill bank. The business development program became increasingly 
important as it aimad tn link C& companies with business in the U.S. .on a 
long-term basis. Complementing this assistana was a long-term program in 
Public Administration (September 1992-June 1994) which benefited mont than 10 
clients (ministries, regions, municipalities). 

The Trade and Development Agency (TDA) has used $1.4 million in SEED funds in 
the Czech and Slovak Republics to carry out a number of feasibility studies related to 
privatizltion and enterprise mtructuring. Their strategy is to encourage the U.S. 
private sector to participate in rebuilding the infrastructure while at the same time 
targeting the priority projects for grant assistan& that create trade opportunities for 
U.S. firms. Topics of studies supported by SEED funds in the Czech Republic 
include natural gas storage and control systems, district heating and industrial steam 
plants, and the tel8~0rnrnunications regulatory framework and sector structure. In 
1993, TDA supported a feasibility study conducted by Kaiser Engineering 
Corporation on sludge processing as well as providing technical and training 
assistanct for a number of other projects. 



Through the USAIDfDepartment of Commerce Consortia of American Business in 
Eastern Eumpe (CABEE), the Telccommunicatiams Industry AsJociation opened an 
office in Prague, and conductad bi-monthly meetings among its members to discuss 
and share information on trade opportunities. The American Building Products 
ExportlImport Council (ABPEC) also opened an office in the Czech Republic. In 
Fkague, one of ABPEC's member firms has purchased eight building lots on which 
the firm intends to build at least one American show house in co0pcration with 
ABPEC. The Department of Commerce's Eastern Europe Business Informaton 
Carter (EEBIC), has hired a Czech in Prague to develop leads for the "Emtern 
Ewope Looks for Partners" newsletter. This program matches Czach cornppnies 
desiring to attract fOregn business partners with !inns in EEBIC's corparate database. 
More than 6,000 organizations reaive the bi-monthly business leads. 

One of the Overseas Private Investment Corporation (OPIC) largest investment 
missions (30 companics) visited Prague in October, 1991. Subsequently, OPIC has 
supportbd investments of over $100 million in Czechoslovakia. OPIC's SEED-funded 
Project Development Program provides grants to U.S. companies exploring 
investment opportunities. In 1993, a $150,000 grant went to a landline 
telecommunication project and a chicken processing project was awarded SlU,000. 

The Capital Development Initiative (CDI) which ends in FY 1995, fostered U.S. 
private industry involvement in the development of Czech infrastructure,spacifically in 
the areas of environment, energy and telecommunications. ICF Raourccs and 
Sanders Intcmational hired Prague representatives which helpad arrange the building 
of an insulation plant in the Czech Republic. A CDI cost-sharing grant program to 
assist U.S. companies develop investments in Central Europe provided $201,400 to a 
U.S. company to pursue a landfill gas/electric generation project in Prague. 

The Peace Corps Volunteers (PCVs) provides assistance in the three areas: Small 
Business Development, Environmental Management and training current and future 
teachers of English. Small Business Development is the newest of the projects. 
Twelve PCVs work on business development activities now with some 40 PCVs 
expected in 1995. Twenty-one PCVs work now on Environmental Management 
program, mainly working through municipalities. 

The Czbch American Enterprise Fund (CAEF) fosters small and medium-sized 
enterprises through equity investments and loans and special programs. As of August 
31, 1994, $12.3 million had been authorized for 24 direct investments, and $7 million 
has been authorimx! for a small loan program. 

H w ~ n  Resources 
Through SEED'S Management Trainiig and Market Economics Education project, 
Iowa State University has a $2.6 million grant for management training and policy 
development programs at the agricultural faculties at the universitia in Bmo and 
Cesk Budejovice. Iowa State University has pmnanmt rcpnxstatives in mch city. 
In 1994, the University of Pittsburgh was awardad a $4 million grant to work with 
the Czcc:hoslovak Management Center and the Center of Economic Research and 
Graduate Education-Economics Institute. This grant aims to help thcse two 
institutions achieve sustainability. A $276,000 grant to the Midwest Universities 



Consortium for International Activities (MUCIA) supported a regional management 
training program which included work with the U~versity of Economics-Praguc that 
was completed in December 1993. 

The Participant Training project is a regional prognun intended to give each country 
the flexibility and re~ources nwded to develop human 'resouras not sumciently 
covered by U.S. or other donors. The academic component is administered by the , 

United States In fmt ion  Agency (USIA), while the spacializad technical training 
componmt is administered by USAID through the contractor Wrn in International 
Education and Training. Seventy-thne Czechs were selected for short-term training 
in the United States during last thnt years. 

USIA has awarded two grants for the training of professionals. One grant funds 
DePaul University to work with the University of Economics-Prague Master of 
Business Administration program. The second grant, to the University of Pittsburgh, 
funds an 18-month program of professional development workshops, curriculum and 
course development, demonstration teaching, cwriculum consulting, and support 
material identification and acquisition. The University of Pittsburgh is working with 
the Czach Management Center and University of Economics-Prague. 

AgricJRln 
The Volunteers in Overstas Cooperative Assistance (VOCA) has completed 120 
agriculture activities as of October 1994. One example: VOCA volunteers provided 
expert dvice on netill practices which werc incocp~rated into the Zdislavice 
Agricultud Coaperative's production system to reduce production costs, while 
conserving soil on the hilly, erosion-prone fields of the cooperative. 

Land O ' r  (LOL) has sponsored training courses in the artas of privatization, 
coop~(~tive development, dairy breeding and reproduction, dairy processing, and 
agricultural marketing. Czech farmers participated in leadership and agricultural 
policy orientation training in the U.S., before UIL concluded its activities at the 
end of 1993. 

Iowa State University, in concert with American Breeders Service, Swiss Valley 
Farms, the Iowa Small Business Development Cater, the Iowa Farm Managers 
Association, and the Iowa Farm Business Association provides technical assistance to 
the emerging private agribusiness sector. The focus of these activities arc privatizing 
and restructuring agribusinesses through management, marketing, technical and 
training assistance in over thirty sites, but the consortium has also assisted the 
Ministry of Agriculture in developing an extauion scrvice. 

Through an Inter-Agency Agreement the U.S. Department of Agriculture's Emomic 
Research Service (ERS) received support to work with the Ministry of Agriculture on 
situation and outlook analyses. The ERS m d  its objectives by producing reports in 
Czech and English for dairy production, wheat, and barley. USAID made a one-time 
grant to USDA to administer the Cochran Fellows program, selecting Czechs to 
receive short-term U.S. training in such topics as food and feed processing, agro- 
industrial dewelopment, and farm management. Over 17 Cochran Fellows were 
selected since 1993 using SEED funds, and USDA continues this program. 



The American Cooperative Enterprise Center (ACE), funded by USAID and the U.S. 
mqmative community, provides technical assistance and training to encmurpge U.S. 
joint vcntum and trade with private and newly privatkd agribwinesses in the Czech 
Republic. Thc ACE Center officially inaugurated its Prague Regional Headquarters 
in September, 1992. The Center's activities include training for agricultural 
coopcmive managers in management and business, technical assistance to privatizing 
cooptratives, and an infmtional bulletin for the region. 

Energy d I*- 
Thc energy assistance program in the Czech Republic focuses on three major 
objectives: (1) restructuring and privatization of the power sector; (2) developing a 
private sector market for energy efficiency and environmental services; and (3) 
enhancing of the safety of Czech nuclear power plants. Infrastructure activities have 
focused on telecommunications. 

In the area of power sector restructuring and privatization, the USAID program has 
provided support to the Ministry of Industry and Trade in the preparation of the 
regulatory section of a new energy law for the electric power and gas industries. 
Under the Utility Partnership Program, seminats and training have beerr provided to 
key government and utility officials on the basic issues in economic regulation of 
utility systems and on the structure and operation of independent regulatory authorities 
in a market cconomy. A ministry delegation responsible for the draft law visited the 
United States in October 1993 to meet with Federal and state regulatory officials iand 
experts. Houston Lighting and Power is the sister utility of the Czech Power Works 
(CEZ) and has provided information and support in helping CEZ management address 
the financial, legal and regulatory issues in the privatization of the company (currently 
about 30 percent of the company is private). Central Maine and Elactrot& are 
working with the Prague distribution company on its strategy for selecting foreign 
partners. These large companies art in the second wave of privatization. 

With the progress of the Czech economy in economic restructuring and privatization, 
a market for energy efficiency and environmental sesvices is developing. Under the 
USAID contract with FCGIHagler, Bailly, an effort to pinpoint the key legal, policy 
and financial obstacles to development of energy service and performance contracting 
agreements will be developed. Under the Intcragawy Agreement with the U .S. 
Dqwtmmt of Energy (DOE), the non-governmental energy efficiency center 
(SEVEN) and the new Association of Energy Managers have carried out training for 
local companies and promoted this approach .through conferences. Several U.S. 
energy companies arc collaborating with SEVEN in these activities. 

DOE has been worlring with the towns and cities of Cesky Krumlov, Ostrava and 
P b  on cost-effective strategies for reducing wasted energy and improving the 
environment. A new program has started in Usti nad Labem to address the issues 
dated to old district heating systems and to promote energy efficiency investments. 
A m f m c e  was held in P k n  in April 1994 to examine in detail and disseminate to 
Czech municipal leaders in North Bohemia and other rcgions, experiences fiom the 
major work to date in Krakow (Poland) and in other pilot projects in the Czech 
Republic. 



USAID support nuclear safety through the DOE-managed short-term, operational 
safety improvement activities at the nuclear power plant Dukovany. Thesc activities 
include training, risk assessment work through the In-onal Atomic Energy 
Agency, acc ik t  lnralizntion systems design and irnplemartation, and adaptahon of 
mulb from the DOE/Institute for Nuclear Operations' initiative with Russia on 
symptom-based emergency operating instructions. 

The U.S. Nuclear Regulatory Commission (NRC) is also managing an information 
and training program to upgrade the capabiitics of the new Czech State Nuclear 
Safety MCC. NRC has pmvided computer safety codes, training in NRC offices on 
tegulatory safety issues, inspactor training at U.S. field sites, and support in carrying 
out a regulatory safe~y review of 'the proposed fuel and instrumentation and control 
systems at the Ternelin nuclear plant, which am being supplied by Westinghouse. 
This represents the first major effort to combine modern U.S. and Russian VVER- 
loo0 systqns. 

In infiastructun activities, extensive studies of the telecommunications sector 
restmcturing and regulatory regime have becn conducted following introductory 
telecommunications policy seminars. In cooperation with the Trade and Development 
Agency, expert advisors from the law firm Squire, Sanders and Dempscy provided 
advice on restructuring the telecommunications sector and on developing laws and 
regulations conducive to privatization and competitive provision of 
telecommunications SCNices. Through a grant to the U.S. Telecommunications 
Training Institute (USlTI), 11 telecommunications officials were trained in the U.S. 
The training was partially funded by major U. S. telecommunications companies. 

Fmtering Demomatic Institutions 

USIA and USAD administer a number of democratic initiative programs supporting 
civic organizations, aducational reform, local government, media training, labor 
unions, and English language instruction. More than 125 Czechs have traveled to the 
U.S. during 1993 on visits under these programs, and a large number of U.S. experts 
have traveled to the Czech Republic. 

Medic Lmngurrge 
The International Media Fund (IMF) is involved in media training activities in the 
Czech Republic. The IMF awarded a grant to Palacky University's Journalism 
School to establish a radio education facility. USIA's funding to the Center for 
Independat Journalism has allowed it to remain one of the most successful centers 
of media training in the region. USIA also supports visiting journalism professors 
from Columbia University to develop cumcula and teach professional standards to 
journalism students. 

USIA also support English teaching, and some 30 Peace Corps volunteers have 
worked or continue to work under the auspices of the Ministry of Education in 
teaching English as a foreign language in university, teacher training college, and 
secondary school faculties. 



Non-t3mtmmen&zl Otganizatiom 
In response to the DemocrPlcy Network announced by President Clinton in January 
1994, the Democfpcy Commission was established with the U.S. Embassy to wet~ct 
all projects and activities related to supporting democratic institutions and building 
civic society in the Czech Republic. The guidelines for the Commission's operation 
were formulated in the Dcmocmcy Strategy, that stated specific objectives to be 
achieved in this field: Strengthening the capability of local non-govemmartal 
organizations, instilling dexnocratic principles in leadership, educational =form 
directed through civic education and citizens' participation, and providing further 
support and training to media. 

An $1.5 million grant will be awarded to the U.S. Foundation for a Civil Society to 
provide technical assistance, training and small grants to local grass roots 
organizations. The Czech Republic will participate in a regional networking project 
conductad by the National Forum Foundation as well as in the Intenrational Center for 
Not-for-Profit-Law program to create and support non-profit legislation in CEE 
countries. The program is designed to create self-sustaining indigenous NGOs in the 
Czbch Republic. To complement this project, USAID has initiated an intensive 
training coufse in the U . S. for ten .NGO managers. 

Ruk of Lmv and N l i c  Administmon 
Under the Rule of Law program, the US WHA Rule of Law Steaing Committee 
worked with George Washington University to fund a year-long Master of Law 
program for three Czech lawyers. A Czech Republic liaison from the American Bar 
Association's Central and East European Law Initiative (CEELI), is continuing 
CEELI's work on a non-profit law. CEEU is providing a number of American 
experts to assist the Czech government in rtwnrting the criminal procedure code. 
Impact of this support is reflected in a decision to design a system closer to the 
adversarial model found in the U.S. CEEU will send one key expert from Yale 
University to assist in implementation of the code in 1995. 

At the request of Czech authorities and judges' and legal associations, CEELI is 
directly involved in development of ethics codes and standards of professional 
behavior to help insure the independence of the legal profession. CEELI's work 
includes suggesting curricula for professional education and has already included a 
large legal ethics workshop. 

Under an initiative of the House of Representatives Special Task Force on the 
Development of Parliamentary Institutions in Eastern Europe (the Frost Task Force), 
the U.S. had supplied technical assistance and equipment to the Czechoslovak Federal 
Assembly. The objective of this program, administered by the Library of Congress, 
was to strengthen the legislative process by improving parliamentary research and 
reference capability. After January 1993, the program focused on new assistance to 
the Republic's parliament, rebuilding its informational and communications capacity. 
At a highly publicized event in May 1994, the Chairman of the Parliament and 
Ambassador Basora signed a document marking the succtssful completion of the Frost 
Task Force work. 

The An-ClO's Free Trade Union Institute has provided training and assistance to the 



Czech Republic and Slovak Federation of Trade Unions (KOS). The Institute of 
Public AdmirriStration twisted the Czech Institute for Local Administration, which 
designs and delivers training to both local and republic-level government employees. 
The Intcmational City Managers Association provided technical assistance, training, 
and a small amount of equipment to the Union of Towns and Communitics.Impnwing 
Qulllity of Life 

Improving Quality of IAfe 

Environment 
U.S. environmental assistance to the Czech Republic is designed to support economic 
restructuring and reduction of environmental threats to human health through three 
objectives: supporting reform of the environment-related legal, regulatory, and policy 
environment; strengthening the institutional capacity of government, non-government 
organizations, and the private sector in environmental management; and increasing the 
level of environmental investments. 

USAID, the Environmental Protection Agency (EPA), and the World Bank cooperated 
with Czech officials in drafting a national environmental strategy and action program 
that was adopted in 1991. This strategy was used as part of the World Bank's 
structural adjustment loan and as the basis for a $15 million USAID environmental 
sactor grant. The $10 million allocated to the Czech Republic has ban fully 
transferred for the importation of U.S. goods, and some of it was used to purchase 
monitoring and early warning equipment from UNISYS and Hewlett Paclrard for the 
industrial region of Northern Bohemia. Incal cunmcy generated from the grant 
supports environmental program and policy reforms, environmental clean-up 
activities, and environmental investments. A long-term adviser for the World 
Environment Center (WEC) provided assistance on the'ust of funds from the sector 
grant* 

The same WEC advisor provided technical assistance in drafting an environmental 
liability law. With his help, a law containing several environmental liability and audit 
provisions is in place. The Environmental Law Institute has assisted the Czech 
Republic in developing an environmental impact assessment law, a hazardous and 
solid waste law, and in improving public participation and rights with mpcct to 
environmental protection. 

The Environmental Training Project, a consortium headed by the University of 
Minnesota, has provided training in envimmerrtal policy and planning, business 
management, and public outreach. Duke University leads a second consortium that is 
developing training programs in environmental economics and finance in collaboration 
with the Prague School of Economics and the Foundation Project North in Usti nad 
Labem. The heavily polluted town of b i n  received direct assistance in developing 
more effective economic approaches to high-priority environmental problems. 

Public sector activities include a comprehensive risk analysis for the Ostrava region, 
completed by the EPA, which indicated that coke oven emissions an the most serious 
environmental threat in the region. The implementation phase of the project resulted 



in a negotiated 'contract' between industrial enterprises, the authorities and the 
Ministry of the Environment to enamage the modernization of steel production, with 
an eye on the poor conditions of the region. To jtrengthcn its implementation, EPA 
has installed a long-term expert located in Ostrava. 

Workshops were conducted in Northern Bohemia to review work done by EPA and 
Czech experts on air quality management and environmental health impacts in the 
Teplice region. The EPA is also giving technical assistance in environmental audits 
of facilities targeted for privatization, and has provided Geographic Information 
System (GIs) equipment, other technologies and training to improve Czech 
information systems and monitoring capacity. 

The Harvard Institute for International Development is cwrently developing and 
disseminating information on economic instruments for application in pollution control 
both by regulators and restructuring companies, who have seldom accounted for the 
costs of pollution in the past. Several options for pollution reduction were developed 
and they arc under discussion by Czech national, local governments, and the private 
sector. 

The World Environment Center has undertaken several waste minimization 
assessments in the petrochemical sector, helped establish a Czech Environmental 
Management Center, and trained over 100 industrial dirccton and managers. WEC 
also initiated a comprehensive waste reduction program with Chemapetrol in Northern 
Bohemia, one of the lagat petrochemical plants and refineries in the Czech 
Republic and with Spolana Neratovice (another chemical plant). 

In addition, an environmental business specialist was retained to provide technical 
assistance in the prqwration of funding and business proposals for Czech 
environmental companies, to facilitate their access to financing and opporhmities for 
joint ventures with U.S. companies. Technical assistance is also provided to 
familiarize them with U. S. environmental equipment, technologies, and engineering 
consulting semices. 

In support of the Environmental Action Plan for Central Europe approved at Lucerne 
in 1993, USAID launched the EP3 project to facilitate environmental investment. 
Technical assistance includes project selection, prepatation of business plans, project 
planning and providing technical expertise. 

Municipal Dcwloplmcnt 
USAID, assisted by the Urban Institute, is helping to establish a market-oriented 
system of lending to local governments to finance.residentid related urban 
infrastructure; for example, water supply rehabilitation, or solid waste disposal, 
investments long neglected under Communist rule. A $20 million Housing Guaranty 
Project, approved in August 1993, is today anchoring a new Czech Municipal Finance 
Company, better known by its Czech acronym MUFIS. MUFIS is a central revolving 
loan fund lending to banks and other financial institutions, which in turn, will fund 
projects submitted by the municipalities. In December, the U.S. investment company 
Lazard Fnrts won the auction to bacorne the lender. U.S. experts are helping 
localities to establish capital budgeting procedures, prioritize municipal investments 



and prepare bankable infrastructure projects. Banks and other participating financial 
institutions wiil be trained in municipal project appraisal techniques and a d d i t i d  
technical assistance to implenrart the program. Development of a municipal 
inhtructurc finance system decentrabs investment decisions and strenghens the 
role of local government. This program has been welcomed by Czechs as one that 
supports dacentralizntion, strengthens democracy by bolstering focal government, and 
improves the quality of life for individual citizens. 

During 1993 the UrQn Institute (UI) provided housing policy advice at the national 
level and in 1994 continued to work closely with the city government in fiber#: in 
designing and implementing its housing privatization and management strategy. UI's 
work on alternative housing allowance methodologics multed in the adoptron by 
Pariiament of legislation at the end of last year. Earlier e f f m  contributed to: (a) 
preparation of a national condominium law, a nacessary ingredient in privatizing 
publicly-held apartments; (b) privatization of housing management functions in 
s e W  districts of Rague; and (c) impmvements in formulating policies at the local 
level to evaluate developer proposals and to manage rcal estate assets. 

In the private sector, the Planning and Developmart Collaborative (PADCO) 
completed its work with the Czech Guild of Contractors to train private contractors 
and developers in the areas of construction management and alternative housing 
construction technologies. This year, the Eastern Europe Real Property Foundation 
continues to provide organizational and technical assistance to the Czech Real Estate 
Broken Association (ARK), and s ~ ~ ~ t ~ ~ f u l l y  conducted a regional meeting of Eastern 
European r d  estate professionals. 

Heaith 
In March 1992 USAID signed a $2.1 million PYtnership in Health Care grant to help 
provide assistance to Czech health institutions to improve prevention, diagnosis, and 
treatment of heart disease, particularly in high risk candidates. The program links the 
University of C a l i f d  at San Francisco and the Stanford Center for Research and 
Disease Control with the Institute of Clinical and Experimental Medicine at Charles 
University, the Institute of Hygiene and Epidemiology, 'Vinohrady University 
Teaching Hospital and Litomcrice Hospital. The program has improved both health 
care delivery and public awareness of heart disease by working at multiple levels of 
the health cart system. The implementation sites include communities outside 
Prague, and the project also includes developing components for school cumcula on 
nutrition and illness prevention. 

Through the regional Health Markets project USAID has programmed over $3 
million to assist the Czech health care reform in mating a sustainable private health 
sector. Technical assistance and training in health insurance and actuarial analysis 
topics have been provided to the General Health Insurance Company (VZP) and 
several branch health insurance companies to master new skills required for 
developing health policy, financing and analysis. A mobile seminar in the US was 
organized in 1994 to inform Czech policy makers, including the Minister of Health, 
about the US system of managed health care. USAID's resident advisor from 
Healthcare Enterprise International works closely with senior policy makers at the 
Ministries of Health and Financc to confirm program direction and strategy. 



Hospital and ambulatory quality assurance programs have been quating at several 
institutions, for instance Vinohrady University Teaching Hospital and the Nephrology 
and Dialysis Center and Policlinic in Kolin; it is expactad that from this Ministry of 
Health will develop hospital standards to introduce hospital accreditation in 1995. 

At the quest of the Minister of Finance, assistance has bcen provided since 1992 to 
mate a legal framework for introduction of independent, not-fa-profit artitics into 
the economic structure, specifically in the health sector. The full-time office for the 
AID Health Markets Project was established in 1993, and along with other US 
specialists, has provided legal and technical assistance to the Ministry of Finance in 
prepslring legislation to cr#lte a non-profit sector. It is expected that this new law 
will expedite the separation of health carc providers from state ownership and will 
spur the establishment of new, competitive health carc entities. Current expectations 
arc that the law will be accepted by the Parliament in the middle of 1995. 

Under the Health Markets Project, the C& Republic hosted a regional conference 
entitled "Realizing the Vision of Health Reform in Centera1 Europe." Eight countries 
provided delegates with information on new directions in helath care and lessons 
learned which woulld p m o t e  more expeditious fundementat change. 

tiw Volwuory Org ankations(PVO)/H~)~~~~~ton~~ Assistance 
Project HOPE received a grant of approximately $666,000 to develop plans for 
impnwing nursing practices and education. Training in cytologic cancer screening 
and resuscitation skills to support newborns was also provided. The most visible part 
of the project was the tnining program for hospital managers, which is continuing 
after the USAID grant has expired and a new activity begins in cooperation with the 
Czech Ministry of H d t h  and the Parliamentary Committee for Health and Social 
Policy. 

The U.S. PVO Jewish Joint Distribution Committee has provided training to 
professionals in progrtssin methods of care for persons with disabilities. Training 
and technical assistance is being provided to local institutions focused on integration 
of the handicapped into society. So far, about 1,000 people have received training 
through this project and three community living arrangements (specially equipped 
apartments) have been established. 

Using USAID grant funds, the YMCA promoted youth services programs thmgh the 
country YMCA associations. In the Czech Republic, future leaders' training as well 
as a number of sport, culture and social activities for youth and families were started 
within the 'revitalization' program. 40 years after its dissolution by the state, the 
Czech YMCA now several thousands of members in 20 branches. 
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ESTONIA ANNEX 

U.S. Support for East European Democrscy (SEED) Act assistv~x priorities in Estonia 
arc to: 1) create an open market economy and ensure that private sector ectmomic reforms 
arc sustainable; 2) support environmartal protaction; and 3) strengthen a pluralistic 
democracy and key. institutions that manage or support private scctor development. Total 
U .S. economic assistance to Estonia through Fiscal Year (FY) 1994 was over $4 1 million, 
including $12.4 million in development assistance as of September 30, 1993. The U.S. 
Agency for I n t u n a t i d  Development (USAID) prqjects arc implemented in Estonia thrwgh 
many r e g i d  grants, oooperativc agr#ments, interagency agreements, and contracts. 
Country specific activities under thest regional instruments, and the U.S. orgrnizations 
implementing them, arc described below. The funding levels shown arc estimated 
cumulative amounts. 

The US. assistance program in Estonia was established in October 1991. At the 
time, the U.S. provided a rapid response in the supply of humanitarian and food aid. The 
U.S. Department of Agriculture (USDA) provided a total of 100,000 metric tons of feeci 
grain valued at approximately $1 1 million to Estonia in early 1992, followed by $10 million 
in Public Law 480 (PL-480) Title I agricultural credits. In 1992, U.S. assistance helped the 
Estonian Ministry of Economy to create an automated voucher system, allowing residents to 
participate in public housing sales. Privatization assistance accelerated under the guidance of 
USAID-funded contractors. USAID-funded grantees helped coalesce local political 
organimtions, preventing them from fractionalizing and improving their effectiveness in 
campaigning prior to the 1992 national elections. 

USAID provided financial support for a country-wide environmental assessment and 
the Baltic American Enterprise Fund was authorized to assist newly privatized small- and 
medium-size Estonian businesses. The Fund is expected to be operational in 1995, 
commencing with the nomination of the Board of Directors. USAID-funded assistance to 
Estonia's Privatization Agency facilitated the sale of fifty state-owned enterprises. U.S. legal 
teams helped the Government of Estonia (GOE) draft new laws on privatization, 
cooperatives, contracts, taxation, and budget =form. In September 1993, a well-timed 
USAID grant supported the newlycstablished Round table discussions between the GOE and 
ethnic minority groups. The discussions were instrumental in forging a broad consensus on 
needed reforms. 

Pn'vuuizcrrion and Ecoluwltlk Restrucnurnurng 
Under a $451,000 technical services contract signed in early FY 1992, Deloittc & 
Touche assisted the Ministries of Economy and Finance and the Estonian Riigikogu 
(Parliament), in creating an automated voucher system for the GOES privatization 
program. Work also included improving status of the electronics and agricultural 
sectors and assisting the Ministry of Reform on the privatization law. 

In June 1992, under a $575,000 follow-on contract, Deloitte & Touche provided 
further advice to the GOE, including the State Property Board, on modification of its 
banking laws as well as studies of the macroeconomic impact of privatization. 



Under a Deloitte k Touche subcontract in July 1992, Development Alternatives Inc. 
and Gamomics Inc. provided technical assistance to Vaikc-Maarja, a newly-privatized 
key d a q  c~~pcrative, enabling it to serve as a model for future agricultural 
privatization. 

Since March 1993, KPMG Peat Marwick, also under a USAID contract valued at 
approximately $2.5 million, has bcen providing the Estonian Privatization Agency 
with a team of investment bankers to negotiate and sell a number of  stat^^& 
enterprises to foreign and domestic investors. The KPMG team is working in tandem 
with advisors from the German Tmhand Agency. The tender process of selling 
small, medium, and large-sized business is currently in its eight phase. This 
rcprtsents the majority of companies thought to be of interest to international 
investors. Two or three additional tenders will be advertised locally. KPMG 
consultants will continue to provide assistance. For the year ending September 1994, 
a total of 126 contracts were signed with a value of $61.3 .million. 

New activities undertaken in 1994 include the creation and implementation of a 
contracts compliance feasibility study for the EPA on ways to privatize "strategic" 
enterprists. 

Technical Assistance to Enterprises 
The International Executive Service Corps (IESC), which opened its Tallinn field 
office in 1992, was awarded approximately $950,000 to employ retired volunteer 
executives (VEs) to establish hands-on technical assistance to private businesses and 
state-owned businesses in the process of privathtion. As of October 1993, 
approximately twenty Ves have completed assignments in Estonia which average 
thrse-six weeks. The VEs have helped reorganize businesses, improve management 
and production, and promote market development. IESC also has provided assistance 
in FY 1993 to the Sillam& and Nawa employment departments, the dairy industry 
and Estonia's airline, Estonian Air. 

The Center for Intenrational Private Enterprise (CIPE) has been awarded $500,000 
since September 1992 to promote enterprise development. A sub-grantee, the 
Estonian Small Business Association (EVEA), is promoting small busbess 
development in cooperation with the Estonian Privatization Agency. CIPE's 
assistance has enabled the EVEA to strengthen its ability to represent the interests of 
entrepreneurs in Parliament, publish a business information newsletter, conduct a 
survey of business attitudes toward new regulations (a new method of opinion 
gathering which has attracted much attention), and promote an overall positive image 
of small business throughout Estonia. Funding will continue in FY 1994 as CIPE is 
expected to d v e  an additional $463,000 for assistance to Estonian enterprises and 
private sector busin& wcr the next thr& ymrs as part of a larger Central 
European regional grant. 

The U.S. Peace Corps program in Estonia began in FY 1992. ~urrer id~,  28 Peace 
Corps Volunteers work in Estonia, with nine working on USAID-funded business 
projects. In FY 1993, through the USAID-supported Small Project Assistance (SPA) 
program, Peace CorpdEstonia received $5,000 to support small-scale community 
development and training activities. In FY 1993, USAID transferred $2.16 million to 



Peacc Corps for its FY lW3/ 1994 European Business Development -ram 
activities; Peace CoqdEstonia has mxived almost $110,000 annually to provide 
technical mistance, training and informaton to small- and medium-size businesses. 

In third quarter FY 1994, a group of m m t  MBA graduate volunteers from U.S. 
universities have baen placed in Tallinn rrnd Tartu as part of a new Central Europuur 
regional program. The MBA Enterprise C o p  program wil l  complcmat the above 
programs by providing long-term business developmart assistance to host firms and 
organizations in small- and medium-size settings. 

@American B w i m  d t i w t c  Scctor Dcwloponcnt Initiatiw 
Under the American Business Initiative (ABI) Project, the Department of Commerce's 
Eastern Europe Business Information Cintcr (EEBIC) h i d  an Estonian national in 
April 1993 to disseminate information on joint ventures and other business 
opportunities to Americans in Estonia. Two bulletins, the EEBIC's bi-monthly 
"Eastem Europt Looks for Partners* and the "EEBIC Flash" 24-hour automated 
facsimile delivery update, alert U.S. companies/individuals free of charge to specific 
Central European regional opportunities in energy, environment, agribusiness, and 
other sectors. 

@ F i l l ~ ~ i t a l  Seaor Rcfonn 
The programs described below arc part of a Central Europe regional Business 
Services Project to provide technical assistance through advisory Scrviccs and training 
for financial sector and governmental institutions. This project is designed to 
facilitate the conversion of former centrally planned aconomies into private sector- 
based economies. The project concentrates on providing long-term advisors with 
expertise in the artas of economic policy analysis, banking, public finana, and other 
specialties. 

Through an interagency agreement with USAID, the Department of the Treasury has 
pnwided long- and short-term financial sactor advisors in Estonia. Six short-term 
advisers have completed consultancies last year to provide assistance in intenrational 
finance and commercial banking. Betwan FY 1991-1994, four regional long-term 
advisers began working with the Finance Ministry in the areas of tax policy, tax 
administration, budget, and bank training. 

In Scptembcr 1992, through an interagency agreement with the U .S. Customs Service 
and Treasury, USAID financed advisory services, training, tachnical assistance, and 
study tours for Baltic customs officials to assist them in the establishment of an 
effective customs organization in Estonia. 

An evaluation of the Estonian banking and financial sectors, with emphasis on 
functions of the commercial banks, was conducted by a USAID-funded contractor 
team, Development Alternatives, Inc., during mid-1993. Estonia is one of four 
countries (Hungary, Poland and Bulgaria) where U.S. assistance has provided 
relatively high levels of assistance to the banking and financial sectors. The 
evaluation reviewed donor assistance activities and p m t e d  an analysis of bank 
restructuring programs in Estonia. 



acbrnjxtition Policy, Lmvs ami Regulaths 
In August-September 1992, under an intuagczicy agreement, the Department of 
Justice @01) and the Federal Trade Commission (FI'C) sent experts to Estonia, to 
assist the GOE in developing, refining, and errforcing economic competition laws, and 
to act as advocates for market-oriented, competitive solutions to economic problems. 
Estonian officials attendad a conference on consumer protection issues in January 
1994. In FY 1994, the FTC/DOJ hosted an Estonian intern for approximately six 
weeks of on-the-job training on competition policy issues. 

The Commercial Law Development Program (CLDP), servicing Central Europe, was 
established thnwgh an interagency agreement in January 1993 USAID and 
the Department of Commerce (DOC). The program allocates $3,745,000 regionally 
over three years enabling CLDP advisors to oversee a series of comparative studies, 
legislative drafting support, and provide &or& and long-term advisors to assist on 
trade and investment issues in the development of markct-oriented commercial laws. 
In 1992, the DOC also hosted an Estonian participant in a DOC export control 
confmce in Washington, D.C. The CLDP placed an advisor in Estonia in FY 
1994 to assist the Ministry of Economy with trade negotiation and investment policy. 

USAID is implementing a $1.5 million regional bankruptcy project through Deloitte 
Touche to assist in the promotion of formal and informal bankruptcy pnrcadwcs in 
order to kilitate the restructuring or closing of financially troubled enterprises. 

Deloitte advisors have conducted a legal survey and analysis of the status of 
bankruptcy laws and practices and may provide training workshops and advisory and 
or ad-hoc Scrvicts. 

*Agnculnut 
Assistance to Estonia is funded through USAID'S Cenfral Eumpe regional 
RestNcturing Agriculture and Agribusiness Project, which includes three grants 
described below: 

Since FY 1991, $440,000 has bocn provided to the Volunteers for Overstas 
Cooperative Assistance (VOCA) to provide short-term technical assistance to farmers, 
agribusinesscs, and cooperatives. VOCA has semt several volunteers over the past 
year to assist in the improvement of production and marketing at the Halliste Dairy 
Farm. VOCA has also provided technical assistance in privatization to local farmers' 
groups and curriculum reform at Tartu Agricultural Academy and Tam School for 
higher management. 

Agricultural Cooperatives Development International (ACDI) is providing agriculture 
advisors to private farmers, agricultural credit agencies and extension s d a s  valued 
at $217,000. Luan officers of the Estonian Land Bank have received training in 
evaluating loans. 

In September 1991, under a $233,000 cooperative agreement from USAID, Land 0' 
Laltes organized incountry training for agribusiness managers in focusing on business 



and management topics. 

*Management Uuauion 
The U.S. InfO1"TNLtion Agency (USIA) is administering a $567,000 management 
trPining and economics education program under an intuagcncy agr#ment with 
USAID. USIA has provided management training consultants to maet with 
government and acrrdemic officials. Key texts in management related topics have 
been provided, and USIA has sent three Estdan businessmen to the U.S. to visit 
American enterprises. Two of USIA's pmgrams an described below: 

In September 1992, a two-year pmgram was established to promote faculty exchanges 
between Bentley College in the US., Tartu University, the Estmhn Agricultural 
University, and Tallinn Technical University, to assist in restructuring curriculum in 
economics and business management. A major element of the program includes an 
intensive summer program, hosted by Batley College, in which 29 Estonian faculty 
members visitad the campus in Waltharn, Massachusetts in June 1993. 

Under the Alexander Hamilton program, two U.S. professors are on one-year sabbaticals 
at Estonian Universities serving as consultants and instructors to assist in the development 
of economic courses. 

Panicipnt M n i n g  
The regional USAID Participant Training Program for Europe (PTPE) began in FY 
1992. A total of $282 .0  of this program has been budgeted for training of 
Estonians in various fields not being addressed through other USG-funded programs 
in Estonia. By the end of FY 1994, an estimated 25-30 persons have been trained. A 
secorrd regional training program by the Partners for I n k m a t i d  Education and 
Training (PIET), is being implemented through five individual cooperrtive agreements 
with U.S. non-governmental organizations. The PET program will also provide 
additional training for approximately twenty-one Estonians. Estimated cost of this 
program is $150,000. Both t h e  training programs will provide Estonians with the 
naowsary skills to enable them to contribute to their country's transition to a market 
economy. 

Encrgy and I ~ f r u c t u r c  
The cnergy assistance program in Estonia is focused on energy efficiency and power 
sector restructuring and management improvement. Given their size and dependence 
on energy imports, regional cooperation is of great importance to Estonia and a Baltic 
Energy Council seryes to coordinate some programs. USAID has strongly supported 
these regional efforts. Approximately $1 million has been obligated for energy 
programs in Estonia during FY 199 1-1994. Activities include the following: 

.Energy @iciency and Pricing 
The Emergency Energy program involving pilot industrial energy efficiency projects 
in four facilities was successfully completed. A concluding workshop to disseminate 
the results of the program attracted 150 Estonians and ten U.S. energy efficiency 
equipment manufacturers. The involvement of Estonian private subcontractors was 
effective in stimulating the emergence of private cnergy service companies in Estonia. 
U.S. assistance plans to build on this success. The pricing assistance provided under 



the Emergency Energy Project provided the foundation and methodology for the 
accepted plan to move petroleum toward market pricing. 

. h w r  Semt Rcsnrctrrring and Management 
The Estonian power sector is going through a significant restnrcturing and the 
fiamcwork and organization of the industry is under '&bate. USAID has invited 
Estonia and &ti Energia to participate in the Utility Parblership Program, managed 
by the U.S. Energy AsJociation (USEA) in COOperOtion with the U.S. utility industry. 
USEA is in the pnwxss of selecting a U.S. utility company pprtner for Estonia. 
Three priorities have been identified for program emphasis: utility regulatim and 
industry structure, fbncial management, and ratosetting and accounting. 

.Regional Energy Coopcmtion 
Estonia has actively participated in a regional electricity contracting and pricing 
program that has pvided; through USAID's contract with RCGIHagla, Bailly, Inc.; 
technical assistance and training on the details of electricity sales contracts. This 
collaboration has been extremely productive: based on the assistance, bilateral 
agreements have been executed between Estonia-Latvia and Lithuania-Latvia and thesc 
agreements were the basis for negotiation of other bilateral agreements on electricity 
interchange between Lithuania-Belarus and Latvia-Russia. In addition, a ten-page 
draft multilateral agreement among the threc Baltic electricity companies concerning 
the parallel operation of their systems has been prepared for adoption by the nine- 
member Baltic Energy Council that oversees the apeation of the regional Baltic 
Dispatch Center in Riga. 

Environmental Prvtetion 
USAID and the World Bank cooperated with officials from all three Baltic Republics 
to p r q m  national environmental action plans which are the basis for national 
discussions on environmental policy. The environment program in Estonia is 
designed to compliment economic restructuring, as well as reduce threats to human 
health caused by heavy industrial activity. This objective will be met through: (1) 
support of environmental policy reform and economic policies, including legisiation, 
regulations, and dconomic sanctions (fees and fines); (2) improve efficiency and 
effectiveness of public sactor environmental investments; and (3) support and 
encourage the expanded role of private sector environmental investments. 

Environmental hi ti^^^ 
The policy =form component of the USG environmental program in Estonia is 
implemented through the CEE regional Environmental Initiatives Project through the 
Harvard Institute for Intenratid Development (HIID). The HIID activity provides 
for long- and short-term policy advisors and consultants, support for local scholars 
and policy analysts and seminars, conferences and workshops. 

HIID has also carried out a series of environmental economic policy case studies in 
the Baltics, including a case study of water and waste water pricing and fhancing, 
presented at a January 1993 Baltic regional workshop. In February 1993, HIID 
developed a policy case study with the Ministry of Environment on natural resource 
pricing and taxation policy focusing on mining and forestry. A regional workshop to 



discuss results was held in March 1993. A long-term resident advisor to support 
Hm)'s policy work in the Baltics has been selected and will take up residenot in 
February 1994, probably in Tallinn. 

*Priwe Sector Envimnmen#l Aararvin'cs 
USAID is funding an Environmental Action Program investment demonstration 
project, the Estonia Hot Spot project, at the RAS Kiviter oil-shale chemical and 
refining plant in Northeast Estonia. Kivita is loclted in Northeastem Estonia, 
within one of the most polluted regions in the Baltia. Kiviter, as well as the 
entire oil shale mining and dining industry are the largest cartributors to the 
were pollution in the region. USAID assistana, under the EAP, concentrates on 
reducing the impact to public health from implementing low cost investments in the 
plant, pnwiding technical assistance in product marketing, production, and 
management and training. Additional donor assistana to Kivitcr will be 
encouraged through the EAP. 

The World Environment Center (WWJ), through a coopefative agreement with 
USAID, is implementing low-cost private sector investments under the Environmental 
Initiatives Project. To date WEC gas received $257,000 to implement waste 
minimization demonstrations through low-cost investments, as well as environmental 
assessments in a meat p d g  plant, a large tannery, and the Kiviter oil shale 
piant. 

In October 1993, WEC organized an environmental assessment workshop for 40 
people from the Baltic region. This workshop helped to train managers to undertake 
environmental plant audits and waste minimization programs themselves, thus helping 
to achieve repliability and sustainability of the program, as well as inducing the 
eventual creation of indigenous envinmmental SCNice companies. WEC is also 
developing a "pollution prevention center" in each of the Baltic republics and extend 
pollution prevention and waste minimization programs. 

*Improwxi Envimnrncntal Acblic Sector 
The public sector institutional development component of the USG program is carried 
out under the Central Europe regional Improved Public Sector Environmental Services 
Project, though an interagency agfctment h a n  USAID and the U.S. 
Environmental Protection Agency (EPA). The EPA has been assisting the Ministry of 
Environment to improve its management capacity. In September 1993, EPA began a 
demonstration environmental assessment of oil shak mining and ~cclamation, and 
environmental impact and risk assessment training. EPA also provided technical 
assistance in improved, efficient mining technology. In addition, EPA's regional 
assistance includes environmental monitoring, twinningkchnical assistance and risk 
assessment training in cooperation with Lithuania and Latvia. 

Fosking Democratic Institutions 

In September 1993, USAID provided a $15,000 grant to the GOE to help underwrite 
a series of Round table discussion meetings with non-citizen minority groups residing 
in Estonia. Now in its fifth round of talks, the Round table has helped to construct 
open dialogue with minority groups over subjects such as citizen's rights, language 



quirements, and municipal elections. 

To stragthen democratic institutions, USIA, through an inteaagency agnemcnt with 
USAID, funds the following training and education program activities: A grant with 
Iowa State University is pmviding assistance to improve the legal system to support a 
mar& economy and financing system through the exchange of financial experts and 
internship training programs. 

In FY 1993, an EFtonian journalist was p l a d  at Ohio Univdty for a year, and a 
short-term American advisor is working in Estonia with local media orgarhtions. 

The National Academy of Public Administration (NAPA) is strucauing linkages 
betwacrn the legislative and executive branches of government and between ministries 
and regional governments. 

The U.S. Baltic Foundation (USBF) provided in FY 1992 a series of eight-week 
internships with municipal governments in the U.S. The USBF also completed in 
March 1993 a compendium of U.S. non-gwmmental organizations with 
activitidinterests in the Baltics. 

In February/March 1992, the Rule of Law program sent Estonian judges, 
administrators, prosecutors, and attorneys to the U.S. to examine the American legal 
system. American judges and legal experts have been provided on a short-term basis 
to meet with Estonian counterparts and provide advisory services. S p e c W  book 
coUections have also been provided to Estonian judges and lawyers. 

In April 1992, Estonh journalists received a first-hand look at the latest in U.S. 
radio and television programming and equipment under the mass media training 
project. In addition, consultants, books, and workshops have been provided in 
Estonia to train radioiTV journalists, media managers, and broadcasters. USXA's 
English language Teaching Program has placed an English as a Foreign Language 
fellow at the Tallinn Pedagogical Instituk to train local teachefs. Other specialists, 
books, and materials have been provided to support English teachers in Estonia. 

Political k c s s  
The National Democratic Institute (NDI) has placed a municipal advisor in the city of 
Tartu. The advisor is helping the municipal governments in Narva, Tarhr, and Voru 
find ways of including residents and community groups in the work of governance. 
This is an especially important task in Narva where a city council dominated by 
Estonian ethnics must build bridges into the largely Russian ethnic community. 

.RJc of Lmv 
To assist in building strong institutions which can function independently in a multi- 
party democratic environment, $1,590,000 in computer equipment, tcc@~cal 
assistance and training has beenV-provided sine April 1992 to the Estonian lazislature. 
This activity follows the rccommcndations of the Hause ofreprtsentatives Special ' 
Task Force on the Development of Parliamentary Institutions in Eastern Europc 
Program (the "Frost Task Force"). In June 1993, members of the Congressional 
Resuvch Service (CRS) participated in a conference for Members of the State 



Assembly of Estonia, jointly sponsored with the Estonian Riigikogu (Parliament). 
Plans to establish a partiPmentary libmy and mearch facility prc being impkmented. 
Oftice automation quipmart and approximately 350 boob and periodicals 
subscriptions pre being procured. 

Through a $120,000 grant to the American Bar ASSOCiafion under its Central and East 
European Law Initiative (ABAICEELJ), an Estonian-American attorney arrived in 
July 1993 to carry out a orre year program to assist the GOE at the Tartu University 
Law School in developing constitutional reform legislation, the criminal procedure 
codc, the code of criminal law, and thc civil oode. 

.Indepcndc# Mcdio 
The International Media Fund (IMF) sent books, tape rccmdm, and computer 
equipment to the Tartu University School of Journalism in April 1992. In 1993, the 
IMF supplied equipment and training to independent television and radio stations, 
newspapus, and journalists. . Other Initicuiws 
A study of c u m t  Estonian legislation was initiated in September 1993 with the 
objective of compiling laws drafted to date across all sectors and analyzing impact 
thus far on political, cultural, economic, and cnvimnmental areas. The study will 
also mmmend any additional legislation needed to complete the reform process. 

Improving Qurrlity of Life 

Hum0lllUmOllltarian Assistance 
Under the Emergency Medical Assistance Rogram, USAID a d e d  $500,000 in the 
winter of 1991- 1992 to Project HOPE to transport pharmaceutical and medical 
supplies to the Baltic region. Under the program, over $4 million worth of donated 
medical supplies and pharmaceuticals wm provided to Estonia. 

In 1992, the U .S. Departmart of Agriculture (USDA) provided a total of 100,000 
metric tons of PL-480 feed grain, valued at approximately $1 1 million, to Estonia. 

.Health clam 
During the second quarter of FY 1994, a team of health experts performad an 
assessment of Estonian health cart neads and interview potential U.S.-Estonian 
partnership candidates as part of a new cooperative agreement with the American 
International Health Alliance (AIHA) under USAID's Partnerships in Health Care 
Project. Through technical assistance and training activities, the program proposes to 
address the country's predominant health risks and improve management oprmtions in 
Estonian health institutions. To the extent possible, the program will also encourage 
Estonian efforts to privatize the health care sector. 
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FORMER YUGOSLAV REPUBLIC OF MACEDONIA ANNEX 

Economic Restmcturing 

U.S. advisors worked with the Finance Ministry and the Central Bank on macmumomic 
policy, budget and monetary management, commercial bank optrations and the development 
and implementation of e f fdve  nshw:turing/ privatization of statc-owned enterprises. 

Bank Supruision 
A full-time resident advisor in bank supervision was placed in the Central Bank to assist 
in development of a capability for bank supervisionlexamination. This advisor, in 
conjunction with an advisor funded by the International Monetary Fund 0, developed 
a program for bank examinations and provided training to FYROM Bank staff. 

Bank Audits 
In support of a World Bank financial sector program, SEED fielded a team of bank 
auditors to conduct an audit and pordolio evaluation of two major banks: Ljubljanska 
Banka and Kommercialna Banka. 

USAID has conducted preliminary assessments of FYROM's banking and collateral laws. 

Ass~~smcnt of -Loss L&admm 
Again in connection with a World Bank program, SEED funded a group of 16 consultants 
to perform diagnostic assessments of 25 companies determined to be the "loss leaders" 
among large social enttrpriscs. The consultants presented their recommendations to the 
government on possible actions to be taken to rcstructurt and/or liquidate these 
companies, for government decision. 

Tca A&ninistration 
The U.S. Treasury has undertaken a preliminary assessment with a l i l y  role in tax 
administration. 

Agricdturc 
Recognizing the importance of agriculture in the FYROM economy, SEED h c e d  over 
65 VOCA volunteers to work with private producers, cooperatives and the government to 
improve food storage and processing capabilities and open new markets. 

acstomr Contml 
SEED also funded continued training for customs off~cials, and the purchase of computer 
equipment which will modernize handling of customs duties and cccords. 

Energy 
SEED-funded experts advised the government on alternatives for restructuring the 
monopolistic electric utility. 

Tmining 
SEED monies were also used to provide a variety of training programs for Mdonians 
from all sectors of the economy, and to permit participation by them in a wide range of 
professional conferences, workshops and seminars. 



Strengthening Democratic Institutions 

EJcctorol R@m 
To stmgthar democratic institutions, USAID and USIA have used SEED funding to 
advise politicoll parties on campaign techniques and financing. They have also conducted 
an assessmcllt of current and proposed election procedures, and have made 
~ m m ~ o n s  for changes in the legislation to remove inconsistencies. Such 
recommendations, made through CEELI and the National Democratic Institution (NDI), 
were incofporated in the draft legislation pmmtbd by the government to the parliament. 
SEED- fundad qrcscntatives from several groups (NDI, the International Republican 
Institute, and the International Forum for Elactoral Systems) served as intenratianat 
observers in the presidential and parliamentary elections. And an NDI-initiated civic 
organization trained and fielded over 900 domestic observers for these same elections. 

Dculopmcnt of Non-Gowmmental Orgcurizon'o~~~ (NWs) 
Toward the ad of the year, SEED funding was approved for a project building 
institutional capacity among indigenous non-governmental organizations w a g  in the 
area of environmental protection. This program will attempt to expand citizen 
participation in, and concern with, government and industry programs for pollution 
prevention and control. 

Improving tbt Quality of W e  
Hwrranrwrranrt4rian A s s i s ~ ~ ~ e  
SEED-funded activities in FYROM were initially targeted to providing humanitarian 
assistance to refugm from the conflict to the north. Food, wood, clothing, and other 
support was provided through the UNHCR and the Catholic Relief S e ~ c e s  (CRS). 
Medical supplies were provided through Project Hope. As the refugee populations 
stabilized and then declined, attention shifted to development activities. 

. &wid Sqfiery Net 
SEED financed consultants conducted an assessment of the social assurance programs, and 
made initial recommendations on changes needed to current laws. This will be followed 
next year by a more intensive focus on reform of the pension and welfart systems. 

Assessme# & Repair of Muiid Equipment 
SEED also financed a team of biomedical specialists who conducted a survey of some 
2,700 pieces of medical equipment in the hospitals throughout FYROM. Listings of 
equipment identified as n d m g  repbment has been shared with other donor 
organizations, to assist them in targeting assistance funded to the highest priority 
equipment needs. A listing of equipment which could and should be repaired was 
compiled, and action was initiated to locate service manuals and spare parts, by Project 
Hope experts ova  the next 18 months. 

InstinmioMl Cspocity Building 
Toward the end of the year, SEED funding was approved for community-based activities 
centering on education and the development of parcnt/teacher associations in ethnically- 
diverse villages, and on institutional-capacity building among indigenous women' 
organizations. These longer-term programs will attempt to bring together Macadonians of 
different ethnic groups around issues of common interest, such as health and education. 
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HUNGARY ANNEX 

Banking and Financial Services 
USAID-funded ICSikt advisers from the U.S. Department of the Treasury are the 
cornerstone of the USG's support. Since September 1992, the U.S. Treasury has 
managed a financial advisory program throughout Central Eumpe. Hungary has been 
a major focus of activity with as many as five resident Treasury advisers assigned to 
it at one time. Two advisers arc cumt ly  residerrt in Budapest. 

Treasury advisors have provided long-term assistance to Credit and Commerce Bank 
(OKHB) and Hungarian Credit Bank (MHB) to advise on credit policies, lending 
analysis and risk management. In addition, a long term advisor to the Minister 
responsible for privatization provided assistance in the artas of bank privatization, re- 
capitalization and loan consolidation. This assignment ended in April 1994. In May 
1994, another long-term advisor began work at the Bank Control Unit of the Ministry 
of Finana to assist in developing the infrastructure needad by the office. Since 1991, 
thr# U.S. Treasury advisors have worked msecutively at the Ministry of Finance 
advising on issues relating to budget planning and bank reform. 

USAID has supported the Treasury advisors with bank policy and privatization 
consultants from KPMG Peat M c k .  KPMG has consulted with various parts of 
the GOH since fall, 1992. In addition the Financial Services Volunteer Corps, a 
grantee organization supported by the USAID provides short term assistance to 
expedite bank reform. 

Assistance which the U.S .G. provided in 1994 is an excellent example of how USAID 
supports the GOH's bank reform efforts. When the Ministry of Finance became the 
owner of eight of Hungary's major banks at y e a r 4  1993, the Ministry requested 
USAID assistance to help it plan and carry out its new responsibilities as owner. The 
MOF's resident Trtasury Adviser and USAID worked quickly to assemble a package 
of short term assistance: Funded under its USAID contract for bank policy assistance, 
KPMG Peat Marwick organized and ran a successful two day seminar in March 1994 
for bank board members on cotporate governance; In April, an adviser arranged by 
Financial Services Volunteer Corps from the Federal Reserve Bank of New York 
spent three months advising the Ministry on how to design and evaluate corrective 
Action Plans which the banks must submit to demonstrate how they will improve their 
performances. The advisor returned to h e w  the banks* progress in September. 
FSVC will also provide an advisor in November 1994, to help the Ministry review 
the banks* systems and reporting capabilities. 

In addition, USAID, working with the Ministry and the resident Treasury adviser, 
designed a program to provide approximately $1.6 million in consulting assistanct to 
improve the Ministry's ability to monitor and oversee financial and operational 
performance of state-owned banks over the next year and a half. 

Throughout 1994, the Financial Services Volunteer Corps (FSVC) has sponsored 
experts to advise the National Bank of Hungary and the Ministry of the Interior in 



building a municipal finance market. FSVC arranged for a scnior o w  from the 
Fedenl Reserve Bank of Ntw York to advise the Ministry of Finance an bank 
reform. A former U.S. bank CEO recently Pdvisad the chPrirman of the National Bank 
of Hungary (OTP) on how to manage its subsidiary investments. 

FSVC has also provided experts to advise Hungorien banks on loan work out and 
credit training. In the last year, FSVC expests have also advised the Budapest Stock 
Exchange, Budapcst National Bank, the Hungarian Bankers Assahtion the Share 
Participation Foundation for ESOPs, and the Intenrational Management Carter. 

H ~ g d r ~ r  American Enterprise Fund 
The Hungarian-American Enterprise Fund (HAEF) is a private! tax-exempt [Section 
501(c)(3)] Delaware corporation, established pursuant to the SEED Act of 1989. The 
Fund was developed for promoting the development of private enterprise in Hungary 
through equity investments, loans, grants, feasibility studies, technical assistance, 
training, insurance, guarantees, and other measures. With a total grant authorization 
of $65 million, it is the largest activity in the U.S. Assistance Program for Hungary. 
As of October 1994, a total of $52.5 million had been obligated down from the grant 
and $20.1 million in equity, principal and intewst cash re-flows have ockurred giving 
a total of $72.6 million available for disbursement. 

HAEF has disbursed funds for Hungarian businesses by making equity investments of 
$42 million, providing $5 million in small loans, $500,000 in micro loans, and 
providing $5.7 million in Technical Assistance. 

HAEF established a $5 million small loan program through Szbchenyi Bank and 
Maobank to provide loans to small businesses ranging from $10,000 to $100,000. 
As of October 1994, 110 loans have been made with an average loan value of 
$46,000. 

The $500,000 Micro loan program was establish to provide loans in the range of 
$1,000 to $10,000. As of September 1994, 47 loans had been made with an average 
loan value of about $6,000. 

HAEF Technical Cooperation Program has committed $6.2 million to 31 projects 
designed to develop Hungary's business infrastructure and to incnase the working 
level understanding of private enterprises. Under this component, HAEF funded 
technical assistance to accelerate and simplify company registation procedures, 
established a visitors center in the Budapest Stock Exchange, and developed a video 
training program, "Business az Biznisz," to educate entrepreneurs. 

Privoritarion 
The United States Government has been a significant supporter of privatization in 
Hungary over the last four years. It has spent approximately $20 million dollars 
mostly on projects at the two privatization agencies, the AVU and the AVRt. The 
U.S. G. currently has three projects now in place: 



The Transactions Advisor Team: Provides seven Western investment banken for one 
year to assist AVO transactions dirsctors market and sdl the 6o&odd comppnies 
remaining at the Am. Transactions advisors help to write tender offar, Tud buyers, 
evaluate bids, structure and negotiate deals. Since the kam arrived in 1993, 
it has assisted in closing 20 deals which gtneratcd wcr $206 million in revenues to 
the State Property Agencies (SPA). Its amtract expires in septMnbn 1995 

IMPACT II Project: The project provides assistance to the State Property Agency in 
the anas of developing and disseminating financing techniques which allow the AW 
to package and sell companies mom easily. This project is a follow on from the 
USAID-funded ESOPS, COMPASS and IMPACX' I projects which provided 
assistance to develop installmerrt sales, leasing and Employee Stock Option Plans as 
financing techniques at the Aw. Thesc methodologies projects began in September 
1993. S i  the beginning of 1993, 50% of the deals closed at the State Property 
Agency used one of the USAID-supported melhodologies to finance the transaction. 
The cun#rt contract was awarded in August 1994 and runs for one year. 

USAID9s assistance project at the AVRT is the only significant foreign donor activity 
therc: 

Financial Asset Redeployment Roject at the AVRt.: USAID is supporting company 
restructuring to speed privatization at the State Asset Holding Company. The GOH's 
objective is to restructure the balance sheets of companies with bad loans at the 
Hungarian state owned banks. USAID'S assistance will help create plans to financially 
rwtructure 30 - 40 companies and m m m d  steps to make the companies viable and 
sell them. Since this project began in March 1994, the AVRt. board has approved 9 
of the 21 restructuring assignments KPMG has worked on. KPMG recummends using 
them to maximize its sales rcverrues as it privatizes companies or parts of companies. 
This project ends in February 1995. USAID is considering extending this assistance 
until August 1995. 

Enterprise Dewlopmcnt 
SEED funding also supports the Peace Corps* European Business Development 
program. This program trains Hungarians and local intermdaq private sector 
support institutions to support local small businesses in rural areas. 

A USAID grant ($492,000) to the MBA Enterprise Corps enables recent American 
MBA graduates to provide business advisory semices to Hungarian firms wcr twelve 
to eighteen-month periods. To date, 37 Corps members have been assigned to 
individual firms. They advise on financial and strategic planning, m a r e g  and 
information systems, public relations, financial analysis, and general management. 

Managers of Hungarian Enterprises arc provided with high quality management 
consultation that would otherwise be too costly. The Volunteers not only provide new 
perspectives and work styles but also facilitate new working relationships with foreign 
companies and entrepreneurs. 



AID has provided assistrura to the U.S. Dqmtment of Commerce in order to 
establish the Eastern Europtan Bwiness I n f e o n  Center @EBIC) in J a n w y  1990. 
EEBIC compiles country/mcuket information and statistics for dissemination to the 
American business community. C m t l y ,  EEBIC's dabhsc consists of 8,000 
companies. EEBIC responds to newly 300 telephone and 400 fiu inquiries on a 
weekly basis. Since its establishment, EEBIC's coverage has expanded fiom 
Hungary, Poland and C26~hoslovakia to include the Baltic states, Slovenia, Cmtia, 
Bulgaria, Romania Md Albania. EEBIC has also created the "Eastun Eumpe Looks 
for PPrtnersn infofmasion service, designed to help U.S. businejses 1ocatc pPrtnenhip 
-ties in the East European and Baltic markets. 

The Consortia of American Busineua (CABEE) component is an initiative to 
encourage Amdcan firms to open offices and establish a commercial presence in 
Central Europe. CABEE grant awards were made by the U.S. Department of 
Commerce through a competitive tendering prooess. Each consortium represents a 
U.S. trade association comprising 10-20 small and medium-size companies. The 
t q e t  sectors arc: housing, telecommunications, environment, and agriculture. The 
telammmunications and tnvironment consortia have offices in Prague and Warsaw to 
conduct regional activity. The housing consortium has a regional office in Budapest. 

Management Training 
The Executive Development and Entrcpmeurial Management Project 
(EMED),formerly RITE, has enabled wer 30 Hungarian entrepreneurs to receive 
management and executive development training in the U.S. This project provides 
-tical on-the-job training for owners and mid-to-senior level managers of small and 
medium sizad enterprises. It also offers opportunities for developing business 
linkages tretwaen the Hungarian and the American business communities. EMED 
provides flexible training programs which cater to the specific training needs of the 
Hungarian Entrepreneur. In FY 1995, 40 Hungarians are expected to receive training 
in this program. 

Through U.S. grants to universities totaling approximately $8,113,000, the 
Management training project is designed in order to develop technical, managerial, 
and economic skills ncccssaq to mtructurc Central European economies and to 
develop competitive markets and businesses. The project targets mid-level managers, 
both in the large state enterprises slated to be restructured or privatized and in private 
businesses of all sizes, for training in basic skills of market economics. 

Large grants awarded by USAID funded training in 1991 and 1992. The training was 
conducted by the Midwestern Universities Consortium for International Activities 
(MUCIA), led by the Indiana University School of Business; the University of 
Wisconsin-Madison; and the State University of New York (SUNY). SUNY and 
MUCIA also received funding for 1993. The University of Wisconsin-Madison 
project was completed in 1992. The University of Phoenix's $1.6 million grant was 
signed in September 1993. 



t i w e  Scclorlk~elopmcnt 
USAID assistance has involved assisting the Faderation of Real Estate Brokers to 
establish a Multiple Listing Service (MU) to become aperational in late 1994. The 
Eastern Eutppc Real h p e r t y  Foundation has established woriring relationships with 
and delivcrcd training to both the Federation and Chamber of Real Estate Brokers. 
Because of rapidly increasing numbers of condominiums, USAID develaped a 
condominium management training workshop which is now being institutianalkd 
locally. Courses will be given on demand starting in 1995. In Szolnok, USAID is 
working with the city and private developers to make land available for housing 
development through a competitive RFQIRFP proctss. 

Energy 
The cnergy program aims to accelerate reform in the erlergy sector and to encourage 
private investment in energy production by increasing efficiency of production, 
distribution, and consumption through a policy and legal framework conducive to 
energy investment. Greater energy efficiency also will help reduce energy related 
environmental damage. The project is coordinated with the World Bank, the 
European Union, and the OED. The Regional Energy Efficiency project is a 
follow-up to the Emergency Energy Project (180-0015), but encompasses a wider 
range of veas for assistance. To date, approximately $6.6 million has been obligated 
to Hungary for this Project 

Industrial Energy &@iency 
has been carried out through a U. .S. contmctor RCG, HaglerIBailly and a Hungarian 
subcontractor, EGI Contracting and Engineering Kft. This activity conducted energy 
audits of eight Hungarian companies during 1991. After the audits, measuring 
equipment was installed in the eight companies. Approximately $283,000 worth of 
energy-saving equipment and/or measurement devices were installed to demonstrate 
the benefits of no-cost and lowcost ayrgy saving methods. The investment of 
$283,000 yielded annual energy savings of $3,500,000 for the eight companies. 

Energy Restructuring Md Management 
The Utility Partnership Program (a cooperative USAID program with the U.S. 
Energy Association,) has paired New England E l d c  System and the Hungarian 
Power Companies (MVMRt). Through management exchanges and seminars, New 
England Power has provided important inputs into MVMRt's restructuring planning in 
subjects such as joint ventures, financial management, customer service, human 
services, and regulatory affairs. A new strategic plan has been developed, which 
focuses on environmental management, demand-side management and customer 
service, utility regulation and rate-setting, power-pooling and spot market operation, 
and generating plant management and operation. Through USAID contracts with 
Bechtel and Electrot&, assistance is being provided in selection and application of 
production and transmission planning and investment models. Electrotek is also 
working with the Northern Hungarian Distribution Company (ESMAZ), which is 
involved in a new privatization program: the Distribution Training Program. A major 
success has been the completion of a training program by the U.S. Department of 
Interior, in collaboration with Bechtel/Gaffhey-Cline, to develop the basic staff 



capabilities of the newly established Hungarian Mining Ma, which will OV- 

Hungary's mineral cancession system. The final stage of the piogram, provision of 
hardware and ~~fhvaf t  systems for thc office, will be implemented d y  in 1994 by 
Bachtel . 
USAID is funding the U.S. Department of Energy's (DOE) operational nuclear safety 
p m s  through an Interagency Agrcuncnt. The Bmkhaven National Laboratories 
(BNL) will be working on three countryspecific aperational safety progr~ms under a 
mtract with the DOE: An Analysis of Root-Causa of Possible System Murw 
which is designed to improve capbilitits and management systems for analyzing and 
Fesponding to root-causcs of system failures and accidents at the Palu Nuclear Power 
Plant (PNPP); The DOE Operat id  Safety Initiative development of Symptom-based, 
Emergency Operating Instructions, systematic approach to training, and management 
and operational controls for the Paks Nuclear Power Plant and; The Maintenance 
Training Center for Palu, a oollaborative program to set up a training facility at the 
PAKS plant for nondestructive testing and training of staff. The project will be a 
multi-donor program involving EC-PHARE and the Internatid Atomic Energy 
Agehcy* 

In Ocbber 1993 and May 1994, a DOUBNL technical assistance team met with 
nuclear power expats and officials of the Hungarian Atomic Energy Commission 
(HAEC) to further refine the above action plan and to update the list of priorities for 
the DOE assistance program for 1994. In June-October 1993, DOEDNL project . 
managers discussed implementation methodologies with the Paks Nuclear Power Plant 
(NPP) as well as with HAEC of Paks NPP's participation he EPRI/NMAC 
membership program. 

Early in the SEED program, USAID provided a $10 million energy sector grant to 
support the major energy price ms tatsen by the Hungarian Government. This 
supplemented Hungary's efforts to help defray potentially destabilizing energy price 
increases for fixed-income consumers, including pensioners and large families, while 
moving towards energy pricing in line with world markets. 

T C ~ C O ~ ~ U ~ L ~ ~ C M ~ O I I S  
SEED-funded assistance to the telecommunications sector has betn varied: policy and 
spectrum management seminars were followed by policy dialogue and legal advisory 
assistance. Working through the Department of State's International Communications 
and Information Policy Bureau (StatdCIP), USAID funded consultations for 
Hungarian parliamentarians and others involved in drafting the Hungarian 
te1~~0mmunications laws which came into effect in 1993 and which laid the 
groundwork for privatization of the telephone monopoly. The resulting Hungarian 
telecommunications law created the basis for privatization and a significant amount of 
competition. Privatization of MATAV , the Hungarian telecommunications monopoly, 
was rccently completed. 

In 1995, USAID entered into a Inter-Agency Agreement (IAA) with the Department 
of State at an initial funding level of $250,000 for a two year period. The 



Dqmtmcnt of State awarded a grant to the Business Higher Education Forum to 
manage a telecommunication policy and training program with the Technical 
University of Budapest. 

Agnculturrc 
Volunteers in Overseas Cooperative Assistance (WCA) provide short-term technical 
assistance to private Cooperatives and agribusbu in marketing, management, and 
business planning. To date, there have baar 70 VOCA assignments in Hungary in 
varying capacities. As the result of a feasibility study conducted by a VOCA 
volunteer. 5 villages coopcratad in Nor&hcm Hungary and basad their beny 
production on new U.S. varieties. This project will provide employment for about 
100 entrepr#leUrS 

Under USAID'S Restructuring Agricultuxe and Agribwiness/ 
Private Sector (RAAPS) project, ACDI assisted 65 Hungarian agriculture businessts 
in surviving the transition period and adjusting to market economy through training, 
technical assistance, and development of business relationships with U.S. companies. 
Through this process, American firms will atso gain exportcnhancing insight into 
trade and investment possibilities with Hungarian firms. Nineteen US. firms were 
matched with 26 Hungarian h s .  An Iowa State University member of a RAWS 
project consortium assists ACDI and participating firms in identifying policy 
constraints to privatization. 

The American Cooper;rtive Enterprise (ACE) Center, assists agribusiness clients in 
improving their marketing skills and profitability by providing them access to 
markets, information, and technical support. A feed manufacturing and distributing 
joint venture, AGP Hungary, involving 12 Hungarian cooperatives in Southern 
Hungary and the third largest U.S. soybean processing company is near completion. 
Through this, nearly 7000 mt. of commodities have already been traded directly with 
Hungiuian Farmers. This trade has given the American partners access to Eastcrn 
European Markets and has damasad the price of imported protein to Hungarian 
Farmers by 20%. A greenhouse vegetable project and several more are in progress. 

Following a 1992 national training forum, attended by 100 Hungarian farmers, Land 
O'Lakcs conducted 22 training courses in advanced marketing, agribusiness and 
financial management, and in logistics and distribution, in four different parts of the 
country. The marketing courses are reported to have been particularly helpful. The 
owner of the first private dairy plant in Heves, for example, made major changes 
after attmding the course. These included initiation of market research and statistical 
analysis, resizing product packaging in response to retail needs, and developing a 
distinctive brand name. Within three months it was reported that milk sales had 
nearly doubled. He is now establishing a dairy cooperative with further technical 
assistance from Land O'hkes. A series of new seminars on the marketing of 
agribusiness products and product links is currently under consideration. 

Tredc and In~cstment Pmmotion 
Under the President's Trade Enhancement Initiative, a textile agreement was 



ncgoWal betwear the Unitad Stntts rud Hungary which incfcascs market acass for 
Hungarian producers. 

The U.S. TrPde and Develapmcnt Agency (TDA), with supplemental firnding from 
USAID, ambactal in June 1992 with Investment Decisions Inc. to help develop an 
information system for the Offia of the Prime Minister. A 1992 seminar, arganized 
by TDA for 13 Hungarian telecommunications deciaion makers in Washhgtm D.C., 
had a direct influence on the Hungarian P a r l h m t ' s  teld~~mmunications 
subcommittee decision to remove language from dmft legislation which would have 
rdaincd for the State exclusive ownenhip of the telephone system. Greater 
transparency and competition also resultad from several USAID-financed studies 
which analyzed the draft legislation for Hungarian lawmakers. No SEED funds wen 
used in FY 1993 for TDA studies. 

The Capital Development Initiative's (CDI) objective was to involve U.S. industries 
in the development of i n a r e  in Hungary and the region, either as contractors 
to Central European governments in public scctor investments, or as direct investors 
in infrastructure projects being undertaka by the private sector. The CDI focusad on 
three activities: Project Opportunity Definition which identified and analyzed markct 
infrastructure projects, U.S. private sector investments or contracts, and other 
financial opportunities; Promotion of Investment and Trade, Joint Ventures and Co- 
Ventures contributed direct financial support for infrastructure development costs and 
for pnrposed joint ventures between U.S. and.Centra1 European enterprise and; 
Project Packaging and Marketing which assisted in the last stages of project 
development: the arrangement of financing and completion of technical work. 

Significant changes art under way in the Capital Development Initiative (CDI) for 
1995 (Termination of the Development Support Cost Fund, shift in project focus, and 
the transfer of project oversight) have resulted in a EN1 Bureau decision not to fund 
the CDI Teldcommunication Development component. The Bureau initiated a phase- 
out of direct transactional assistance to U.S. mpanics, which has been an emphasis 
sector, to begam shifting the poject's focus towards an hrcascd emphasis in 
telecommunication training. 

Legal and Regulatory Refonn 
' The Competition Policy, Laws and Regulations Project encompasses several disparate 

government activities to promote the establishment of a legal and regulatory 
framework for a functioning market economy. Activities involve training and advice 
in anti-monopoly laws, tax policy and administration, telecommunication regulations, 
and general commercial laws and regulations. 

Tax Policy and Administration assistance has been provided by the U.S. Department 
of Treasury and the Internal Revenue Service (IRS). Anti-Trust l a w  Advice is 
provided by the U.S. Department of Justice @OJ) and the Federal Trade Commission 
(FTC) which stnd short-term and medium-term experts on competition policy, anti- 
monopoly regulation, consumer protection standards, and arbitration to assist 
government officials in defining, implementing, and enforcing new regulations. DOJ 



and FTC also provide training to Hungarian officials and their colleagues in Central 
&rape* 

In September 1994, two experts workad with the Hungarian Competition Office on 
draft amerrdments to the competition law designed to hPrmonize the Hungarian system 
with that of the European Union. Follow-up work will include amnging study tours 
to the U.S. for selected members of the Council of Judges, and sponsoring three 
regional conferences on consumer fraud, training, and anti-trust. 

Under a USAID grant to the Center for International Private Entaprise (CIPE), an 
affiliate of the U.S. Chamber of Commerce, policy guidance is being developed to 
support a climate mon conducive to business development. 

CIPE's legal and regulatory reform grantees were responsible for producing 
ncommerrdatims which were compiled into a publication entitled 

the to Private Sector Growth.= two thousand copies of 
Crossed Paths have been distributed to public policy decision makers, journalists and 
the business community. Two of Crossed Paths most important recommendations 
have been reflected in the new economic plan put forth by the Minister of Finance. 
One col~xrnad a reduction of the corporate tax rate from 36% to 25-3096. The other 
proposed eliminating the minimum tumovcr tax entirely. 

On September 15-16, 1994, CIPE, in conjunction with the Economic Committee af 
Parliament, held a canfemce entitled "Policy R e f m  in a Transitional Economy." 
Over 300 participants attended representing the highest levels of the Hungarian 
academic, business, policy-making (government and parliament), and the media. The 
participants engaged in panel discussions an how to accelerate the pace of economic 
reform in Hungary. 

CIPE has also received funding from USAID for a Small Business Development 
Project. The grants that will be distributed under this project arc designed to have a 
direct impact on the development of small business. An example would be a grant 
for the creation of viable business associations focusing on developing fraer trade 
among Hungary and its neighbors. 

Fostering Democratic Institutions 

Technical assistance was provided to the Hungarian Parliament through a contract 
with the State University of New York's Center for Parliamentary Democracy 
($642,OOO). 

Prmlection (1990) technical and material assistance was furnished to opposition 
political parties through USAID grants to the International Republican Institute 
($257,000) and the National Democratic Institute for International Affairs ($234,000), 
as well as to Hungary's Dtmocratic League of Independent Trade Unions through an 
USAID grant to the AFX-CIO Free Trade Union Institute ($502,000). 



In FY 1992, the Library of Congress piovidad equipment, library matdals, and 
training for the Hungarian Parliament, under the diraction of the U.S. H o w  of 
Rcpresentativa Specirl Task Force on the DeveSopmart of Parlivnentary Institutions 
in Easaern Eumpe (Fmt Committee), financed by an USAID grant of $1.9 million. 

The International Media Fund is helping to firrPnce the American Jomalbm Center in 
BuQpest (AJBC), in Cooperation with the Hungarian Journalism Asmiation and the 
World PI#s Freedom Committee. The Fund Plso pnwidad USAID-fundad equipment 
for the Hungarian School of Journalism, established at ELTE Univenity m 
Cooperation with the University of Maryland. 

The AJCB provides classroom space, a computer carter, access to radio and 
television production equipment, and a resource library to media studies students and 
professid journalist. Equipmart grants have ban provided to independent 
bmedcpsters on television and radio. 

THE AJCB has trained and re-trained more than 1,000 professional journalists and 
journalism students since 1991. Equipment grants to independent broadcasters and 
producers have allowed recipients to continue operations in an i n d n g l y  repressive 
environmerrt. To date, 55 percent of former students have published articles or 
broadcast rcports since they attended ajcb programs. This number does not include 
those who work at student publications. 

Due to AJCB'S university affiliation with Eiitviis Lorand University (ELTE), students 
receive credit for classes completed at the AJCB, and two classes iue requintd for the 
EtTE Media Studies degree. 

In addition to courses, the AJCB offers internships, summer school to shrderrts, and 
workshops for professional journalists. The internships are with Hungarian 
newspapers and broadcast media, half of the interns from the Fall 1993 semester are 
employed where they did their internships. Past workshops have trained wcr 400 
professional journalists; and in the futuse, training workshops will be offered for 
recipients for new radio and t.v. licenses being distributed by the government. 

The University of Southern Califomia provided technical assistance and training for 
democfaticallyclected local government officials and their staffs in the city of 
Szekesfehervar through a pilot cities program funded by USAID ($750,000). 

During 199 1-92 USIA, initiated pilot projects to provide a series of U.S. advisers to 
the municipalities of Deb-, Pas, and Szeged. Seminars on strategic planning and 
public finance were conducted in 1992 for these plus the city of Veszprem under a 
USIA grant to the U.S. Council of Governors' Policy Advisors. Seminars on 
entrepreneurship were additionally sponsored by USIA in P a s  and Debrecen in 
March, 1992. 

The Committee for Danubian Studies received USAID funds ($170,000) through the 
National Endowment for Democracy for a civic education program. 



USIA administers other democratic initiative programs amounting to more than $2 
million in support of civic org;urizotions, local government, adUQLticmal reform, 
management training, media infnstnrcture support, Books for Democracy, Rule of 
Law, and English language instruction. SEED funds underwrite the Fulbright 
Program for Hungary, administered by USXA, under which twelve U.S. scholars have 
baen placed in Hungarian institutions of higher learning. These are not exclusively 
imdcmic assignments, since these scholars were also conducting business, economics, 
civics, and municipal planning courses. SEED funds also cover scholarships for 
Hungarians to study bwiness, economics, and law in the Uni@d States. SEED funding 
supplements the International Visiton Prognm, which pnwides -ties for 
Hungarian professionals to visit the U.S. for up to 30 days, in order to meet 
counterputs, observe programs, and establish contacts with individuals and 
institutions of mutual interest. Other SEED-assisted programs enable USIA to 
translate and afiange local publication of books as well as donations of books from 
U.S. publishers to Hungarian libraries and academic institutions, in collaboration with 
the Sabre Foundation. 

The Maxwell School at Syracwe University implemented an USAID grant ($170,000) 
to wndertaLc a series of public forums on various topics of public interest to introduce 
civic education and citizen participation in Hungary. 

Quality of Lib 

Environment 
The U.S. program of environmmtal assistance amtributes to economic restructuring 
and to reduce significant threats to health through three objectives: reform of 
environment and economic policies, including pricing, legislation, and regulation; 
improving the efficiency and effectiveness of public sector environmental investment; 
and supporting the expansion of private sector involvement. 

An USAID-funded resident advisor completed policy studies on air quality and 
hazardous waste for the Ministry of Environment. USAID also provided 
environmental economists to assist the Govcmment in reforming auto fuel taxes. This 
analysis influenced Parliament's decision to increase the environment budget and to 
earmark, for the first time, substantial funds from vehicle we taxes for the 

' 

Environment Fund. The study also directly influenced the design of a project by the 
Municipality of Budapest to q u i r e  catalytic converters. Under the Environment 
Training Project, training was provided to the State Property Agency in environmental 
liability and procedures to facilitate the privatization process. In addition, long and 
short-term technical assistance is being provided to the Ministry of Finance in 
environmental economics, developmart of economic instruments, and financing 
through a grant to the Harvard Institute of International Development (HIID). In 
September 1994, a long term advisor was provided to the Ministry of Finance to 
providc assistance in issues related to environmental economics. 

Along with other East European countries, Hungary is drawing upon the expertise and 
resources available through the Regional Environmental Center (REC), located in 



Budapest. Tht U.S. provided approximately $5 million to create this center and 
finance its initial operations. EPA is providing technical support. In ampmation 
with the Europeen Union 0 and the Govannmt of Hungary, USAID and EPA 
have r e v i d  the management and operations of the C a r t e  The R E  compkted an 
initial financial audit, and the EU has completed a program audit. Significant 
management reforms have been completed as a result of the audits. 

In order to improve public sector performance, EPA is providing training to the 
Ministry of Environment in enforcement of cnvircmmental laws, risk asasment, 
fmncing environmental investments, hazardous site ranking at the national level, and 
an environmental impact assessment. EPA is assisting the Ministry of Envimnmcnt's 
information rwource staf'f in developing an inventory of automated data sources to 
support the new Hungarian public access legislation. It is also advising the Hungarian 
authorities on wetlands prtscrw~tion and revenue issues. EPA has undertaken an 
environmental education project and is working with the Ministry of Environment, 
local educators, local governments and communities, and with teachers training 
colleges to introduce environmental education at primary level schools in three pilot 
locations. EPA, in dlabomtion with the Ministry of Environment, the Regional 
Environment Center, the Institute for Sustainable Communities, and the University of 
Horticulture, is setting up an Environmental Management Training Center (EMTC). 
EMTC's purpose is to adapt and deliver EPA training modules in key environmental 
areas. 

In July 1992, a contract was signed with Research Triangle Institute to provide 
technical assistance and tmining to local governments in the field of wastc/landfill 
management. The project focuses on BofSOd County (an environmental hot spot), and 
is cOMdinatcd with the Danube Ekvironmental Program, EBRD, and with USAID's 
Office of Housing and Urban Programs. 

As part of the multinational Danube River Task Force, the Water and Sanitation for 
Health Project (WASH) conducted a Danube Workshop in Hungary in late 1991, 
engaged a Hungarian engineering firm (Innosystem) to assess emission discharges, 
and identified priority river basins for environmental clean-up. Some $30 million in 
other donor assistance was leveraged by these U.S. efforts. Follow-up assistance in 
proinvestment analysis was provided to promote donor lending. 

To support investments in environmental protection, a cooperative agreement was 
concluded with the World Environment Center (WEC). Under the agreement, the 
U.S. private sector is providing technical assistance and training in industrial 
environmental efficiency, industrial health safety, pollution prevention, and 
environmental economics. Five environmental assessments were undertaken and a 
number of no/low cost process and management reforms were identified and adopted 
by Hungarian plant managers. For example, a battery plant in Budapest adopted 
WEC's recommendations and reduced worker lead exposure to zero. The WEC is 
now conducting a more comprehensive year-long waste minimization program at 
selected plants. This program also facilitates linkages between the U.S. business 
community and its Hungarian counterparts. As a result of pro bono work with WEC: 



an U.S. industrial expert is establishing a company in Hungary to recover metals from 
clactmplating promsing; a ~acond exput opened a leather umsulting offia; and a 
third established a business to provide battery plant safety improvements. WEC is 
working with three Hungarian plants to initiate a waste minimization demonstration 
project. 

Through a cooperative agreement with the Environmental Training Project consortium 
led by the University of Minnesota, the Hungarian private sactor, m-gwemmental 
organizations (NGOs), and local governments are receiving training in aspects of 
environmental management. The program, initiated in December 1992, has already 
trained 70 private sector environmental businesses and 35 NGOs. Training for the 
private sector supports U.S. bwiness investments and joint ventures, while training 
for the NGOs emphasizes management, financing, technical skills, and conflict 
mediation. 

Housing 
The housing and urban development program in Hungary has been structured to meet 
the technical and capital assistance needs of the GOH and Hungarian municipalities on 
a variety of issues. On the macro level, the Program has sought to assist the GOH in 
the mtructuring of its housing finance system and push through policy reforms. 
From the private sector side, the program is attempting to stimulate the real estate 
industry through development and support of real estate aSSOciations and to improve 
the quality of housing. At the local level, municipalities have been overwhelmed with 
newly acquired responsibilitia such as housing, infrastnrcture, and revenue generation 
and seek assistance on how to better manage their assets and finance critical 
infastnrcturc investments. The Housing Program is designed to addnss these 
concerns by providing technical assistance in the following ways: Policy advice to 
rationalize housing sector finance and production while introducing a competitive 
housing finance system; Assist in the development of a professional, market-oriented 
real estate sactor and; Strengthen the capacity of local governments to assume newly 
acquired responsibilities on a range of issues including social safety nets, privatization 
and management of municipal scmices, infrasrnrcturt h c e ,  and rehabilitation. 

Houring Finance R v g m m  
USAID and the GOH have approved a $60 million Housing Guaranty Program with 
the intention of restructuring the Hungarian housing financc system. An agreement 
for the first $20 million tranche was signed in May 1994 and borrowing is expected in 
early 1995. The capital assistance will provide a long-term financing mechanism 
cwmtly unavailable in Hungary and integrate housing finance into the financial and 
capital markets. Participation and training of multiple banks in the HG Program is 
introducing competition and efficiency into the housing finance sector and providing 
affordable mortgages to Hungarians wishing to buy or rehabilitate a home. Resources 
will also be available to finance municipal investment in infrastnrcturc. A Technical 
Assistance Plan is being finalized with the GOH in order to begin program 
implementation. 



PoIicy/Lcgislon'w &@nn 
The Housing Program has pvided a tbchnicat assistana to the Minisby of Finance 
which has resulted in reduction and targeting of national housing subsidies to those in 
need and design an introduction of alternative mortgage instruments that improve 
affordability (appmximatdy loo0 martgages issued since January 1994); Work will 
cantinue towards a supportive legal and regulatory frpmework far housing finance. 

RestNCtUring of Mwticipczl M ~ 4 g e m e n t / S e r n ~ ~ ~ ~  
The Housing Program has been working with s m d  local governments on asset 
management, infrastructure finance, srnd utility management. In Szolnok a team 
trained municipal staff in asset and properly management, and workad with them 
throughout the p~oass  of selecting property management firms competitively, and 
establishing new financial reporting requirements and other performance monitoring 
methods for public and private property management firms. An assd management 
training course has becn designed and Hungarian trainers are cumntly being trained 
to offer the course to other municipalities. In Szcged, a team helped the City review 
a proposal fiom a private firm to operate the City's water company, and will begin 
training city staff in the basics of capital budgeting. In two Budapest Districts, 
USAID is helping staff evaluate the best methods to finance propod sewage 
investments and will provide associated training in capital planning and finance. 

Social&#ety Na 
The Housing Program developed a design for income-based housing subsidies at the . 
national level in Hungary in 1990. With responsibility for housing policy devoted to 
the local level, assistance was provided to the city of Szolnok to develop a 
comprehensive reform of the municipal mtal sector including an incrurse in rent 
levels close to covering operating costs and the introduction of housing and utility 
allowances to protect low-income people, both effective in May 1993. The allowance 
program, the first municipal means-tested housing subsidy in Hungary, covers 
municipal and private tenants, while the utility portion applies to homeowners as well. 
The program is expected to be replicated in other cities after local election in late 
1994. 

Labor 
The U.S. Department of Labor @OL) is providing technical assistance to address 
mass layoffs, entrepreneurial training, labor-management relations, and occupational 
safety and health. The focus of the assistance is the Rapid Response to Mass Layoffs 
project which provides training and technical assistance on the creation and use of 
Labor Management Committees, and on devising economic recovery strategies for 
affected regions. Training has becn provided to County Labor Centers in Szoinok, 
Budapest, Baranya, and B o d  counties. Three pilot sites are being selected for 
implementation of the model. Labor Management Committees have been established 
at the Tisza Shoe Factory in Szolnok, and at DIMAG, a steel factory in Miskolc. 
Discussions arc undeway with the Ministry of Labor, the National Labor Center and 
privatization agencies to determine additional sites and to provide training for the 
remaining 16 County Labor Centers. 



U.S. DOL contracted in late 1991 with Ohio State Univenity to d u c t  an 
cnfrcprenturial training program in Hungary for displaced workers. The program 
allows laid+ff employees to conduct a self-evaluation to determine if they are suited 
to become entqmmcm. Follow-on training teaches business skills to nascent 
cntnprencuxs. The train-the-trainus prognun has resulted in a cadrc of 
approximately 100 trainers throughout Hungary who are implementing the course. 

The Labor Management Relations Program trains potential fndhton from 
governmart, business, and labor in labor management and resolution dispute 
techniques. A seminar on Interest-based Negotiations has been completed. U.S. labor 
and management organizations will continue work with the Hungarian Ministry of 
Labor, the tripartite National Labor Committee and other relevant players. 

Following a seminar for plant inspectors conducted in May 1994 as part of the 
Occupational Safety and Health Project, a demonstration site was selectad 
(Nitmkcmia) to implement a comprehensive safety plan designed jointly by plant 
officials and DOL experts. Work is also underway on an 'easy-to-understanda 
brochure for workers and managers 'on health and safety in the workplace. 

Healrh 
Under the Partnerships in Health Care Program, the University of Kansas received a 
USAID grant of approximately $2.4 million to lower mortality from pediatric cancer 
in partnership with the Sacond Department of Pediatrics of Scmmelweis Medical 
University and the National Institute of Neurosurgery in Budapest. This program will 
have a national impact by registering and treating virtually all pediatric cancer cases 
within the country, and by significantly increasing the responsibility of nurses in 
cancer cafe. 

Another Partnerships in Health Cart grant of $2.1 million was provided to Inova 
Health Systems and the Fairfax Heart Carter in Fairfax, Virginia, to address the 
leading cause of death in Hungary, through cardiovascular disease tmatmcnt and 
prevention. The main counterpart in Budapest is St. Francis Hospital, a small 
community hospital. The objective of the partnerships was to enhance the capacity of 
lower cost community based hospitals to respond to the population at risk for 
cardiovascular disease. Ref& arrangements arc Wing established with St. John 
Hospital and with Scmmelweis Medical University. 

The Brother's Brother Foundation has so far provided nearly $3.4 million worth of 
critically needed medical supplies to four university hospitals and clinics, in 
collaboration with the Ministry of Health, the Soros Foundation, Interchurch Medical 
Assistance, and Catholic Medical Missions. 

Under the Health Markets Project, Healthcart Enterprise International (HEI) is 
providing technical assistance to support the implementation of health sector reforms 
at the local level. Activities focus on training hospital managers to 1)utilii the new 
payment system based on diagnostic related groups to improve utilization of scarce 
resources and 2)to adopt clinical quality improvement strategies. The findings of 



these pilot activities am wrpacted to be i n s t i t u t i e  and s h a d  with hospitals 
nation-wide. 

PVOlnitiati~cs 
The U.S. is funding a number of initiatives by private voluntary organizations. These 
include a YMCA program to strengthen the leadership capabilities of Hungary's 
youth, and work by Project HOPE to stnngthcn health care swim. A program of 
the American Jewish Joint Distribution Committee to develop skills and training for 
the care of disadvantaged senior citizens has been completad. USAID support to the 
Citizens Democxacy Corps program for Hungary was also concluded in 1993. An 
export enbanccmcnt project, funded through Aid to Artisans, provided an integrated 
product deve1opment and marketing program which targeted rural artisan 
coop~rativcs. 



US. ASSISTANCE TO HUNGARY 
TOTAL OBUGATIONS 

w -*s%z"-l-' 





216 

LATVIA ANNEX 

The U.S. assistance program in Latvia continues to place a high priority on support of open 
market reforms. Economic restnrcauing is fostered through the promotion and 
implementation of sound economic policies, *cia1 reform, the development of the 
private sector, energy efficiency and environmental protcCtion. 

aPn'varizorion and EnterprjSc Development 
Through April 1994, Coopers & Lybrand, financed by contracts valued at approximately 
$2 million, provided technical assistance to the Ministry of Agriculture to restructure and 
privatize selected agro-industries. This led to the adoption of enabling legislation and the 
privatization of the dairy sector which, for the most part, was returned to newly-fonned 
cooperatives. Additionally, o f f e ~ g  memoranda were prepared for the four state-owned 
slaughtering and meat processing plants, as well as for Latvia's most modern statoownad 
bakery, which was sold early in 1994. Coopers and Lybrand's work included asset 
valuation, restructuring of accounting systems, development of business plans, and legal 
documen tation. 

In April 1994, the technical assistance provided by Coopers and Lybrand was redirected 
to a specialiEed agency, newly formed by the Government of Latvia, which was given 
comprehensive, multi-sector, privatization responsibility. A new project, initially funded 
at $1.8 million by USAID, was adopted to develop a mass public privatization program 
for the sale of shams in s t a t e - o d  enterprises through an auction with payment by 
privatization catificatcs. This initiative responds to the generally perceived need for 
Latvia to progress with enterprise privatization which has lagged, in contrast to 
privatization in the agricultural, small scale manufacturing and trade sactors. The 
assistance team to the Latvian Privatization Agency has designed an auction system. 
Additionally, it has initiated a public information campaign providing general information 
on privatization and share ownership, as well as publicity materials on the companies 
being offered for auction. The first auction of companies is scheduled for January 1995. 
Subsequent auctions arc planned through 1996. 

In mid-1994, the International Executive Strvice Corps (IESC) completed a $1.1 million, 
multi-year program which provided volunteers with management and marketing 
experience to assist businesses and newly-privatized enterprises through short-term 
assignments to Latvia. IESC volunteers served as consultants in such artas as 
pharmaceutical, medical administration, trade, fiberglass and craft industries. The 
completion of IESC activities in Lab, in July 1994, marked the first major step in the 
phnned restructuring of the assistance program to bring a sharper program focus toward 
anticipated U.S. assistance phasedown. Over the course of the past two-and-a-half years, 
the U.S. P w  Corps was sustained a program of appm.ximately 40 volunteers in Latvia. 
In an inter-agency cooperative effort, USAID transferred $2.16 million in FY 1993 to the 



Peace Corps for its Eurape4ur Business Development Program. In FY 1994, the Peace 
Corps plscad 21 of its my-recru i ted  and trpiaed voluntaers to prcnride technical 
assistance, training and information to h t v h  small and medium-sized arterpriscs. 

Financial Sector Wnn 
The programs described below provide technical a s s b n a  through advisory services and 
training for firwcial sector and govcmmartal institutions. They are designed to facilitate 
the conversion of Fastern Ewope's former command economy into private scctor-based 
aconornies and collccntrate on pnwidmg long-term advisors with expertise in economic 
policy analysis, banking, and public finance. 

Through an interagency agreement between USAID and the Department of the Treasury 
to promote private investment and savings, short-term advisers have been pvided to the 
Ministry of Finance and the Bank of Latvia to advise on macroeoonomic policy, ti= 
policy and administration, monetary policy developments, budget implementation and 
commercial banking. 

A long-term Treasury advisor to the Bank of Latvia assisted the GOL with 
implementation of monetary policies aiming at stability of prices and currency. The 
bank's tight, conservative, monetary policy has dowed  the country with a stable, fully 
convertible national cumncy, the Lat, which was introduced in July 1993. Though, 
during the past year, interest rates on cndit have gradually declined to levels affordable 
by some businesses. At approximately 5096, however, they remain beyond the reach of 
many businesses and families. 

The long-term advisor to the Bank of Latvia (BoL) assisted in the design of a major bank 
privatization program, enabling the GOL to create a t w k e r  banking system. The 
system will help the BoL develop and implement monetary policy and regulate the 
banking sector. The government has divested itself of 21 of the BoL's 48 branch banks 
and transformad these into commercial banks. The other, .weaker, banks have been 
joined into a Universal Bank which is being pncparad for early privatization. 

In 1994, a U.S. Treasury long-term bank supervision advisor was assigned to the BoL. 
Working in coordination with the MF, he has enabled the bank to establish a supervision 
program utilizing on-site examinations. The multi-fa& program includcs the design of 
an examination report and the training of bank examiners and the drafting of banking 
laws, regulations and accounting rules. The examination of some 20 banks in 1994 led 
the preparation of corrective actions and the suspension of the license of a few banks 
which did not meet prudent standards. As most Latvians do not turn to the traditional 
banking sector, USAID has initiated a program of support for the development of a 
cooptrative credit union movement. The World Council of Credit Unions (WOCCU) 
will seek to provide training and technical assistance to promote the creation of a viable 
credit unions in both rural and urban environments. 



In 1994, U.S. Treasury advisors also played a key role in the prepatation of a general 
budget law, passed in April 1994, which establishes many western aspacts of budget 
formulation and spending accountability. They have also helped draft legislation, 
currently undergoing parliamentary consideration, to guide municipal budget practices. 
Short-term treasury advisors have provided guidance, as well, to strengthen the currently 
weak revenue collection mechanisms. Additionally, to amble Latvia to implement an 
effective monetary policy, a U.S. Tnaslliy representative advised the GOL in the 
development of monetary instruments, including treasury bills which first were issued in 
1994 and, it is anticipated, soon will be traded in a secondary market. 

Financed through an interagency agreement from USAID, the U.S. Customs in 1993 
completed the training of a number of officials of Latvia's Customs Department in 
narcotics interdiction, as well as in computer-assisted customs management. 

node and I n w m n t  
In FY 1993, the American Business Initiative (ABI) project which assists in infrastructure 
development to support the emergence of a private sector market economy, provided 
$990,000 to finance feasibility studies for upgrading an existing thermal power plant, as 
well as the development of a new coal fire-powered energy plant. 

Through an interagency agreement with the Department of Commerce, the Eastern 
European Business Development Center (EEBIC) launched the Eastern Europe Looks for 
Partners Program in Latvia. The program includes the publication of an information 
bulletin for the American private sector on business opportunities in Latvia as well as 
other commercial outreach activities. 

Established in F Y  1993 through an interagency agreement with the Department of 
Commerce, the Commercial Law Development Program (CLDP) is helping the Latvian 
economy to become more responsive to market principles by engaging in targeted 
assistance activities that will strengthen the legal and structural framework necessary to 
advance international investment and trade. Since May 1994, CLDP has focused on 
providing GAT-related trade assistance, in addition to guidance on export controls, anti- 
dumping/countervailing duties and customs valuations, dinctly to the Latvian Ministry of 
Foreign Affairs through the services of a long-term trade expert. A successor is expected 
to continue work of the advisor in FY 1995 in order to further assist with Latvia's GAm 
membership accession requirements. 

During FY 1994, USAID planned for the implementation of a Presidential commitment to 
establish a Baltic-American Enterprise Fund in support of Latvia's vigorous emerging 
private sactor. The President announced the composition and leadership of the Fund's 
board in late FY 1994. It is anticipated, therefore, that an active fund program will 
begin during the course of FY 1995. 



Cosnmcmiol Policy, Lmvs and ReguicuiOnr 
During FYs 93-94, experts from the Department of Justice @OJ) and. the Federzll Tnde 
Commission (FTC) worked with the Latvian Anti-Monopoly Commission to assist the 
government with development, refinement and enforcement of economic competition 
laws. They have acted as well as Mvmtes of markct-oriented, competitive solutions to 
economic problems. It is anticipated that assistance under this initiative will be fully 
completed early in FY 95. 

USAID is implementing a $1.5 million r e g i d  bankruptcy project through Deloittc and 
Touche @&T) to assist in the promotion of formal and informal bankruptcy praxdures 
in order to facilitate the nstructuring of closing of financially-troubled enterprises. 
Advisors for D&T have conducted a legal survey and analysis of the status of bankruptcy 
laws which may become the basis for future training workshops and ad-hoe advisory 
servias. 

@AgricJrum 
The program for restructuring agriculture and agribusiness for Latvia is funded under a 
regional project. A grant under the project enables the Volunteers in Overseas 
Cooperative Assistance (VOCA) to provide short-term technical assistance to farmers, 
agribusinesses, coopetatives, and the GOL to the limited degree. Volunteers have served 
as short-term advisors in forestry, farmers* credit unions, bank loan training and financial 
management. In 1994, VOCA completed 28 projects. They assisted fanners and farmers' 
organizations on: organic farming and the establishment of organic farming standards, 
hog production development, and poultry production and development strategies during a 
time of austerity. The VOCA program was particularly attentive to work in conjunction 
with the Latvian Agricultural Advisory Service (LAAS), where appropriate, in order to 
further the development of this new and important organization. 

Early in 1993, also under a regional project, the Agricultural Cooperatives Development 
International (ACDI) sent Latvian participants, including practicing farmers and Ministry 
staff, on a familiarization tour of U.S. agriculture. 

Following on a training needs assessment it undertook in 1993, 'Land o'lalrts, in 1994, 
provided training and technical assistance targeted principally to private dauy farmers. Its 
activities have lad to the establishment of a 130-member strong association of Latvian 
goat keepers which already has helped some of its members to implement more effective 
marketing strategies and improved stock breeding practices. In order to bring a sharper 
focus to our assistance program, the Land o'Lakes project was completed in December 
1994. Future assistance to livestock farmers will be provided principally through VOCA, 
in coordination with the LAAS. 

During 1994, the U.S. Department of Agriculture initiated a technical assistana and 
co~pcration program in Latvia which supports modest programs in artas such as: forage 
and feed, dairy genetics, and cereal breeding. The USDA initiative also tncourages the 



development of links between Latvian and American agricultural enterprises. A close 
coordination has been instituted between SEED-supported activities and the technical 
assistance work of the USDA. 

Mantagement and M&t Economiicr Education 
Under a USAID management training and economic education grant to USIA, the State 
University of New York (SUNY) at Buffalo is helping the Riga Tcchnid University's 
Business School (RBS) to establish an American-style MBA program, the only one of its 
kind in the Baltics. In 1994, this enabled the RBS to attract additional support through 
the University of Ottawa in Canada. Future Latvian faculty members from the RBS are 
currently in training at SUNY-Buffalo. The RBS will graduate its first MBA class in 
March 1995. 

Anticipating the future phase out of the U. S. SEED Act assistance program, US AID 
expects to provide a follow-on grant to the SUNYRBS partnership. This new project 
will seek to consolidate the RBS' institutional development, including faculty training, so 
as to ensure the long-term sustainability of the management education program. 

USIA, with SEED funding, continues to offer additional assistance in business education 
by bringing American specialists to Latvia to conduct training and cumculum 
development programs. A prime recipient of this support, the Riga Commerce School, 
recently placed 19 of its students among the first class of 56 bachelor's degree candidates 
(out of 750 applicants) at the newly-opened Latvian branch of the prestigious Stockholm 
School of Eoonomics. 

Participant M n i n g  
The regional USAID Participant Training Program for Europe (PTPE) began in FY 1992. 
A total of $265,000 from this program has been budgeted for training of Latvians in 
various fields not being addressed through other USG-funded programs in Latvia. By the 
end of FY 1994, 45 participants will had benefited from training under this program and 
through individual cooperative agreements with U.S. universities and non-governmental 
organizations. These programs provide Latvians with fmt hand exposure to a well 
established market economy and to democratic institutions and provides them with skills 

. to enable them to contribute to their country's transition to a market economy. In 1993, 
an Entrepreneurial Management and Executive Development (EMED) Program was 
initiated which has given 21 Latvians the opportunity to participate in internships in U.S. 
businesses during 1994. 

.Energy and I@vstluctun 
The USAID assistance program in Latvia focuses on two main areas: energy efficiency 
and pricing, and power sector restmcturing and management. A program of regional 
cooperation in electricity contracting has been supported at the Baltic Dispatch Center in 
Riga. Approximately $1.5 million in assistance has been obligated for Latvian energy 
sector programs during FYs 91 -94. 



A pilot industrial energy e f f i c i ~ ~ ~ y  program, implemented by RCGLHagler, Bailly, was 
c o m p l ~  in 1993. The program demanstrated in f' industrial facilities the potential 
for low-cost arergy efficiency mastires. A d d i t i d y ,  training and policy develojmmt 
assistance wue piovided on energy pri*, focusing on gas and heat tariffs and picing 
methodologies. Clvrcntly, through the provision of demand aide management training to 
the Latvian Electric Company, it is hoped that the national utility will be able to continue 
to promote the adoption of energy efiiciency measums scross a much broads spectrum of 
consumers. 

In April 1993, USAID and the U.S. Energy AssOciation initiated a utility putnmhip 
between the Latvian Electric Company (LATVENERGO) and Centnl Vermont Public 
Senice. The utilities have set the following as priority areas of concentration over the 
next scvcral years: !inanciaVacc~unting systems; customer service and demand side 
management; integrated resources planning; and engineering management improvement. 
A vigorous program of management and technical exchanges and training has been 
pursued throughout 1994. 

Latvia has actively participated in a regional electricity contracting and pricing program 
that has provided technical assistance and training on the dctails of electricity sales 
contr9cts. Based on this on-going assistance, bilateral agreements were executed in 1993 
between Estonia-Latvia and Lithuania-Latvia. Thesc have baen revised in 1994. They 
provide a structured foundation for regional energy planning. Additionally, a sustained 
program of regional consultations and technical seminars, sponsored within the context of 
the Baltic Dispatch Center, has promoted regional planning toward leastcost approaches 
to energy issues. Latvia is also an active participant in USAID's Baltic Regional Energy 
Planning Project which aims to provide the capacity to develop integrated resource plans, 
a prerequisite for World Bank and EBRD loan consideration. 

Fostering Democratic Institutions 

To strengthen democratic institutions, the U.S. Information Agency (USIA) and USAID 
arc providing technic. assistance and training in the arcas of public administration and 
local government management, and constitutional and civil law reform. 

Under the recently-completed Rule of Law program, USIA brought an experienced, 
Latvian-speaking American city prosecutors to Latvia to contribute to the development of 
a new criminal code and to assist in the legal reform. This Professional-in-Residence 
m e  a trusted advisor to nearly every important legal institution, including the 
Parliament, the Supreme Court, the Ministry of Justice, the Prosecutor General and the 
Latvian Judges Association. 

Also under the Rule of Law program, the American Bar Assmiation's Central and East 
European Law Initiative (ABAKEELI) placed a resident liaison, pm bono, in Latvia to 



assist the gwernment and legal professionals on legal mform and commercial law issues 
as well as in furthering legal ducation. Additionally, ABNCEELI has piovidad a 
resident judicial training spaialk. She arganized a regional workshop at which the 
Baltic Council of Judges' Associations prepwed a Model Code of Judicial Conduct which 
has been prt~tnted for adoptton by the judiciaries of the respective countries. Training'in 
judicial ethics has bear provided for new and experiaroad judges in four rural areas, as 
well as Riga. It has also conducted j u v d e  law training. 

The National Democratic Institute (NDI) and the International Republican Institute (IRI) 
have sponsored training seminars for political party and factions at both the local and 
national levels. Additionally, under NDI sponsorship, an experimccd American 
legislative aide serves as a resident advisor to the Latvian Soiem @ariiammt). She has 
provided valuable technical support on organizational and administrative matters to 
legislative cornmitxees and parliamentary factions. One of her innovative activities has 
been the organization of monthly luncheons, patterned after U.S. congressional caucus 
lunches, to provide women Members of Parliament an opportunity to discuss topics of 
special interest among themselves as well as to access substantive information from guest 
spealers. 

Under the mass media training project, USIA has sponsored a number of workshops on 
print, broadcast, production and medical management in the United States. On the other 
hand, USIA's English Language Teaching program has bacn instrumental in the 
development of the Iatvian Assxiation of Teachers of English (LATE), which now 
boasts 500 members. Additionally, two English Language Fellows are curmtly teaching 
at the Daugavpils Teacher Training University and the Riga Teacher Training Institute. 

In mid- 1994 an ambitious multi-year program for the strengthening of Latvia's 
parliamentary institutions was completed under the U.S. House of Reprc~tntatives' 
Special Task Force on the Development of Parliamentary Institutions. An fully 
computerized information resource system was installed at the Saiema, and a legislative 
rcfcrence library was established. Additionally, a select number of Saierna leaders 
participated in a study tour to the U.S. Congress which focused on l ~ v d e x e c u t i v e  
relations in security and defense matters. 

Improving Quaty of Life 

Hw~~(uu~tarian Assistance 
Under the Emergency Medical Assistance Program, USAID provided $500,000 to Project 
HOPE dwing the winter of 1991 to expedite Ue delivery of medical supplies to the Baltic 
region, to assist in reducing the number of deaths due to influenza, pneumonia, and other 
illnesses. Since, additional donations of medical supplies worth some $4.5 million of 
medical supplies have been provided to Latvia. 



E n M ' m n t  
'Ihe environment program in Latvia, designad to assist economic -ring and reduce 
threats to human health, pursues three objectives: to support the r t f m  of environmental 
and economic policies, prices, legislation, and regulations; to improve the efficiency and 
effectivaress of the public sector environmental investments; and to supjxxt the 
expansion of the role of the private sector in environment and investments. 

Significant progress has been achieved in 1994 under the policy reform component of the 
USG environmental program in Latvia. Following on a modest program of 
environmental economic policy case studies initiated in 1993, the Harvard Institute for 
International Development (HIID) assigned long-term regional advisor in 1994 to 
reinforce environmental economics expertise within the Ministry of Environment and 
Regional Development. The advisor has guided Ministry personnel in the design and 
execution of out case studies and analyses, including a case study of water and waste 
water pricing and financing. Additionally, it should be noted that in his former capacity, 
the cumnt State Minister for Environment, attended an intensive summer course in 
environmental economics at Harvard University under the SEED-funded participant 
training program. 

The public sector institutional development component of the USG progmn is 
implemented through an interagency agreement between USAID and the U.S. 
Environmental Protection Agency (USEPA). In 1993 and 1994, USEPA has carried out 
a program of technical assistance and training missions to Latvia to prepye, in close 
cooperation with Latvian counterparts, a comprehensive drinking water management plan 
for the city of Daugavpils. The plan will be completed early in 1995. It is anticipated 
that it will scwe as a basis for the GOL's efforts to obtain international funding for 
development of a reliable and safe water supply for this important city. In addition, 
during the past year the USEPA has conducted risk assessment training on a regional 
basis for Baltic environmental officials. 

Another important USEPA contribution, was the establishment of a state-of-the-art 
computerized environmental data system, with GIs capabilities, for the Ministry of 
Environment. The system is integrated and features computerized Local Area Networks 
(LANs) both at the Environmental Data Center and the Ministry. The USEPA 
contributed equipment worth in excess of $400,000, as well as specialized software and 
training. 

During 1994, the World Environmental Center (WEC), a U.S. non-profit organization, 
expanded its efforts in the areas of industrial pollution prevention and waste 
minimization. It has initiated waste minimization projects in five industrial plants and 
waste minimization impact studies in an additional six firms. Through these projects 
plant management has identified cost effective measures which, in d l  cases, have led to 
significant reductions in wastage and important cost savings. Savings through waste 
reduction, in a number of plants such as the Daugavpils Synthetic Fiber Plant, have been 



multiples of the initial investment in WEC-recommended equipment. In others, savings 
have b#n achieved through the introduction of management practices without any 
significant capital investment. 

In mid-1994, the WEC established a Pollution Revention Center in Riga to be a 
refcreme center at the &a of Latvian industry on waste minimization and 
environmental issues. The center will saeL to encourage pollution prevention programs 
through the dissemination of information on sound practices and through referral to 

nascent indigenow environmental service companies. 
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LITHUANIA ANNEX 

Privutimion Md Enterprise Dewlopnrtnt 
Through various USAID technical assistance contracts with KPMG Peat Marwick 
valued at over $3 million, privatization activities have hem thus far directly 
responsible for the privatization of two major firms and assisted with preparation of 
nine other companies. This process entails asset valuation, restnrcturing of 
accounting systems, developmart of business plans, and legal documentation, in order 
to attract private sector investment in or acquisition of statoowncd firms. 

KPMG's current efforts are providing assistance to the agricultural industry in two 
directions. KPMG assisted a cheese producer in finding a foreign investor and provided 
privatization assistance to a milk pruduccr. The cheese plant identified two possible 
candidates for investment and the privatization of the milk processor is still underway. 
The second undertaking of KPMG is the support it is providing to the World Bank 
initiative to p v i d e  $25-30 million in credits to the agricultural sector. Through KPMG, 
USAID will provide technical assistance to enterprises desiring access to this credit line. 
This assistance will be in the form of feasibility study preparation for loan applications as 
well as training of local experts. 

The Internatid Executive Servia Corps (IESC) office in V i u s  has established a 
Lithuanian-American business and banking sector program. Almost $1 million has been 
awarded IESC for operations in Lithuania as part of a larger, region-wide grant. Over the 
past year, IESC has completed almost forty projects, primarily in the production and 
banking sectors. Projects have included computerizing accounting systems, implementing 
budget controls, pnwiding marketing guidance and teaching bankers about foreign 
exchange operations. Several ministries have also been assisted. 

The U.S. Peact Corps program in Lithuania began in FY 1992. In FY 1993, USAID 
transferred $2.16 million to Peace Corps for its European Business Development Program 
for FY 1993 and FY 1994 activities. 'Peace CorpdLithuania have received a total of 
approximately $150,000 to provide technical assistance, training and information to small 
and medium-sized enterprises. Currently, 41 Peace Corps Volunteers work in Lithuania, 
with 21 working on USAID-funded small business projects. 

The first group of six MBA Enterprise Corps volunteers arrived in Lithuania in July 
1994. While living with local families, MBA volunteers use their professional experience 
to provide long-term technical assistance and on-site training to Lithuanian business 
managers who have recently started their own private enterprises. The first group of 
selected host companies include a bank, television station, computer firm, and 
supermarket -- all in Vilnius. Volunteers have started their assignments at various 
service companies in Vilnius. Next year, 13 to 15 volunteers are expected to be placed 



in up to four cities around Lithuania in senice and production companies. 

The Center for Intenrational Private Enterprise (CIPE) provides a sub-grant to the 
Lithuanian Fret Market Institute (LFMI). The LFMl has becn active in policy advocacy, 
legislation review and public ducation. With substantial technical support from the 
LFMI, a currency board to help promote stabiliaion of the Litas began operations in 
April 1994. Future plans for the LFMI include reviewing the social insurance system, 
analyzing the tax system and providing guidance in the development of a new system and 
increasing efforts in public ducation and economic reform. 

In FY 1993, the World Council of Credit Unions (WOCCU) began a project of 
establishing a network of agriculture-based credit unions in Lithuania. WOCCU will 
open 15 credit unions with 1,000 members each over the next three years. This initiative 
is expected to increase the efficiarcy of financial markets and improve the availability of 
personal thancia1 services. 

.Financial Seaor Refonn 
The programs described below art part of a regional program for Central Europe to 
provide technical assistance through advisory services and training for the financial sector 
and governmental institutions. These pgrams are designed to facilitate the conversion 
of the former command economy of Eastern Europe into private sactor-based economies. 
The program concentrates on providing long-term advisors with expertise in the ovaall 
areas of aconomic policy analysis, banking, public f w c e ,  and many other specialties. 

A U.S. Treasury consultant on commercial banking scrvcs as special advisor to the 
Governor of the Bank of Lithuania (BoL), where he is advising the International Banking 
Department in management of rt~erves, modernizing BOL banking practices, reviewing 
legislation and assisting on bank supervision activities. He also advised the Lithuanian 
State Savings Bank on privatization and development issues. 

Two U.S. Treasury advisors have been working on taxation matters at the Ministry of 
Finance. One Tallinn based advisor worked on tax policy issues concerning the Value 
Addad Tax (VAT) legislation in Lithuania. He also worked on the Law on Basic Taxes 
and the Income Tax Law. A second advisor is working on tax administration and is 
concentrating on training and legislative issues. One primary goal is to provide training 
and education for different levels of tax administrators in the Ministry of Finance. This 
will be done through education in Lithuania, workshops with colleagues in the Baltics, 
and an orientation trip to the U.S. On legislative matters, the advisor has worked on tax 
administration laws, specifically the Administration Law and Personal Income Tan Law. 

Two short-term Treasury advisors also worked with the Ministry of Finance reviewing 
the administrative code and developing a Treasury function and cash management system. 
Two other short-term advisors from the IRS have developed a training program for tax 
inspectors. They collected information on the tax system and tax laws in Lithuania and 



prepzrad the training materials. It is &mated that 20-25 tax inspactors will be trainad in 
December 1994. 

An advisor to the BoL works on developing a bank aamimion #:hedule, d d g  a code 
of ethics for eJtaminers, Pputicipgting in two on-site bank cxmidons,  advising on a 
bank fnrud case and giving reminars on d t  to bank examhem and to banks under 
examidon. The advisor also organid a trip for the Director of the Bank Supervision 
Depcrrtment to the Office of Thrift Supervision in Chicago. This has been useful for the 
director in developing a strategy and new tactics for bank supervision. Two &-month 
advisors are expacted to arrive in the first qwutcr of FY 1995 to assist in off-site 
supervision and help formulate policies on bank liquidatim issues. 

In July, a KPMG/USAID team coordiited a bank training diagnostic. After extensive 
meetings with representatives from the banking, legal and donor communities, the team 
found that a fair amount of training is being provided but it is supplydriven and does not 
attempt to satisfy the naeds of the bankers. Additionally, there is poor coordination 
between the d i f fmt  groups providing training. The draft report, shared with EU Phare 
and British Know-How Fund, was the basis for coordinating with other donors to pool 
f e ~ ~ m  together and develop a focal point for bank training assistance. It also 
catalyzed the decision to create a Lithuanian bank training institute. 

~Invesrmcnt Md Tt& 
The American Business Initiative (ABI) project was established to assist with the 
dcvclopmcnt of a private sactor market infrastructune. Assistance under the ABI project 
was provided in FY 1993 under an interagency agreement between USAID and the Trade 
Development Agency (TDA) for $500,000 to finance a feasibility study for the Mazerhar . . .  
Oil Refinery. In addition, TDA approved funding for an electric power grid 
wmmunications system feasibility study, as well as a grant to the Intenrational Finance 
Corporation (IFC) of the World Bank to hire U.S. consultants to examine the 
mockmidon haads of the fishing fleets of the three Baltic countries. TDA has 
approved a total of eight projects to date, with a primary focus on energy. 

@ CMmcrcial Policy, Lmvs and Regulon'ons 
The Department of Justice 0 and the Federal Trade Commission (FTC) sent three 
experts to Lithuania for six months to assist the GOL in developing, refining and 
enforcing economic competition laws and act as an advocate for market-oriented, 
wmpctitive solutims to economic problems. Rqmscntatives from the State Price and 
Competition Office attended conferences in Vi- on the topic on competition law. 
Approximately $400,000 has been provided for these efforts. 

Since FY 1992, through a USAID grant valued at approximately $3.4 million, volunteer 
attorneys under the American Bar Association/Central and East European Law Initiative 
(ABAKEELI) provided a variety of sewices to help promote commercial and mle of law 
assistance to Lithuania. Two resident liaisons have worked closely with the Ministries of 



Justice Finance in identifying training needs, addressing diverse legal issues, and assispng 
an emerging Commercial Law Center in Vilnius. Under the auspices of the Commercial 
Law Center, ABNCEELI volunteers held seminars on commercial law topics, which 
both GOL officials and private lawyers attended. ABNCEEU was also instrumental in 
helping Vytautas Magnus University to develop plans for a three-year legal curriculum. 
In addition, ABAICEELI has organized several and xegicmal conferences on topics of 
relevant importame to judges, lawyers and other legal profCSJiods. To help incr#ure 
the impact of these oanfer#rces, the ABNCEELI established the First Fridays legal club 
which provides an ongoing learning forum for lawyen to share personal experiences and 
ideas. An ABAICEELI liaison also assists on an ad-hoc basis the Ministries of 
Economics, Finance, and Foreign Affairs, as well as the Parliament's legal department 
and the Lithuanian Bar Association. 

Thmgh approximately $3.7 million in interagency agreements with USAID, assistance is 
provided through the U.S. Departmart of Commerce's (DOC) Commercial Law 
Development Program (CLDP) and the Unitad States Information Servia (USIS). C W P  
assists the GOL in intenrational economic agreement negotiation and implementation and 
has also provided assistance on issues of trade, export control, admission to GATT and 
the str#rgthamg of intellectual property rights. CLDP further suppLiad an expert to 
conduct a seminar on inttnrational law to the Lithuanian Economic and Foreign 
Investment Development Agency. 

The International Development Law Institute (IDLI), spamhing in international 
commercial transaction issues, amducts ongoing training in the form of conftr#lccs and 
seminars. One such seminar brought five Lithuanian lawyers to Rome during the coursc 
of the year for training courses on joint venture contracts. As a result, legal practitioners 
in key public and private sector institutions gain the requisite skills to effectively manage 
commercial legal transactions. 

Two USAID-funded assistance programs are targeting collateral law and bankruptcy 
issues. Under a new program entitled Institutional Ref- in the Informal Sector (IRIS), 
assistance will be provided to the GOL in drafting and implementing an effective 
collateral law with a central registry. Thc timing for this activity is optimal since the 
Lithuanians have made March 1995 a deedline for drafting a collateral law. The 
existence of a collateral law will increase the flow of credit by ambling banks to provide 
asset-based lending. Deloitte and Touche @&T) is implementing a $1.5 million regional 
bankruptcy project to assist in the promotion of formal an informal bankruptcy 
proceduks in order to' facilitate the restructuring or cloeing of financially-troubled 
enterprises. Advisors for D&T have aniducted a legal survey and analysis of the status 
of bankruptcy laws and practices by which to help determine further assistance needs. 

*Agriculture 
Land 0' Lakes has organized business management training courses and a program of 
technical assistance in Lithuania under a $275,000 Central Europe regional grant. 



Activities include training for dairy curd other farmers thnwgh a jerieJ of sesninaft and 
spukhcd training in the U.S. on farming production processes, priMtizatian and 
coopentive strategies. Lmnd 0' hkcs placed an advisor in the B i i  region for a four- 
month project to assist bendroves and private fpnners in the region in elevating and 
regulating the quality of their milk, estpblishing a milk pricing stnrcture and arcamghg 
year-round calving. Land O' lnlm has also initiated assistance to the Ministry of 
Agriculture to combat dairy herd diseases. 

Approximately $1 million in Baltic regional funding has been provided to Volunteers in 
Overseas Cooperative Assistance (VOCA) which provides short-term technical assistance 
to farmers, agribusinesses, cooperatives, and, to a limited dcgm, the GOL. Over 38 
short-term volunteers were placed throughout Lithuania to provide BSSiSGUla in 
agricultural coop~~ t ive  development, fan building and agri-business management and 
marketing in FY 1994. VOCA also is providing volunteers to advise the Lithuanian 
Agricultural Advisory Service and promote a h m  credit system and is helping identify 
agribusines~es to &ve loans through the IBRD agricultural credit program. 

Management Education 
Since FY 1992, the U.S. Information Agency (USIA) has administered a management 
training and eoonornics education prognam in Lithuania. Under USIA's "small grant" 
project, Purdue University provided assistance to improve business management programs 
at Kaunas Technological University, Vytautas Magnus University, and the Lithuanian 
Academy of Agriculture. Funding coveted expenses for visiting U.S. lecturers, 
development and implemmtation of thirteen-week training modules and translation of 
boolrs and manuals. 

USAID is currently negotiating with Texas A&M International University to provide a 
grant in collaboration with Kaunas Tcchn01ogical University to strength curricula in 
business management training and market economics education. 

@Pmciponr Thinin8 
The regional USAID Participant Tiaining Program for Europe (PTPE) began in FY 1992. 
Over $200,000 has been provided under this program to train Lithhians in fields which 
have not been addressed through other USG-funded programs. Twenty-nine participants 
traveled to the U.S. on training programs by the end of FY 1994. A sccond regional 
training program, implemented through five individual cooperative agreements with U. S . 
universities and non-governmental organizations, also provided training for an additional 
29 Lithuanians in professional fields including human resource management, 
wmmunications, and medicine. 

Beginning in FY 1994, the ongoing Entrepreneur Management and Executive 
Development Program (EMED) enables owners and sarior managers of small- and 
medium-sized companies to get short-term, on-site training in the U.S. It is expected that 
100 Lithuanians will participate in EMED training over the next three years. 



@Energy and JnFprtlllcnu~ 
The USAID energy assistance program in Lithuania focuses on h main mas: energy 
efficiency and pricing; power Jbctor restructuring and modernization; and nuclear safety. 
It also supports regional energy ampemtion among the three Baltic countries and with 
neighboring countries. Approximately $3.5 million was obligated in Fys 91-94 for 
Lithuanian energy programs. 

Building on the successful implementation by Resource Management Associates of a pilot 
industrial energy efficiency program under the Emergency Energy Project, a plan to 
conduct a demand-side management program was designed in 1994 to begin in 1995. 
RCGtHagler-Bailly, Inc., in coop~iation with the Knunas Distribution Company and 
private Lithuanian consultants, will wkmkc implementation of this project. This 
program is coordinated with the Ministry of Energy and focuses on industrial users of 
e l d c i t y  in the Kaunas d c e  arca. 

USAID has been working closely with the World Bank and other donors on the reform of 
the electric power sector. Arthur Andcrscn provided assistance to the Lithuanian State 
Power System (LSPS) on financial reform in order to establish an internationally 
acceptable system of accounts. Elcctrotek Concepts, Inc. worked with UPS on the 
planning and modenrizotion of the LSPS dispatch center for inclusion in the planned 
World Bank power loan. 

A utility partnership program, administered by the U.S. Energy Association (USEA), 
pwbd Alabama Power Company in July 1994 with the LSPS. Alabama Power Co. will 
collaborate with the LSPS in areas of general utility management and organization, 
information technical systems and financial and cost-benefit analysis techniques. 

In cooperation with the U. S. Department of Energy (DOE) and the U.S. Nuclear 
Regulatory Commission (NRC), USAID programming is helping to improve the safety of 
the Ignalina Nuclear Power Plant (INPP) until it can be ictirsd from sexvice. Through a 
DOE subcontract, Brookhaven National Laboratory (BNL) installed an RBMK-1500 plant 
analyzer at the Lithuanian Energy Institute (LEI) for the lgnalina Mkty Analysis Group 
(ISAG) and provided hands-on training for the ISAG staff. BNL began work on the 

, development of a communications network between INPP and LSPS by evaluating the 
existing communication system, the needs of prsonnel from recipient countries and 
determining cost-effective solutions to improve the system. The NRC and the State 
Atomic Energy Safety Inspactorate (VATESI) signed an agreement on Thermal-Hydraulic 
Code Applications and Maintenance. This agmment will increase the level of 
cooperation surrounding the improvement of the reactor and plant and will ensure an 
exchange of technical information and safety of research reactors. The firm of Stone and 
Wcbster was contracted to oversee a configuration management program at INPP, which 
is cunently in the contract process. USAID is c~~pcrating closely with Sweden and 
other bilateral donors to coordinate efforts in this a m .  



Lithuania has actively participgted in a r e g i d  electricity contracting and pricing 
program. Under a USAID cmtract, RCG/Hagkr, W y ,  Inc., is providing technical 
assisbuKx and training on the ddails of electricity sales amtmcts. This collaboration has 
been extremely productive leading to b i l a t d  apmmts beCwan Estonia-htvia and 
Lithuania-Latvia which in turn were the bases f a  negotiation of other bilslterol 
agreements on electricity interchange betwaen Lithuania-Belanrs and Lpfyip-Russia. In 
addition, a tar-page draft multilatcrnl a p c m a ~ t  among the three Baltic electricity 
companies amccming the parPW aperation of their systems has been prepaFsd for 
adopt1011 by the nine-member Baltic Energy Council that oversas the opention of the 
regional Baltic Dispatch Center in Riga to help provide a long-term financial outlet, a 
Baltic regional energy planning project has been initiated, coordinated by Electrotck 
Concepts, Inc., which introduced intcgratd iwounx planning, a rcquirenrerrt ncctssary 
for World Bank and EBRD energy loan applications. The USAID missions in the Baltics 
are coordinating their efforts in this field for a regional approach to mutual enesgy 
problems. 

Quality of Life 

H ~ l ~ ~ ~ ~ t o n ~ m  Assistance 
At the end of September 1994, USAID sponsored six Lithuanians to attad a health care 
conference in Pmgue on the topic "Realizing the Vision of Health Reform." In earlier 
fiscal years, USAID awarded $500,000 to Project HOPE to leverage and fiditate the 
transport of purchased and donatad medical supplies and pharmaceutical to Lithuania. 

In FY 1992, the U.S. Department of Agriculture (USDA) provided Lithuania a total of 
100,000 metric tons of feed grain valued at approximately $1 1 million. In addition, $8.8 
million in agricultural credits wert also provided in 1992. In FY 1993, USDA provided 
an additional 160,000 tons of corn and 125,000 tons of soybean meal under PL 480, Title 
I to Lithuania for a total of approximately $25 million including shipping wsts. In 
FY94, over $15 million in PL 480 assistance was provided. 

*Enviimrvnent 
The environmartal program in Lithuania is designed to assist with economic restructuring 
and to reduct threats to human health through thret objectives: to support the reform of 
environment and economic policies, prices, legislation and regulation; to improve the 
efficiency and effectiveness of public sector environmental investments; and to support 
the expansion of the role of the private sector in environment and investments. 

A cooperative agreement with the Harvard Institute for International Development (HIID) 
is providing policy reform assistance through a long-term Environmental Policy Advisor 
at the Ministry of Environmental Protection (MEP), and throug h providing consultants, 
supporting local scholars and policy analysts and conducting seminars, conferences and 
workshops. The chief economist of MEP received training at HIID in July 1994. 



The public ssctor institutional develaprnent component of the USG program is carried out 
through a $875,000 intuagcncy agreement between USAID and the U.S. Etlviranmental 
Protection Agency (USEPA). The USEPA improved the environmental monitoring 
system of the MEP by acquiring spaciPliztd monitoring and data equipment, installing 
computer hardware and softwan, and training spacirrlists to use them; and by conducting 
systems and needs analysis in conjunction with the MEP. Workshops on arvironmental 
risk assasmart have also been conducted by the USEPA at the MEP. In addition, the 
USEPA has confirmed project coordinators and technical support staff for the evaluation 
of the Siauliai drinking water supply which was seriously contcuninated due to a large 
Soviet military airport adjacent to the city. 

USEPA assistance includes activities in environmental monitoring, twinning/tcchnical 
assistance and risk assessment training in cooptration with Latvian and Estonian 
environmental officials. Such regional assistance strengthens governmart-to-government 
cooperation on tansboundary issues such as Baltic Sea pollution and encourages 
compatible environmental data management systems among countries in the Baltic region. 

The Science Applications International Corp (SAIC), a USEPA contractor, presented 
analysis of existing data for the MEP about the Mazeikiai Oil Refingr through evaluation 
of air quality, emissions, waste water tnatment and groundwater contamination. The 
SAIC team requcstod fuel product quality data but did not d v e  the samples. Another 
USEPA cantractor, the Institute for Sustainable Communities, amductcd three workshops 
for school teachers in Kedainiai on the topic of environmental education. 

Expansion of private sector investments in the environment in the USG program is 
carried out through a cooptrative agreement with the World Environmental Center 
(WEC), a U.S. non-profit organization. Since the inception of the program, WEC has 
focused its efforts in the areas of industrial pollution prevention and reduction through 
waste minimization demonstration and impact programs. The WEC is currently assisting 
several difftrcnt industries and firms throughout Lithuania. In Eall 1994, an evaluation of 
a waste minimization demonstration project, conducted by the WEC and Kadainiai State 
Chemical Plant, concludad that annual savings were estimated at 320 percent of the total 
value of purchased waste efficiency quipment. To expand on program impact, the WEC 
has held national and regional seminars on the topic of waste minimization and publicized 
and replicated the success of waste management intervention. 

An Environmental Action Program (EAP) survey tearn undertook an initial threeweek 
mission to Lithuania in September 1994 to vuify primary sourm of hazardous pollution 
and to evaluate sites as potential EAP projects. Based on the team's initial visit, Akmene 
Cement and Acherna Fertilizer have been selected for future investment sites. 

*Demtxmk lmtitution BuiIding 
The Rule of Law program has provided funds to send Lithuanian judges, administrators, 



prosecutors, and attorneys to the U.S. for thirty days to examine the Amctican legal 
system. Also, U.S. legal experts have participatal in LithuaniPn legal conferences. 
Specialized legal book collections haw been pnwidcd on lqJ r e f m  issues. 

The American Bar Association's CEELI project offen short-term advisors for specific 
legal topics and provides legal analyses of draft legislation at GOL's request. 
ABAICEELI's long-term advisor is working on judicial reform and education. T h e  
sewices rn coordinated by the ABAICEEW resident liaison, and are managed by a long- 
term resident liaison who concentrates solely on Rule of Law activities. 

The International Republican Institute (IRI) and the National Democratic Institute (NDI) 
have bem providing assistance to local democratic institutions. A long-term IRI advisor 
is conducting grass roots training through a series of tar workshops for local political 
partits throughout Lithuania to help them build organizational, communication and 
legislative skills. The first workshop was held in September 1994 in Kaunas. Forty- 
seven representatives from 10 of the registered 16 political parties participated in the two- 
day seminar. Three Lithuanian women participated in a "Young Women in Politics" 
conducted by MI1 in Febnrary 1994. NDI will place a resident advisor in Lithuania in 
calendar year 1995 to provi& assistance to local parties to strengthen the democratic 
procws* 

To assist in building strong parliamentary institutions functioning indeptndently in a 
multi-party democratic environment, a grant of $1.5 million was pnwided to the 
Lithuanian legislature under the U.S. House of Representatives Special Task Force on the 
Devt1apmcnt of Parliamentary Institutions in Eastern Europe (the Frost Task Force). 
This project included a three-day training seminar for 137 of the 141 members of 
Parliament on the topics of parliamentary responsibilities, economic transitions, security 
and organized crime. In addition, a parliamentary library and research facility were 
created with 350 books and periodicals and a computerized information system worth 
over $790,000, including 61 microcomputers, 4 notebook computers, 41 printers, and 3 
copiers was given to the Parliament. 

Since FY 1993, the AFL-CIO Fret Trade Union Institute 0 has conducted seminars 
on trade unionism, democracy and the transition to a market economy to labor activists in 
Lithuanian trade unions. In FY 1994, a printing press was purchased and installed in the 
Lithuanian Worker's Union and two printer tradesmen trained LWU in its use for two 
weeks. Three seminars were held in various cities across Lithuania on the issues of 
worker safkty, health, labor law enforcement, privatization and payment of social 
insurance benefits. 

To strengthen democratic institutions, the U.S. Information Agency (USIA) and USAID 
ate providing in technical assistance and training in the areas of public administration and 
local government management, and constitutional and civil law reform. 
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An interagtncy Democracy Commission, chairad by the U.S. Ambassador, was 
establishad in 1994 to wcrs4t the administration of $100,000 in SEED money. The 
Democracy Commission awards one-time grants of up to $24,000 to NGOs, PVOs, 
educaticmal institutions and individual nationals for onetime projects which promote 
demOCrSLtic developmart in Lithuda. To date, the Dem~ctrcy Commission has 
approved seven projects for funding. 

Under the Mass Media Training Project, USIA has provided Lithuanian journalists the 
opportunity to come to the U.S. to view U.S. radio and television programming and 
equipment. In October 1993, a U.S. media consultant came to Lithuania to work with 
reportm and other mass media pmonml. Another communications consultant 
cornpkd a &month program with Lithuanian State TV and the Institute of Radio and 
Jownalism, and successfully drafted a plan for reorganization of the LTV news 
department. Equipment worth $10,000 was given to an independart, private television 
station, and Vilnius University received $100,000 in radio equipment. 

USIA's English Language Teaching Program has placed an 'English as a Foreign 
Language' fellow in a Lithuanian training institute to conduct programs for local English 
teachers ond impnwe technology. In FY 1994, two English Language Fellows were 
placed in institutes of higher learning in Vilnius and Klaipcda. The Klaipeda Fellow left 
early on in the assignment, leaving one Fellow resident in-country during the 1993-1994 
academic year. Thr# Fellows are resident in the 1994-95 academic year, one of whom 
has becn designated a Senior Fellow to coordinate the program in Lithuania. 

The Peact Corps is providing English language training at sites identified by the Ministry 
of Education, in addition to the business-related technical assistance mentioned earlier. 
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POLAND ANNEX 

Supporting Rivate Scdor Development 

The private sactor has developed very rapidly in Poland. There remain problems 
however, and supporting private sector development continues to be one of the highest 
priorities in the U.S. Assistance Strategy for Poland. The program is b r o h  out into five 
main areas - asshhme to small and medium size enterprise, privatization, capital marktts 
development, agriculture and participant training. 

Assistance to Small and Medium-Sitcd Enterprises - SEED programs have focused in a large 
part on the development of small and medium-sized enterprises (SME). Assistance has been 
provided directly to individual firms; through the d o n  of training programs in 
entrepreneurship; and through support of institutions which foster a favorable business 
climate for the development of small and medium-sized enterprises. 

IntemtationaL Executiw Corps (IESC) has has to 1300 retired US executive 
who arc available for consulting assignments and provides these experts to Polish 
enterprises, municipalities, and public administrative bodies. This year, experts 
conducted 56 assignments in which they provided hands-on training and advice ii 
management, business development, strategic planning, cost control, marketing 
and market restarch, and accounting. In addition, they identify potential business 
partners overseas. During one such assignment, an IESC volunteer developed a 
strategy for the economic development of the Rzcszow Voivodship which 
emphasized ways to attract foreign investment. His recommendations were 
implemented and ,by year end, two major US companies, Gerber and Owen, 
made substantial investments in the region. 

Citizens Dcmacrocy Cops (CDC) reznrits highly-skilled, senior-level US 
volunteers who provide managemart assistance to small and medium-sized 
businesses and institutions which offer support services , training, or financing to 
SMEs. This year, a CDC advisor helped a private publisher of legal books and 
consumer magazines establish a sales force and develap a long-term marketing 
program. As a direct result of his intervention, the beneficiary company's 
revenues will increase revenues by 25-4096 in the coming year. 

Entmpnneurial Management and Exec~n'w Development (EMED) consists of a 
business exchange program which brings senior managers and owners of private 
business to the US for on-the-job management skills and practices training. In 
1994, 45 entrepreneurs travelled to the US under this program and 70 more 
executives will participate in 1995. Through the contacts developed during the 
visit to the US, the vice-president of a company which produces electronic parts 



for airconditioning systems signed a licensing and distribution agreement with a 
manufacturer of energy-savings systems for buildings. 

Pokh Business Mvisory Service ( P U S )  is a multi-donor project involving the 
IFC and the EBRD as well as other European donors. PBAS fosters the 
development of the SMEs by prmriding entrepreneurs with - to management 
how-how, technology, and finance. In addition, financial advisory services 
provide help in -a1 restnrctwing through the preparation of business plans 
and investment proposals while technical suvice focus on company accounts and 
management information systems, marketing and distributioi, and product quality 
improvements. PBAS also has a business consultant training program consisting 
of seminars in financial analysis, accounting, marketing, and operational 
management. 

Free Enterprise ?hamition Ccnrer (FETC) assists Peace Corps Volunteers and 
other assistance providers through its resource center, case-study library, training 
material files, and business video library. As the Sabre Foundation partner in 
Poland for the past 2 years, the FETC has distributed more than 40,000 books to 
over 100 Polish schools, libraries and organizations. 

t i w h a t i o n  - Over the past two years, USAID has supported the privatization effort by 
funding the activities of the following technical advisors: 

Price Wiaferho11se helped privatize medium-sized firms, developed an auction 
system, and produced an analysis of the glass sector which led to the privatization 
of eight firms - one of which was the third largest transaction to date. In 
addition, it is leading a Business Skills Training project which educates 
management of stateowned enterprises, workers' councils, and local government 
officials. 

Dcloine d Touche prepared the national carrier, Urr Airlines, for attracting a 
strategic partner through; a full transformation of its financial accounts, the 
writing of a final draft of its business plan, and the spin-off of its ticketing, 
baggage-handling, and food-service departments. In addition, D&T completed a 
project to divest state-owned enterprises of social and ancillary assets and assisted 
the Ministry of Privatization in restructuring enterprises prior to their 
privatization. 

KPMG Pea Manvi& assisted the Ministry of Privatization in its preparation of 
the Mass Privatization program through the design of a specific framework for 
the implementation of the National Investment Funds and sharotrading 
mechanisms. The book value of the 444 companies participating in this program 
is $4 billion and 25 million Polish citizens will receive shares. 



In addition, KPMG assisted in the analysis of the wood pPnelling a d  furniture 
sactor, and the fruit and vegetable sector and privatized several h s .  It also sent 
cofpoxate finance advisors to the Ministry of PrivatWion to help in accelerating 
privatization. 

Cospcts & Lyb& preparad a valuation of Huta Wlllszslwa Stet1 Mill which led 
to its privatization and the formation of a joint-venture. 

Cppitul M&u Dcwlopmcnt - In 1994, USAID began a major initiative to actively support 
the development of the capital market through technical assistance in establishing a modern 
regulatory framework for the securities industry through the funding of a resident advisor to 
and training for the Polish Securities Commission. In addition, the following activities will 
take place: 

A National Dcpository of Securities will be created as an independent body for the 
cl~~fance, settlement, and deposit of securities according to international 
standards. This move will directly assist the continued growth and development 
of Poland's capital market and make possible the implementation of the Mass 
Privatization Program and of continuow trading which will greatly increase the 
number of new securities issues and trading volume. Specifically, the new 
Depository will process all ordinary and extraordinary corporate actions, 
including dividend processing, splits, rights issues, bankruptcies, take-overs, 
debt-retircmerrts, and expirations. In addition, it will provide enhanced risk 
management and assessment of participant risk. 

A CMmon BocR Wce will be established for small independent brokers who art 
not affihkd with banks and who would not otherwise be able to afford the 
investment needed in computer services for processing, clearing, and settling 
customer stock orders. The outcome of this initiative will be a competitive 
securities industry which is not dominated by a few well-capitalized banks. 
Specifically, software capable of back-office processing will be developed, 
brokers will be linked with the major trading places (which will improve the 
accuracy and timeliness of trade orders), and brokers and computer programmers 
will be trained in how to use and upgrade the software. The broad results of the 
initiative will be the solution of present operational problems and the enhanced 
ability of the market to handle greater transaction flow. 

The development of Regulored Inwsnncnf Compunies will be assisted through the 
funding of an advisor at the Ministry of Privatization to review existing and 
proposed regulations governing their operation. Specifically, the advisor will 
make policy ncommendations and draft procedures on: the valuation of portfolio 
securities in connection with the sale and redemption of funds' securities; 
requirements as to custody of funds' assets; dealings of the fund with the insiders 



or "aftlhks;" regulation of the fund manager's fees; disclosure and information 
relating to the fund for potential fund investors; and the limitations as to capital 
structure. 

Unlisted S e ~ ~ f i e s  Mankct will be developed along the lines of the US NASDAQ 
system through the funding of advisors to coop.ate with the Ministry of 
Finance, the Securities Commission, the Association of Brokerage Houses and the 
ASSOciation of Polish Banks in developing procedures and regulations. 

Cbnsomma of Americm &rims in Earurn &mpe ( W E )  granted start-up costs 
for the Sun Diamond Growers' infOnnation offices to assist U.S. companies 
wishing to export to the CEE region. 

Agriculnrn - USAID cooperates with the US Department of Agriculture in supporting the 
development of Polish agriculture through: 

Polish American Euewion Rvject provided advisors to 31 vovoidships (out of a 
total of 49) to strengthen numerous aspads of extension center services. Their 
work was supported by two resident advisors at the Ministry of Agriculture and 
Food Eumomy (MAFE). 

Ecsnomic Research Service is cooperating with the MAFE, the Institute for Food 
Economics, the National Agricultural Statistics Service (NASS), and the 
Agriculture Marketing Agency (AMS) to develop axmomic information, 
including situation and outlook reports on food commodities, short-term impact 
analyses, and a farm income study. In addition, support was provided to an 
annual outlook confmot, to the NASS in its work with the Polish Statistics 
Office to develop timely statistics on agriculture, to the AMS in its development 
of markt news reports and grading standards, to a rural youth development 
program, and to the Cochran Fellowship Program which provides short-term 
training in the US to agribusiness specialists. 

Agn'CJNral Oopmtiw Dewlopmcnt International (ACPI) offers incountry 
training on coop~ative principles to farmers and trainers from extension cenm. 
Two training centers have been set up and 400 farmers trained. In addition, 
ACDI sends agriculturalists to the US for training in: dairy farming, coopetative 
banking, fhit  and vegetable processing, extension, trade union organization, 
poultry bmdhg, bonded warehousing, and wo.men agribusiness professionals. 

Volultee~s in Owrscas Coopcmtive Assistance (VOC1) provided agricultural 
organizations with 300 short-term advisors from the US to enhance their 
commercial or agribusiness service performance. 



Lund 0' Lolkcs is finishing its 3 year project of assistance to dairies in the field of 
production and management, using US and Polish expats. It umtinues its 
assistance to agribusiness through the creation of business plans and training in 
management and markchg. To date, 30 compmies have received business 
plans, 40 workshops have been conducted, and 19 Polish professors have been 
trainad at the University of Minnesota, mating a cadre of agribusiness ayriptists 
for the future. 

American Brtcdcrs Service (ABS) in a pilot project, ABS provided advisors to ane 
of nine Artificial Insemination Stations to help in modcmization and privatization. 
In addition, training was provided to 400 inseminotors and managers in: 
customer-oriented sales of semen, cow evaluation, management, and infoxmation 
technology. Set up a Foundation to provide support services to private breeders. 

Win& International impkmented the Farmer to Fanner Program in which 25 
volunteers from the US provided short-term technical assistance to improve food 
production, processing, and marketing. 

RCG/Haglcr, Bcu'Uy: Integrated Resource Planning (IRP) and Electricity Pricing. 
RCG/Hagk provided technical assistance, training and computer models to 
develop the organization and capability within the Polish Power Grid Company to 
carry out supply and demand-side analyses. This enabled PPGC to meet a World 
Bank loan precondition. The electricity tariff analysis has provided the basis for 
multilateral bank pricing dialogue with the gwcrnment. 

P d c i ~  Tmining h j e c t f o r  Eiuwpc. The PTPE Project provided short-term, intensive, 
tail& training experience in the U.S. for 254 executives and decision makers to furnish 
them with skills and knowledge necessary for change agents in the transformation period. 

The training supported private sector and financial development through training 
participants from the Ministry of Privatization the Ministry of Industry and 
Trade; representatives of Regional Development Agencies, chambers of industry 
and commerce, consulting firms, and other organizations supporting private 
sector; inspectors from the Regional Tax Offices and banking specialists; 
managers from companies intended to be privatized, and businessmen from 
private companies. 

The program also assisted in the transformation of the public sector by training 
officials from voivodship (province) administration; officials from the Council of 
Ministers, Ministry of Transport, Ministry of Foreign Affairs, Ministry of 
Foreign Economic Relations, Ministry of Environmental Protection, National 
Sports and Tourism Agency, National Radio Communication Agency, and from 
the Supreme Chambcr of Audits; executives from Polish steel industry; and 
prospective public -ants from the National School of Public Administration. 



The program also trained members of Parliament; representatives of 
local/municipd g w u n m t ;  journalists; academic ficulty; and representatives 
from non-governmental organizations. 

FLnureirrl Sector &vdopment 
Promoting financial sactor reform aims to strengthen the banking system and financial 

markets, which presently remain key barriers to economic growth. Providing needed capital 
to avert crisis, and technical expertise and training in the adoption of sound lending practices 
are key to the r e f m .  

Polish Stabilization Fbnd: The U.S. allocated $200 million to the fund in 1990 
as part of a U.S.-lad multidanor $1 billion hard currency mcrve. The fund 
made possible limited oonvertibility of the Polish zloty by creating an additional 
foreign exchange reserve. That objective accomplished, the $200 million, plus 
amounts provided by other donors, will now be used by Poland to help 
recapitalize Polish state-ownad banks as part of the banks privatization process. 

Polisb American Enterprise h a d  is the second largest U.S. assistance vehicle. 
U.S. obligations exceed $180 million, out of the planned $250 million total. Of 
the obligated amount, The Fund has disbursed over $120 million to help develop 
the private sbctor through equity investments, loans, tschnical assistance, and 
other measures. So far over 50 major direct equity investmats and large loans 
have been made and 3,500 loans to small businesses ilppnwed. Many of these 
have been pioneering investments, helping, for example to create the first 
mortgage bank, initiating the first flotation of a privately owned firm on the stock 
exchange, financing one of the few leasing companies in Poland, and investing in 
h s  that have beem privatized. Small businesses have drawn down $67 million 
in loans through the Fund's "Enterprise Credit Corporation." 

DepnrQlent d Treasury continues to provide a number of long-term advisers in 
assisting Poland develop its external debt management strategy, helping with bank 
primthation, and improving bank supervision. An advisor has assisted with 
negotiations with external creditors and donors, leading to the successful 
conclusion of debt rescheduling with external commercial banks. 

Senior Commercial Bank Advisors have provided guidance on bank 
privatization and assistance to private and privatizing public commercial bank 
management on improvements in bank operations, basic credit analysis, basic 
credit and accounting training programs, internal credit rating systems, credit 
approval process, credit administration etc. 

Bank PIzemydowo Handlowy technical assistance is being provided to develop 
l a  work-out and credit underwriting capabilities, and identify services and 
products that could be offered by the bank's investmat banking unit. The bank's 



advisors have been instnrmetltal in developing and winning auxptance of the 
investment bank unit's strategic plan. 

Powszechny Bank Knedytowy USAID is assisting in the privatization of this 
Warsaw-based bank, and is advising on developing portfolio management, credit 
analysis and investment banking capabilities. The bank's advisors have developed 
capital markets "templates" (including a handbook on the steps required to 
complete an initial public o f f d g )  that can be used by other banks and 
companies in Poland. Bank Supervision: Advisors dmftcd an on-site supervision 
manual tailored to specific Polish legal circumstances, which has been tested in 
actual on-site examinations. They have provided guidance on amending banking 
laws, promulgating regulations, and establishing a deposit insurance scheme. 
They have worked on improving reporting prooedures for the banking industry 
and advia on the establishment of accounting and internal bank auditing 
procedures, and a unified bank reporting system. Finally, they have helpad the 
National Bank establish procedures to deal with problem banks. 

Warsnw Institute d Banking: USAID has also supported its development 
through assistance in forming its curriculum, providing miners, and organizing 
course content. Over 700 bankers have received training under the Institute's 32 
courses. Emphasis is now being placed on trainers of trainers, so that teaching 
can be provided by Polish bankers and not external experts. 

FinancW Servias Volunteer C o w  (FSVC) is p i d i n g  financial expertise on 
a voluntary basis to the Government of Poland and financial institutions. Since 
its establishment in Poland, sixty volunteer assignments have been completed in 
Poland and the FSVC has designed training programs for sixty-three Polish 
nationals in the U.S. 

World Council of C d i t  Union: due to funding of the organization by USAD, 
86 Credit Unions were registered and 68 were operational by July, 1994. 

Fostering Democmtk Institutions 

These programs focus on building a more efficient and effective public sector to better 
support democratic civil society and market economy. They an also aimed at improving 
quality of life standards at a time of socially painful reforms. Thesc activities are carried out 
through programs in Public Administration Reform, Labor Market Transition, 
Environmental Initiatives, Political and Social Process, Independent Media Project, 
Promotion of Health Markets and Partnerships and Support of Nan-Governmental 
Organizations. 

Public Administration Reform: This new three-year project, scheduled for 
implementation in February 1995, is designed to help the GOP improve its capacity to 



formulate, analyze and implement public policy. USAID's efforts in public 
administration reform wen kicked off in November 1994 with a seminar on the 
management and structure of the U.S. civil service system. The conference was 
attended by leaders from the Council of Ministers, ministries, voivodships and 
pariiament. With a draft law on the Civil Service before the Sjm, the seminar was 
timely and opens the door to future co0pcration. 

OfYke of Public Procunment: USAID provided crucial assishnce and advice to 
the GOP as it developed a new law on public procurement, passed in June 1994. 
The law lays the foundation for an open, competitive procurement system, which 
will allow fair access by U.S. busintssts to the Polish market. The law takes 
effect January 1, 1995. USAID will provide a resident advisor to assist the new, 
independent Office of Public Procumment, as well provide opportunities for 
advanced training for senior Polish procurement officials who will train other 
civil servants in the procurement process. 

Under a cooperative agreement Rutgers, the State University of New Jersey, and 
its Polish partner, the Foundation & Support of Local Democracy (FSLD) are 
continuing to strengthen local governments through a variety of training programs 
delivered through FSLD's network of 16 Regional Training mters (RTCs). A 
dynamic cadre of 23 professional trainers has been developad. This group takes 
a team approach and is now capable of performing training needs assessments, 
developing new courses, and is well versed in adult training methodologies. 
Course modules have been developed in: management and organization of 
Services, local !hance and budgeting, human resourcts development, public and 
media relations. Under the new amendment to the agreement, FSLD is re- 
designing its training module in Personnel Management, and developing a new 
module in Procurement of Services in cooperation with the Office of Public 
Procurement, to reflect the changes brought about by passage of the new 
procurement law. Continued support will be provided to FSLD to strengthen its 
organization and management, and to promote its self-sufficiency. FSLD 
estimates that 60% of its income is generated from its own programs and 
products, with the remainder from a variety of donors and sponsors. FSLD is 
improving its capacity in strategic planning, financial planning and management, 
effective use of rtsources, and marketing and public relations. 

Local Government Training: In August 1992, Milwaukee County began a 
program to provide 6-week internships with appropriate Milwaukee County 
Government counfcrparts for 24 Polish local government officials per year. The 
program has given the participants new skills and knowledge to apply to their 
own community. USAID will work to ensure that the remaining participants are 
more directly linked to other USAID projects. 



Improving the Capacity of Enst Europm PPrliumcats: This project is 
managed under the direction of the House of Rqmcntatives Special Task Force 
on the Development of Parliamentary institutions .in Eastan Europe (the "Frost 
Committee") appointed by former Speaker Foley and by the Office of the 
SacrezPry of the Senate. An inter-agency transfer was made to allocate funds to 
the Library of Con- for implementing the project. Equipment was donatad to 
the Polish PPTfiamerrt through the Gif't of Demouacy, a piogrpm authorid by 
the U.S. Senate in October 1989. Technical asshncc and training was also 
provided to parliamentary libiarians, m h  directars and spakdists. The 
programrrlsosponsoredtwoconfmnces-onnrksofproad~tandon 
automation issues. Now in its third year, the assistance program has helped 
streamline the work of the Parliament by providing modern automation and office 
systems and by training key staff. The program also helped develop independent, 
effective information and analysis units which arc able to serve the Members of 
Parliament and professional staff, so that the elected representatives can better 
perform their n c c e w q  rolt in a democratic society. The bureaus are also able 
to assist other parliaments in the region by hosting training or consulting on visits 
of parliamentary staff. 

North Atlantic Assembly: This four-year grant, ending in December 1995, 
facilitates the participation of legislators and their staff at the Spring and Autumn 
Meetings of the North Atlantic Assembly (NAA), an organization of legislators 
whose countries belong to the North Atlantic Treaty Organization (NATO). The 
Polish delegation was nominated in July 1992, and again in October 1993. It 
includes the Minister of Defense as the Chairman, one member of the Senate and 
four Sejm Deputies. Polish delegates also attended a series of seminars which 
weie organized to complement normal NAA activities. 

The American Bar Association Central and East European LQw Initiative 
(CELLI) has bcm providing U.S. legal expertise in the f m  of advisors, 
technical assistance and training to the governmaml and non-governmental 
sectors in Poland. Legal workshops have been organized in conjunction with the 
Polish Lawyers Association, the Warsaw University School of Law and others. 
Comments were provided on major legislation such as Poland's draft constitution 
and the While Collar Crime Law. Such assistance, together with that 
administered by USIA in strengthening legal and judicial education reform, is 
instrumental in helping Poland restructure its legal system to protect the civil and 
political human rights of its citizens. 

Lrrbor Market Transition: The Project aims at assisting both 
in the reform of social and economic institutions in areas such as employment s e ~ c e s ,  
as well as workers advetscly affected by economic reforms through re-training, training 
for entrepreneurship and improved access to economic information. Implemented by the 
U.S. Department of Labor, the Labor Market Transition Project obligated 
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approximately $2.5 million in 1994 for Poland for the fo11owing activities: 

Tbe Bureau of Internatioanl Labor Affairs (ILAB) is assisting Polish trade 
unions, enterprises, and central government agarcia to jointly develop a tripartite 
industrial relations system. The projects include training for the implementation 
of a new law requiring collective bargaining for public sector employees and 
training in minimally disruptive, non-adversarial process of dispute rtsolution for 
three major employers (PKP, the Polish railway system, a steel mill plant, and 
FSO, an automobile manufacturer). In addition, working with the U.S. Federal 
Mediation and Conciliation Senrice and other mediation practitioners in the U.S., 
ILAB will continue to provide training to Polish mediators. 

ILAB is assisting several regions in the developmerrt of improved employment 
Jervices and active unemployment intervention through several programs such as 
a local office of assessment and management in the W s k  ngion, a vocational 
assessment and counseling program for Regional Vocational Counseling 
Coordinators, creating a model job-training cater in Lbdz with the cooperation 
of the regional labor office and the regional office of the Solidarity Trade Union, 
and assisting the Central Labor Office to assess the current operations of its new 
Regional Centers for Staff Training. 

The U.S. DOL &mur of Labor Statistics is providing training assistance to 
improve Polish aconomic, labor and price statistics to enable monitoring of the 
emergent market economy. In addition, DOL is assisting the Central Labor 
Offia to develop a manual for labor market information operations at the 
national, regional and local levels. 

ILAB is supporting the continuation of two construction crafts skills training 
centers operated by a partnership between the AFGCIO's Building and 
Construction Trades Department and the Solidarity Trade Union. , 

ILAB is completing the development of model program on selfcmployment and 
entrcprtneurial skills training operated by the Economic Foundation of the 
Solidarity Trade Union. Specific activities include the implementation of a pilot 
job creation program for the disabled (working with the GdatSsk Regional Labor 
ma) and the development of a model training and loan disbursement program 
for the new Micro-Lading Fund (Polish-American Enterprise Fund). 

DOL is working with the Polish Social Insurance Agency (ZUS) to provide 
assistance in the reform of this sector. Activities include: Training government 
public relations officials to effectively present s o d  insurance information to the 
public; Developing economic analysis and achrarial fo&g capabilities withii 
the Government of Poland and the nectssary data basis for such modeling efforts; 
Training programs to improve program and personnel management skills in ZUS; 



Assisting in the education of the public regatding private pensions, worker's 
compsation, and the need to reform the current system; and Assisting the 
Government of Poland in the development of an internatid business-specialty 
media consortium to help m t  clear messages regclrding the social insurance 
obligations of potential investors. 

Economic Innovation International, a private firm funded by DOL is providing 
intensive assistance to 6 local communities in order to reduce unemployment and 
to devetop a comprehensive strategy for economic development and improvement 
in the local business climate. 

US. IXlL and the Gmnan Labor Ministry will conduct a joint workshop on the 
development of job placement programs for workers with disabilities. 

Improving the Quality of Life 

Environmental Initiatives 

The Locrrl E'mvironmd h n q e m a t  0 Project initiated a series of 
wastewater training for municipal officials in southern Poland to strengthen the 
impact of technical and exput assistance delivered during the first two years of 
implementation. Additionally LEM introduced surf- water monitoring system 
(DEMDESS) to Wroclaw authorities, and was requested by the GOP Council of 
Ministers to provide environmental assistance to Borne Sulimowo, badly polluted 
former Sovie! air-base in Poland. 

Under The EPvironmental Training Ro)ect (ETF) ova 1000.participants and 
over 100 trainers from state and private businesses, local administration, NGO 
and universities were trained in addressing managerial and financial strategies to 
copt with environmental problems confronted by small companies and heavy 
industry currently undergoing restructuring. Post-Diploma Studies in 
environmental protection at the Technical University of Upper Silesia for high- 
ranking steel sector managers. 

World Environmental Center (WEC) through Waste MinimizPtion (WM) Project 
helped saved over $ 2,000,000 in Zachem Cherninal (previously paid as 
environmental fees and fines), as well as delivered a WM seminar for the whole 
chemical sector. Savings by other Polish companies, though not that spectacular, 
have been also significant. WEC has initiated, with similar success, WM 
activities in dairy, meat, steel and non-ferrous metal industries. 



ICrakow LQW Eakiom Project Sekctcd 8 U.S. companies to enter joint ventures 
with Polish firms to addm the necd to reduce low emission in the city with 
commercial/markct solutions. These companies are expected to gradually market 
their products and Services within Poland and CEE. The project was presented to 
CEE representatives during a conference in Plzen, April 1994. 

Tbc Earironmental Action Program initiated amperation with authorities to 
develop approaches and identify bankable projects damasing environmental 
pollution within the city and the province. The expected outcome is a society- 
driven, long t m  activity supported by local gwanment streamlining funds for 
environmental protection. 

Political and Sochl Prvmss provides support for the 
development of political infastructure necessary for a democratic, multi-party political 
system in the countries of Central Europe. 

Trade Union Support: This component is implemented by the Free Trade 
Union Institute (FATUI), this project is designed to strengthen the Solidarity 
Trade Union as a viable and effective national trade union center. The project 
has located a regional -tor in Warsaw. This director serves the northern tier 
region -- Poland, the Czech Republic, Slovakia, and Hungary - by providing 
infmtion on economic and political transfonnatons to union leaders and 
membership, and well as access to rtsources such as economists, lawyers, 
academics and policy makers who have relevant experience. 

FATUI provides financial support to the ngional Bureaus of Negotiation and 
Consultation (BKN). This activity with the BKN's provides consultations to 
workers who an thmmcd with lay-offs or who faa privatization choias they 
do not fully understand. BKN professionals also write legal opinions on labor 
law and on drafts of contracts that arc being negotiated and teach worker/activists 
the art of negotiating and coach them during negotiations so they can learn to 
f d  for themselves in a free market system. It is estimated that thest offices 
provide consulting services to workers in 2,000 cases and will represent workers 
in 300 collective bargaining negotiations. FATUI will organhe an inter-regional 
conference for BKN rcpmentatives. In addition, FATUI will assist the BKN's in 
setting up a computerized information network which will link the thirteen BKN's 
with each other and the program coordinating office in Gdarlsk. 

International Mtdi. f i n d  (USIA) Warsaw Journalism Center 

The following workshops were held at the WJC: Fundamentals of Radio 
Broadcasting, News Reporting aqd Information Gathering Techniques, 



Investigative and Public Affairs Reporting, Experimartal Studart New~paper 
Workshop, Television Management and Production, Government Spokesperson 
and the Media, Newsroom Management, Civil and Human Rights. 

Ramotion of Healtb Markets: This project, operPtad by 
Healthcare Enterprise Internatid, Inc. (HEI), is designed to stimulate the 
development of competitive, efficient and responsive health a e  systems in Central 
Eumpe. It supports public policy change that will promote sustainable health care 
markets, primarily by worhg  to strengthen the management capability of health care 
institutions so that they will be able to attract capital for madenrization from both 
public and private sources. 

Managed Care Demonstration Projects in Krak6w, L6dz and GdabsL: In 
1994 an administrator and hospital dinctor from ~ r a k d w  attended a conference 
in the U.S. on managad can, and subsequently a group of 12 health carc 
providers w m  sent to the U.S. for finther training. In LW2, a multidisciplinary 
team of healthcare experts h m  HE1 began work to develop a sustainable project. 
A waiver has been approval in principle by the Ministry of Health which will 
give local health care officials more flexibility in stnrcturing health care SCNices 
to meet the needs of the population in the most cost effective way. In GdarSsk, a 
private Polish medical company (CEN-MED) along with a major Polish insurance 
company (PZU) is working with the Catholic Church and local and regional 
government off~cials to develop an HMO, and HMO-treatment site, and a 
rehabilitation center. Work on this project has progressed to the stage of 
developing the business plan for implementation. 

Quality Assumwe and Cost Accountiog: In response to a request from the 
Polish Ministry of Health, HE1 conducted an assessment of need in these related 
arcas. In particular, HE1 provided technical assistance for the development and 
augmentation of the cost accounting effort in Katowice to include: modification 
of the current cost accounting collection effort (is., specific guidance regarding 
valuation issues, such as dcprcciaticm and indirect cost allocation), development 
of a casc-mix index for crude cost per department comparisons, and preparation 
of a seminar demonstrating the proper uses of cost amounting information to 
involve executives and health carc institution dimtors from other parts of the 
country. In quality a s s u m ,  HE1 arranged for intensive U.S. training of 12 
health carc professionals in innovative quality improvement strategies. These 
young leaders will introdua the new systems in their hospitals, which will serve 
as training sites and future reference points for the Polish health sector. 

Capitrrl Development Technical Assistance Project - Utcwska Children's 
Hospital, Warsaw: An HEI-sponsored team conducted an intensive feasibility 
analysis of the potential for establishing a capital development/fund-raising effort 



at the hospital which would m e  as a model and mentor for other medical 
institutions in Poland. Since then, a "western-style" foundation, "The Friends of 
Litewska Children's Hospital" has been formed, a Board of Trustees has been 
recruited which consists of the top leadership of the major Polish and 
international corporations and organizations in Warsaw, various committees have 
been created in the community, and extensive press coverage has been generated 
in Poland and abroad. Nearly $1.5 million was pledged by Octobcr 1994. A 
sister foundation is being formed in the United States to gather financial and in- 
kind support from the large "Polonia" population. A large group of experts has 
been working on a pro bono basis to help the foundation succeed. It has 
repmatation from prominent Polish and American leaders in architecture, 
accountancy, law, medicine, advertising, public relations, and capital 
devilopmen t . 

Pbrurmrrcy RWWhoksnWDbtribution Mission: HE1 lad a team of 
executives from major U.S. pharmacy chains and wholesaling enterprises that 
came to Warsaw to investigate the market in Poland for investment in the 
establishment of "American-style" pharmaMes. Later, the team returned and 
visited five additional large population centers in Poland to develop concrete 
plans for setting up a chain of 24-how-aday drugstom, and a sophisticated 
wholesaling and distribution network throughout the country. Members of this 
team ate currently working on the development of a complete business plan to 
implement their projact. An international markcting/advertising organization was 
commissioned by HE1 to conduct a nationwide demand survey. This survey was 
completed in 1994. 

Partnemhips in Health Care: The purpose of the Partnerships 
in Hcalth Cue Project is to facilitate the exchange of medical knowledge and 
technology, particularly as regards to the leading causes of death in Central Europe. 
This is accomplished by encouraging direct linkages betwam hospitals in the U.S. and 
the countries of the region. 

Cooperation betwecn the Milwaukee Interuatio~l Health Tmining Center 
(MIHTC) and Emergency Medical Senice Organizations in Poland: The 
project addresses training for emergency medical services in W d w ,  Lbdt and 
Bialystok. Members of the Krakdw physician teun, trained in Milwauk, have 
developed a manual of prehospital EM standards for Poland, based on U.S. 
standards. This manual has beem approved by the Ministry of Health and Social 
Welfare for use by all ambulance service personnel in Poland. 

Partnership between the Albany Medical College and the Marie Sklodowska- 
Curk Memorial Institute in Warsaw, and the Copernicus Medii l  Academy 
(CMA) in Krak6w: The project is to address and focus on breast cancer, which 



is the primary cancer affecting Polish females. Thrsc breast smming sites, two 
in Warsaw and one in Knak4w, have been activated (witb three U.S. 
mammography units donated under the grant), and assisted in implementation of 
training activities. Approximately 7,000 women iire diagnosed with breast cancer 
in Poland per year. The activation of the t h e  m c d n g  sites has ;rttractad 
interest from other oncology sites. The Polish Ministry of Health and Social 
Welfarc has procured eight ~ l l ~ ~ l o g y  sites with nuunmography quipmart (Opole, 
Lublin, Gliwice, Wroclaw, Gdynia, Po;tM1S, K i c k  and Lddt), thus enhancing 
breast cancer screening to spmd on a national d e .  

a -p between the Albany Medicrrl C-e and tbe Copernkus Medkal 
Academy, Krak6w: Efforts to influence pdicy for delivery and fuundng of 
health care have been supported by the grant with Albany. This component of 
the project has been concentrated in KraMw in cooperation with the prestigious 
Copernicus Medid Academy of the Jagiellonian University through the School 
of Public Health. However, it became clear that there were fundamental 
infrastructure deficiencies that needed to be corrected before any financing or 
&livery system could be put in p k .  Therc was a great deal of concern about 
the lack of adequate medical record kecpmg, quality assurance and utilization 
management systems. A high standand of medical d s  was a prerequisite to 
obtaining quality data for clinical purposes, quality assurance and utilization 
purposes. Thus, Albany is in the tint stages of launching a medical information. 
systems management project in the John Paul II Spsclalist Hospital 
(dopulmonary hospital) and the Dcp~rtmtnt of Internal Medicine. The main 
goal of this grant component is to improve the availability and management of 
medical inf-tion in Poland. Since hospitals constitute the bulk of health care 
expenditures in Poland, automated record keeping and delivering utilization data 
is critical in cost control of health care and to initiate any new health care policies 
as well as a new delivery system. 

American Cosnmitta lor Aid to Poland -- Aid to American Schools and 
Hospitals Abroad: The Polish-American ChiMm's Hospital (PACH) in Krak6w, 
Poland was established by American citizens in the mid 1960's to further 
cooperative efforts and mutual understandings between the people of Poland and 
the United States. Built with USAID f-ing and dedicated in 1965, this 
institution was assigned the mission of providing specialized medical care for the 
eight provinces of southern Poland, and to scrve as the pediatric tcaining center 
for the Copernicus Medical Academy of Kralt6w. , Under the guidance and 
support of USAID and Project Hope, the hospital opened a neonatal and 
psemature baby intensive care unit, which also serves as a referral center for 
other hospitals in the country. Construction of the Clement Zablocki Children's 
Ambulatory Care Center at the PACH will be completed in December, 1994. 
Most of the facility is now open for patient care. The program of medical 
exchange of nursing, physician and biomedical engineering personnel between the 



PACH and the U.S. institutions continues to be active. This is supported by Aid 
to American Schools and Hospitals Abroad. 

Support of Non-GovclpmtnW O e t i o n s :  The Non- 
Governmental Organizations (NGO) Development Project develops and encourages 
programs to facilitate and assure maximum effective use of the resources of non- 
govanmental organizations (NGOs) and private voluntaq organizations (PVOs) in 
implementing U.S. foreign policy objectives. The short-term humanitarian assistance 
project is designed to support the transition to a freomarkct economy by providing 
support for humanitarian and development initiatives, while countries in the region 
undergo the difficult period of economic and political restnrcturing. This assistance is 
designed to promote self-sustaining resource flows from the US private sector to 
address economic and social problems in Central Europe. Many of the NGOs 
supported by USAD will expire in 1995 as they have Nfilled their original mandate 
and have beem able to launch other activities which are sustainable without USAID 
assistance. 

DELPHI International: Early in 1991, people representing a dozen local 
organizations in the Ochota District of Warsaw gathered to see if there might be a 
way to strengthen their efforts by sharing information and resources. With 
assistance from the American Committee for Aid to Poland (ACAP), an informal 
association was created and funding was obtained for staff, office and equipment. 
Throughout the fall of 1993 and the spring of 1994, Delplu has continued to 
conduct training projects in Poland, always conscious of providing material that is 
relevant to the communities' present situation. For the Ochota Project, its 
success can be attributed to the fact that the training was taking place in 
incremental sessions over the course of a year, allowing for active trainerltrainee 
feedback and evaluation of methods tested in the workplace. 

Democracy Network for Central Europe: The purpose of the DEMOCRACY 
NETWORK is to develop and strengthen in Central Europe a broad range of 
indigenous public policy-oriented NGOs four priority sectors: (1) democracy, (2) 
envimment, (3) economic growth, and (4) social sector restructuring. To do 
so, USAID/W expects to enter into cooperative agreements with 9 US NGOs 
which will in turn provide subgrants and technical assistan- to indigenous CEE 
public policy-oriented NGOs. 

TechnoServe: This project was very successful in its Burbank-Russet potato 
production for the local fgst food market. Formerly, McDonald's and Burger 
King were importing their potatoes from France and elsewhere in Western 
Europe. With TechnoServe's project, local farmers, bankers and middle men are 
all prospered with the introduction of the new, quality-standard potato, and are 
doing very well. TechnoServe has produced 2 years worth of the experiment and 



has bsen very successful, and is expanding its operation with the farmer for the 
third year. 

OpportunCtks IndustFirliEltion Centers, International (OICI): Tht w d l  
goal of this program is to reduce unemployment through enterprise development, 
rppmpriate tmining and employment services. OICI has worked to provide job 
counselling and other job related activities to the skilled and semi-skilled 
unemployed. OIC/Poland has Also baar created as a fhc standing, sustainable 
program which off= counselling in on how to mate a business and how to 
participate in a fret market system. 

SOCIAL SECTOR RESTRUCTURING 

Earlier this year, a comprehensive USG Policy Review (PRD 36) concluded that social 
sactor restructuring (SSR) in Central Europe was a key element in completing the sustainable 
economic and demucratic reforms that have been the oore objective of US assistance to this 
region. President Clinton drew on this review at the January, 1994 Prague Summit, in 
announcing our intention to give increased attention to helping CEE nations cope with the 
social effects of economic reform. All sides a g d  that the assistance provided under the 
SSR Program would be a partnership to facilitate and implement policy changes - and that 
the basic structure of the problem had already been well defined by the GOP and by previous 
assistance efforts. 

A technical assistance package of activities is being designed that will be targeted to the 
nalization of reforms in the financing and delivery of targeted pension, health care and other 
social services that reflect both Poland's financial capacity and a mixed market economy. 

HOUSING SECTOR ASSISTANCE 
Assistance efforts in the housing sector are structured at both the national level where 

policies arc set and the local government level which is assuming a greater role as part of the 
decentralization program. The Housing Sector Assistance Project provides technical 
assistance and trPining to support the following: the decentralization of housing 
responsibilities to the municipal level; privatization of existing public housing; increasad 
production of affordable housing by private developers and builders; and the development of 
a viable system for construction and mortgage financing. At the municipal level, the 
Housing Sector Assistance Project will help local authorities to improve their performance in 
providing land and infrastructure for shelter, and in canying out regulatory functions 
affecting private developers and builders, such as land planning, land titling, and property 
taxation. 

Housbg & Urban Financing Policy: USAID is working closely 
with the World Bank, supplying short and long term technical assistance to establish the 



basis for the implementation of a $425 million World Bank, EBRD, GOP, USAID 
capital program in housing. This includes: development of a long term strategy for a . 

housing finance system including establishment of regulatory, supervisory, and 
optrational systems for capital Pnd savings mobilizltion, and the growth of the 
country's short and long term financial resourc#; training for all levels of bank 
management personnel in operations and planning dated to housing; and short term 
training in construction lending, mortgage insurance, title search and racordation, and 
foreclosure procedures. Coopemtion with the World Bank on common objectives has 
enabled USAID to leverage a substantial amount of capital assistance. 

provided short-term advisors to Bud-Bank and participating banks to define and 
implement an appropriate strategy for promoting the housing finance program 
introduce construction lending procedures and assist the bank with structuring a 
construction lending program, using the Krak6w cooperative as a pilot. 

based upon earlier experience with the BUDBANK gained by FANNIE MAE 
consultants, PADCO consultants have provided assistance to the training- of- 
trainers program being developed for implementation through the Warsaw School 
of Banking. In 1994 the PADCO Finance Advisors have f o c d  their technical 
assistance on the participating banks, strr#m-lining operations and procedures and 
marketing and design of a market survey for the BUDBANK. 

provided assistance in the development of draft Condominium Law passed by 
Parliamcrrt in October 1994. 

provided hand-on assistance and training to a variety of financial institutions in 
adopting sound underwriting, loan origination and scwicing procedures for 
housing and construction finance. 

Local Govenunent and Housing Privatization: The Municipal Credit Program was 
established at a national level to answer the needs of financing municipal infrastructure 
projects. Through local programs in Warsaw, Krakow, Lublin, Poznan and 
GdanWGydenia specific technical assistance was provided to answa local needs. 

initiated a project to design a Municipal Cndit Program for Poland. As part of 
this program, USAID is designing a $10 million pilot municipal credit program 
which will assist local governments to finance viable municipal infrastructure 
projects and gain access to long-term financing; assess and test the capability of 
municipal governments and the banking sector to suppm a municipal credit 
program. 

provided technical assistance in the areas of municipal management; municipal 
financc and budgeting; city personnel issues; and land usc planning. 



wansow: 
Imparad economic analysis report for city of Warsaw, which artailed 
documenting the entire ecu'iomic and demographic data archive, estimating urban 
development and real estate development proputy markets for the City, 
conducting asstsJmerrts of the City's infrastructure, and projecting employment, 
popllation and casts associated with supporting that growth. 

prepared a feasibility study, which included a survey of over 40 warehousing 
facilities, 

developed a program to establish permanently an Economic Analysis Unit in 
Warsaw to provide economic assessments of the city for businesses and local 
government, and act as an economic information clearinghouse for the city 

Krpkow: 
jnwidcd expert assistance to Krakow's effort to reform the local proptrty tax. 
Advisors are developing a series of models that will form the technical basis for 
Krakow's conversion from this area-based tax to an ad-valorem tax. The 
Ministries of Finance, Construction and Justice arc now focusing on the property 
tax as a high priority in the national tax ref- program and have requested 
USAID assistance on implementing a nation-wide ad-valorem property tax 
system. 

assisted city in introduction of computerized program budget system, 
identification of municipal infrastructure projects, developmtnt of a capital 
budget, and revising the city's accounting system. 

continued to provide resident advisor to work with Krakow city manager, the first 
such position in Poland. 

L u b h  
worked with city to redevelop impoverished neighborhoods. 

replicating the M o w  process, helped the city improve its budgetary process 
and city management skills to allow for more transforming and greater public 
participation. 

Poznan: 
assisted with reorganization of Communal Housing Enterprise and in privatizing 
the City's housing stock 

GdaosWGdYnipI: 
provided technical assistance in the development of a GIS/LIS (Geographic/Land 
Information System) implementation plan for Gdahsk. System sewes as a 



national model and has resulted in: &astral riataha.pc of 1,000 automated parcel 
maps; development of land ownership map, dakdme of building registry,. deed 
registry, urban management plans, and revenue assessment from property 
transfers. 

developed urban planning cumculum with Gdansk Technical University in 
context of market economy and set up oneyear post graduate program in urban 
planning 

provided technical assistance to Gdynia in industrial land development and 
waterfront development 

Private Development of Housing: This area focuses on the 
private developer, building, and real estate industries within the overall markct-oriented 
system that Poland is working toward; privatization of the large government building 
companies; and improvement in the operation of private housing cooperatives which 
have developed and will continue to develop a significant amount of housing. 

in regional activity, the National Association of Realtor's affiliate, the Eastern 
Europe Real Property Foun&tion (EERPF), is helping to train and develop a 
private sactor realtors industry. The primary goal of EERPF is to create a well 
structured, ethical, and educated real estate system committed to the protection of 
the public, promotion of home ownership, the establishment and prescwation of 
private property, efficient and equitable real estate markets and the creation of the 
legal environment supportive of thest objectives. 

assisted in formation of the Polisb Federation of Associations of Valuew, which 
has served as catalyst for the formation of s c v d  local brokerage associations 
theftby increasing communication. 

the U S  Coopemtive Housing Foundation (CHF) designed and began 
implementation of a program to build the capacity of two local governments 
(Biystok, Zory) to support and facilitate the developmcht of cooperative projects 
within their jurisdictions employing mechanisms consistent with a private market 
system. Thirty-nine row houses have bccn completcxi, with 40 more under 
construction in Zory, and 54 apartments in a mixed-use residential commercial 
complex have ban completed in Bialystok. There has been widespread interest in 
replicating and institutionalizing this work and CHF has proposed a follow-on 
proW 

CHF will establish nongovernmental technical services agencies, "AIMS", which 
will support private sector development, assist development of the financial 
sector, and will help to develop democratically organized, private sector 
cooperatives. 



provided policy advia and tdchnid assistance to the Ministry of Construction to 
identify areas where assistance should be provided to the private CO(1StNCtian 
industry; priorities for technical assistance and training; as well as strategies for 
privatization of the construction sector and development of the private real estate 
m a r k  development. The final product of the team's work will constitute the 
strategy and action plan for the delivery of project specific (HG and World Bank) 
and gcnml technical assistance and training to mael the needs of the private 
development and construction industries. 

A PADCO team identifid 18 private and Cooperative pipeline projects eligible 
for financing under the HG program 

provided hands-on assistance to developen to help reduce costs through improved 
design, contracting procedures, cash flow arrangement, and construction 
planning. 

proposed a detailed technical assistance and training program for the Housing 
Fmnce Project M ice  to provide assistance to developer's projects that would 
be financad under the HG and World Bank programs. 

The Amerkan Pow Home Buildem Institute prepared a manual on wood 
frame house design and construction according to Polish codes and standards; 
organized lectures, seminars, and demonstration projects; promoted wood frame 
and energy efficient construction 

established the Idonnation Resource Center, which provides information on 
new technologies, financial issues, and contacts to Polish or American prodwas. 

APHBI with assistance from NAHB, is helping to establish a building lobby, 
which would represent intensts of its members before state authorities and 
coordinate efforts of individual builders in negotiations with producers of building 
materials. 

Housing Guaranty Pmgmm: On November 9, 1992, a $25 million Housing 
Guvanty Loan Agreement was signed to allow for the reform of the housing finance 
sector and to support the development of market based Polish construction and 
mortgage lending system. The loan leverages $200 million from the World Bank and 
$225 million from EBRD, GOP and USAID. 

USAID and the Ministry of Spatial Economy and Construction have agreed that 
PADCO assistance for HG program should be deployed in the following areas: analysis of 
subsidies in the sector, statutory regulations for implementation of condominium law, social 
"safety net" -issues relating to the housing problems of lower income groups, including but 



not limited to housing subsidy program, housing allowance programs and assisted housing 
programs, facilitating swx;essful private sector involvement in red estate development and 
the shelter SbCtOr including privatepublic sector partnership. 

The first physical mult of the Housing GuarantyMortgage f ind  Program will 
be financing of 19 projects - 512 home units (total value $3,689,909). It is 
expected that projects totalling approximately 450 units will be approved for 
construction credit fimding by year end. An a d d i t i d  50-100 units will be 
approved for funding by the end of 1994. The hcmashg number of home units 
financed by the HG program through BUDBANK will serve as the basis for 
further implementation of the program. 

A supplementary $10 million technical assistance package is provided by USAID 
to build the financial and institutional expertise required to encourage housing 
sector development and to promote private sector initiative. Loans are made 
through Polish banks for residential projects and are "dual-indexed", adjustable 
market rate loans capped at a petcentage of borrower income. 

The Government of Poland has also committed itself to strengthening the role of 
local governments. Poland's Local Self Government Act of March 1990 gave 
municipalities administrative and fiscal responsibility for municipal housing, 
infrPstructurc d c e s ,  and other services which affect the social and economic 
well being of their populations. Infrastructure systems, especially water, sewer 
and solid waste are in d o u s  need of upgrading and investment, especially in 
urban centers. 

The Municipal Intrastmctun Finance Wot Program proposes a $10 million Housing 
Guaranty Loan and llssociatcd technical assistance to support the establishment of a municipal 
credit system in Poland. The immediate objectives art making Polish municipalities or their 
utilities/errterprisw credit-worthy borrowers of long-term municipal credit; and creating a 
primary and secondary market for municipal credit, which will be an attractive and viable 
market for Polish banks. The strategic policy objectives of the pilot project arc to expand the 
financial mechanisms in Poland capable of raising significant investment capital, both 
international and domestic, to inform the design and structuring of a broader municipal c d i t  
system under consideration by various relevant GOP ministries and to complement the 
current Housing Finance Guaranty Program. 
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ROMANIA ANNEX 

Pmmoting t i ~ o n  
A public awareness campaign used television and radio to provide factual information 
on what can be expected from privatization and the barefits resulting from such a 
process. Additional assistance will be provided when appropriate legislation to 
privatize state enterprises is passed. 

SEED-funded USAID advisors assist the Transylvania Private Ownership Fund. To 
date, more than 140 companies representing over 12 percent of its original pordolio 
have been privatized. 

lmpmving Gowmmentd Budgeting 
Technical assistance provided through the U.S. Department of Treasury assisted in (a) 
budget classification, presentation and the elaboration; (b) the restructuring of the 
Romanian Bank of Foreign Trade, and development of traditional commercial bank 
functions; and (c) fiscal sactor =form assisting in drafting the regulations to 
implement the Romanian Value Added Tax (VAT) and corporate profit tax. These 
programs aided the government meeting its financing targets while remaining within 
its budgetary deficit limits. 

& W n g  Agricultural Policy, Production and MarRcting 
The ASSOciation of Romanian Animal Growers (ARCA) and the Romanian Millers and 
Bakers Association (RMBA), two new private business and professional associations, 
have been supported by USAID-financad programs (the International Fertilizer 
Development Center and the Agricultural Cooperative Development International, 
rwpbctively). The two professional assoCiations arc aiding their members to be more 
professional and competitive businessmen, and arc already exploring policy advocacy 
roles. ACDl's work with 1 10 private flour millers and bakers included training in 
Romania and a study tour to the United States for sixteen millers. Milling efficiency 
has since improved by nearly 20 percent over pre-training levels, to approach 
American standards. 

Supporting Dewbpmcnt of Agriburiness 
Land 0'lntr-c (LOL) technical assistance made possible a World Bank loan for 
supporting the development of Romanian agribusiness. This is an excellent example 
of relatively small USAID technical assistance, leveraging the large resources of an 
International Financial Institution. 

Enhancing Bwiness Skills 
A SEED-funded Center for Business Excellence has engaged six Romanian universities 



to create a national training facility for business counselors. Hundreds of 
entrepreneurs have d v e d  business counseling as a result of the program. An 
expanding "management training for privatization" activity within. the Center will work 
with senior staff of state-owned companies to fgcilitatc adoption of marketdriven 
business practices. 

Dewloping Pn,@tobIc Ente'priscs 
In 1994, a total of over 1,200 small- and medium-sizad enterprises (SMEs) d v e d  
assistance in such areas as development of business plans, improving plant layout for 
increased productivity, and market analysis to determine consumer needs. 

Strengthening Trodc and Inwncnt 
The U.S'. Department of Commerce's Commercial Law Development Program 
(CLDP) has helped the Romanian economy become more responsive to market 
principles by engaging in targeted assistance activities to strength the legal and 
structural framework necessary to advance international trade and investment. 
Additional assistance in the area of the GATT and intellectual property. rights is 
pland .  

Improving Commcr~ial Policy 
USAID contractor Deloitte Touche has been assisting in the promotion of formal and 
informal bankruptcy procedures in order to facilitate the restructuring of financially 
troubled enterprises. 

Fostering Democratic Institutions 

Encouraging Comtituent Relatiotu With Parliament 
The International Republican Institute has conducted participatory training exercises 
for Parliamentarians helping them to better understand the importance of, and respond 
to, constituent needs and opinions. The interactive sessions have received support 
from all the political parties and are the result of expert analysis of parliamentarians' 
needs at this stage of democratic reform in Romania. 

Over 300 district constituent servicing offices have been established by Members of 
Parliament across the country, financed from the central budget, following outreach 
activities initiated with Parliament by several SEED-funded democratization programs. 

Increasing the I@onnation Flow to Mdfrom Parlip~llcnt 
Parliament's responsiveness and transparency has been further enhanced by the 
National 1)emocratic Institute (NDI), working closely with its Romanian NGO 
counterpart, the Pro-Democracy Association (PDA). NDYPDA lobbying efforts aided 
in the wider availability of draft laws, greater access by the public to the galleries and 
in the acceptance, for the first time in Romania's contemporary history, of television 
cameras in Parliamentary Commission meetings. 



Impnoving Municipality Access to Other Donor A s s i s m  
The City of Craiova is eligible for direct loan financing from the EBRD due to 
assistance from the International City/County Management Association (ICMA). 
These actions build on earlier assistance which allowed Craiova to d i z c  a 12 percent 
increase in water availability through improved management practices. ICMA 
technical assistance on infrastructure management to the Cities of Brasov and Oradea 
also substantially reduced water and electricity consumption. 

Organizing and Iq#5nning Mayors 
The National Federation of Mayors has established a full-time pn,feSSi~ly staffed 
offia in Bucharest, after two years of concerted effort on the part of USAID and its 
partner agencies. This is a step towards airing the views of municipal officials in the 
Capital and allows mayors to better influence legislation and public policy issues. 

E n k i n g  M i c  Mwcaq by NGOs 
About 70 NGOs participated in a National Forum of Romanian NGOs organized in 
March by the International Foundation for Electoral Systems (IFES) in mrly 1994. 
They collaborated in the production of position papers. The process was significant 
for groups which have difficulty woiking together. 

Improving Quality of Life 

Facilitating National, Lcrcal, t i w e  Md Arblic Cbopcrorion fir 
W h - s o l v i n g  

Town meetings held in the environmental "hot spot" towns of Watna and Baia Mare 
arc bringing community represerrtatives, municipal authorities and NGOs d i i t ly  into 
the debate between national government offlcials and industrial managers on necessary 
pollution-reduction and clean-up actions. Ongoing environmental health programs arc 
working with all concerned groups in Zlatna to address critical issues of lead 
intoxication and sulfur dioxide emissions. 

Targeting Energy g@ciency a d  EnM'm~)~~n&al &#kry 
As a mult of collaboative SEEDMrorld Bank efforts in early 1994, Romania 
established a new National M i n d  Management Agency to spearhead attmcting 
foreign investmmt in petroleum. The government also signed a $365 million 
Petroleum Sector loan with the World Bank, a project which USAID technical 
assistance played a key role in designing. TA and monitoring equipment installed in 
February 1994 is already making a difference at Axpcchim, Romania's largest oil 
refinery and petrochemical complex, helping to duct the discharge of pollutants into 
the groundwater system. More recently, the Romanian and American experts involved 
in the Arpechim project met with representatives of all other major refineries and 
petrochemicat complexes in Romania, to share information on the waste minimization 
techniques used there. 



Improving the Lifc of AbondollCd and MrJnowished Clu'Idrtn 
A SEED-funded project with Holt International helps over 1500 families, many with 
HIV positive children, to keep the children at home, rather than having to 
institutionalize them. Other Holt programs have tninad 45 social assistants and 
supervisors, provided crisis counseling to more than 970 families, reunited 775 
childm with their Romanian fvnilies, placed 300 orphaned childm with Romanian 
adoptive parents, and ref& 288 for international adoption. 

World Vision, a SEED-funded grantee, has worked in five institutions to promote 
child development, and the rehabilitation of G3 year old and handicapped youth. 
Over 1,700 childm have benefited directly or indincay from this assistance. Feed 
the Children (lT'C), anather SEED-funded grantee, has rehabilitated eight facilities 
benefiting more than 1,400 children. Improvements include basic plumbing and 
heating improvements . 
Project Concern International (PCI) is testing new ways to take mildly handicapped 
adolescents out of institutions and give them the social and job skills they need to 
survive and live relatively normal lives; the first group of six youth all have jobs after 
one year of training. 

Nourishing Childhood Dewlopmcnt 
UNICEF, with SEED funding, sponsored a training program which uses creative play 
to promote motor coordination, creativity, and readiness for school among normal and 
mildly handicappad 2-7 year old while involving these childrens' parents in the 
educational process. As this project expanded from 5 to 10 sites and this year, the 
new classroom teachers were completely trained by Romanian trainers under the 
supervision of an expatriate speciatist. The lessons learned in the pilot program will 
provide a model for the new pre-school curriculum that the Ministry of Education will 
develop with UNICEF assistance. Another benefit of this project is the rejuvenation 
of the toy-making cottage industry in Romania which had nearly disappeared. 

Suppotting Social Work 
The Support Carter International and the National AssoCiation of Social Workers train 
social workers, accredit them, and work with Romanian universities to create and 
upgrade university-level curricula in social work. The first graduates in social work 
art to complete their training in FY 1995. 

Expanding Family Planning SemrVIcts 
A family planning project has established three Romanian NGOs which provide 
quality, medically-sound family planning counseling, education, and services in five 
pilot high schools, and through a network of nine clinics serving over 15,000 women. 
As a result of multiple donor collaboration to promote strategic planning among the 
NGOs, a national and donor family planning task force has met which facilitated the 
first official dialogue between the governmental sector and the NGOs. 



Improving Long-tern Capability in the H e m  Sector 
Thrst pmjects have provided professional medical training. Updating the knowledge 
of necma0ll physicians and nunes led to the mation of the Romanian Naollatal 
Amciation and has provided the basic cumculum for the Ministry of Health's 
creation of a neonatology residency program. As a result of involving medical 
students in a knowledge, attituck and practice survey about preventive health care and 
health promotion, the head of the Epidemiology Department (an advisory board 
member for the primary health care project) has introduced and d v e d  approval to 
develop a new Department of Community Medicine and Family Practice in Romania. 
Through the Health Partnership Project, one cardiovascular surgery department has 
reduced its operative mortality rate by seven percent. 

Increasing He& Sector mciency 
Efficiencies were promoted through assistance in hospital management and the 
development of group medical practices. A hospital and ambulatory care operations 
improvement project has b e a  initiated in three locations. The focus of this project is 
improvements in financial and clinical management, integration of delivery systems, 
and the design and use of information systems. 

Enhancing the Housing Sector 
An assessment of the housing sector targeted the maintenance of existing stock, 
facilitation of private real estate markets, definition of the role of government, and 
expansion of access to the housing market as prime areas of assistance. A pilot 
program has provided technical assistance for benefits helped in the formation of 
condominiums. 
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SLOVAKIA ANNEX 

Economic Restructuring 

tivcltization 
The Slovak American Enterprise Fund (SAEF) seeks to foster small and medium- 
sized private enterprises through equity investments and loans. SAEF has made 
approximately $18 million in investmarts in 30 entities and plan to provide an 
additional $3 million for a total of $21 million. The majority of investments are in 
the arcas of manufacturing, agriculture and agribusiness. The two largest 
investments to date, each exceeding $1 million, are in Pymkontrol, a joint venture 
producing fin extinguishers, and Oligo, a firm producing corn based products. The 
Board has authorized a $3 million joint small lending p m g m  with the Slwenska 
Polnohospodarska Banka (SP). The progxam began in early 1994 and operates 
through 15 local branches of the SP Banka. Under the joint small lending program, 
12 loans have betn made to date. 

Under a $3.8 million USAID-funded contract, KPMG Peat Marwick provides 
restructuring and privatization assistance to PPS Dctva, former producers of armored 
personnel carriers, and ZTS Hrinava, component suppliers for military vehicles. 
Technical assistance focuses on restructuring and strategic planning pursuant to its 
activities for conversion from defense production to commercially viable civilian 
goods, and includes assistance in privatization, cspaially with a view toward foreign 
investment. 

An important objective of the USAID privatization program is to foster the 
integration of the emerging financial institutions and privatization activities in 
Slovakia. The vast majority of enterprises in Slovakia arc clients of the General 
Credit Bank (VUB). Because of that bank's vital position in the Slovak economy, 
USAID has provided approximately $3 million, through KPMG Peat Marwick, to 
rehabilitate the bank's Treasury management systems, credit work-out, and 
investment banking capabilities. The objective is to create a strong, skilled domestic 
banking institution with corporate finance and merchant banking capabilities, which 
in turn will facilitate the flow of credit and capital to Slovak enterprises. 

Under a $1 million contract with USAID, Deloitte & Touche is assisting the GOS 
Financial Restructuring Committee to develop a methodology for resolving the "debt 
overhang." Restructuring plans arc being developed and implemented for those 10 
enterprises with the highest levels of non-performing debt. This exercise will serve 
as a "case study" for development of a broader debt conciliation process. 

Dcloitte & Touche received a $927,800 contract to prepare an assistance plan for 
privatizing the Istrochem chemical plant and to initiate a marketing study of the 
chemical sector. Deloitte & Touche was also awarded a $600,000 contract to 



provide 'ad hoc' amomic advia to the Ministry of Economy. Under this ad /JUC 

Advice delivery &, USAID is assisting the Ministry of Privahtion with the 
"second wave" of privatization through funding Slovak attorneys and industry 
spaciplists to prepare those enterprises selected for coupon (voucher) privatization, 
and to assist with a public education program. A 'transactions team' is advising the 
Ministry of Printbation on direct sales of state-owncd enterprises to foreign 
investors, through at 12 month, $2 million delivery order through mid-1995. 
Deloittc & Touche advisors have also assisted the Ministry of Privatization to 
formulate a privatization impkmartation plan and have performed a financial survey 
of the National Property Fund. 

A USAID contract with the Prim Waterhouse International Privatization Group 
provided for a $1.7 million program to prepa~e firms for privatizltion by assisting 
with valuation, reordering company r#xnds in compliance with modem accounting 
principles, and making recommendations for xestnrcturing. Price Waterhouse 
worked with four Slovak companies: Gemtex s.p. (knitwear), Izomat s.p. (building 
materials) in Nova Bana, Slovenia s.p. (woolen fabric) in Zilina, and Tatralan s.p. 
(textiles). 

USAID awarded a $350,000 contract to Coapers & Lybrand to assist in the 
privatization of the Chemko Straske enterprise. The assistance focused on helping 
the company to prepare internationally aacptable financial statements, assess markets 
and develop a business strategy for the company's products. 

Until recently, the Department of Justice @aJ) and the Federal Trade Commission 
had a two-person long-term resident team consisting of an economist and a 

lawyer in Bratislava providing advice to the Slovak Anti-Monopoly Ofice. 
FM3/DOJ have established excellent relationship with the Anti-Monopoly Office, as 
well as the Ministries of Finance, Economy and the Consumer Federation to promote 
the creation of a competitive market. Specifically, through the team's efforts a new 
Slovak competition law was enacted in August 1994 and it incorporates inany 
recommendations of the FI%/DOG advisors which greatly enhanas the effectiveness 
of the government in dealing with regulatory and monopolistic issues. In addition, 
the team has provided critical assistance in formulating enforcement guidelines. The 
team has been instrumental in coordinating privatization and competition policies to 
ensure market-oriented competitive solutions to economic problems, and assisting on 
competition analysis of proposed privatization projects. Although resident advisor 
assistance was phased out in 1994, short-term assistance continues through targeted 
missions. Experts from F K  and DOJ continue to provide technical assistance in 
specific arcas including telecommunications, transportation, and public utilities 
through December 1995. Slovak competition officials have interned in the U.S. with 
DOJ and FTC, obtaining detailed exposure to U.S. competition policy and law 
enforcement techniques. Confer~llces hosted by FK and DOJ provide further 
education competition policy issues and provide Slovak officials and officials from 



other Central European countries with a forum in which to discuss issues of mutual 
COCICeSn. 

Under a $1 .S million USAID contract with Deloitte & Touche, Slovakia is receiving 
assistance in competition policy laws and regulations. Deloitte & Touche advisors 
have conducted a legal analysis of the status of bankruptcy laws and practices in 
Slovakia and may provide training workshops and advisory services. 

The Treasury Department has provided Slovakia with three long-term advisors since 
1992. A long-term advisor to the General Credit Bank worked on the formation of a 
problem loan workout function and establishment of an Asset-Liability Committee. 
Activities included assistance with the installation of an audit management system 
and the implementationlrt~t~~t~ring of the branch system. A long-term advisor to 
the Ministry of Finance worked on intergovernmental fiscal relations and budgetary 
policy issues. The budget staff at the Ministry also received training on budget 
concepts and principles. The third long-term advisor, a tax policy specialist, is 
helping the Ministry of Finance to address tax policy issues such as tax revenue 
estimation and formulation of tax analysis models. 

Under a USAID contract with KPMG Peat Marwick, a diagnostic of bank 
supervision capabilities was mated and, each quarter, a KPMG advisor visits 
Slovakia to develop on-sitc capabilities. The Treasury Department also provided 
thrtc short-term advisors. A short-term advisor to the Ministry of Economy 
reviewed development programs for presentation to the World Bank and N F ,  to 
ensure adequate standards. A short-term advisor workcd with the Ministry of 
Finance on cash management and government securities issues while another worked 
with the Slovak National Bank and the Ministry of Finance on government securities 
issues. 

The Securities and Exchange Commission and the Financial Services Volunteer 
Corps (FSVC) reviewed regulatory and operational issues related to trading 
investmart company shares and shares of publicly held companies. A short-term 
SIX adviser provided technical assistance to the Ministry of Finance on regulatory 
aspects of trade and investment issues, including those involving the Bratislava Stock 
Exchange. 

FSVC also provided assistance to Rva Investicna, an investment fund, in developing 
a program on corporate finance and fund capitalization, drafting a blueprint for 
capital market development for approval by the Council of Ekonomic Ministers, and 
restructuring the Ministry of Finance's institutional structures that deal with capital 
market issues. 

In bank training, the Institute of Banking Education was supported by Treasury's 
contract with KPMG Peat Marwick to train Slovak commercial bankers. 



Under the Department of Labor, in 1992 SRI International assisted the Ministry of 
Economy in the development of a strategy for tourism. Also, uncicr DOL, Economic 
Innovations Intcmatjonal organtzad a community leadership workshop in March 
1993. This workshop was designed to help five local communities identi@ and 
market their comparative commercial advantages. 

Enterprise DewIopmcnt 
The International Executive Service Corps (IESC) plam expert volunteer advisors 
with individual firms and cities seeking assistance in management, markcting, 
production and quality control. IESC has provided over 75 volunteer cxacutives to 
Slovakia. 

The IESC 'has also provided several long-term advisors to assist in the conversion of 
defense industrial capacity to non-military uses. The main task of the advisors was 
to identify commercially viable defense conversion projects. 

There are currently 12 MBA Enterprise Corps Voluntars in Slovakia. Four 
volunteers are placed the Slovak-American Enterprise Fund. Three volunteers work 
at the Entrepreneurship Center, a center which helps entrepreneurs at small and 
medium-size companies with business-related issues. Other placements include JC 
Efekt, a company marketing goods and raw materials from the former Soviet Union; 
PSB, a firm producing wire meshes and springs; FCS spol, a financial consulting 
firm; Tatra Badra, an Austrian-Slovak bank; and Delis Plus, a firm producing paper 
products. 

The Peace Corps currently has 15 small business volunteers (PCVs) in Slovakia. 
These PCVs advise local entrepreneurs at regional business advisory centers. The 
PCVs also develop workshops to addrtss business management issues such as 
budgeting, personnel recruitment, and performance management and appraisal. 

The Entrepreneurial Management and Executive Development Project (EMED) 
provides entrepreneurs and senior level managers of small and medium size 
companies the opportunity to enhance their skills through practical management and 
development training with the U .S. business community. Areas for skill 
development include marketing, general business, export management, product 
development, quality control, and human resource management. To date, 49 
entrepreneurs have been trained under EMED. 

The American Business Center (ABC), located in the center of Bratislava, opened for 
business in August 1994. The Center's goal is to provide a "soft landing" for 
American companies wanting to do business in Slovakia by offering temporary office 
space at below-market rates as well as telephone, fax and conference facilities. In 
addition, the center serves as a clearinghouse for general business information and 
available rtsourcts. 



Twtk aauiDeuk,pmcnt 
The Trade and Development Agency (TDA) conducted a number of feasibility 
studies in Slovakia. Completed Jtudies include a natural gas pipeline project, 
development of a hvatdous waste incinerator, power plant rehabilitation, 
modembtion of a copper smelter, and municipal waste management. The gas 
pipeline project was funded under the American Business Initiative program. 

The American Business Initiative supports ecunomic reform while promoting U.S. 
investment and trade in the aregs of telecommunications, environment, and energy. 
For example, the Telemmmunications Industry Association assisted a Slovak 
entrepreneur in finding American suppliers of radio broadcast equipment for a new 
radio station in Bratislava. Also, the Department of Commerce's Eastern European 
Business Information Center (EEBIC) collects information on joint ventures and 
other business opportunities in Slovakia and publishes the information in the &&m 

for bulletin. 

Under two contracts with the U.S. Trade and Development Agency (TDA), the U.S. 
law firm of Squire, Sanders and Dcmpsey conducted studies and made 
recommendations for new legal and regulatory structures for the telecommunications 
sector in preparation for its privatization. Those 1992 studies involved working with 
federal officials from the former Czech and Slovak Fdaal  Republic to develop 
policies on regulatory and legal structure for telecommunications. 

Energy 
The energy assistance program in Slovakia focusts on three main areas: Power 
Sector Restructuring, Energy Efficiency and Nuclear Safety. 

Power Sector Restructuring: Bachtel and Arthur Andcrsen provided assistance to the 
Ministry of Economy in evaluating the pros and cons of basic organizational options 
for restructuring the power sector. This work led to a Slovak Government decision 
to create a joint stock company that would be open to domestic and foreign 
investment. Bechtel energy planners have reviewed the draft Slovak Energy Policy 
White Paper and helped develop a capacity to evaluate in greater detail the 
implications of diffmnt scenarios and changes in various parameters (e.g. gas import 
prices). Related to these efforts, USAID, through the U.S. Energy ASSOCiation and 
BechteYArthur Andmen, has provided support and training to the Anti-Monopoly 
Office, Ministry of Finance, Ministry of Economy and Slovak Power Enterprise on 
economic regulatory issues that are being debated in the context of the preparation of 
a new awrgy law. A Slovak interagency delegation involved in drafting the new 
energy law visited the United States in October 1993 to follow-up on a May seminar 
in Slovakia and to visit with Federal and U.S. State energy regulators. Additional 
assistance is planned to help implement the new regulatory system once its basic 
structure and function have been approved. The issue of tariff setting is central to 
the regulatory process, and Bechtel and Arthur Andersen arc preparing an electric 



power tariff study. USAID is coordinating closely with the World Bank and EBRD 
on this study. 

The Utility Partnership Program with the U.S. Energy Association has supparted a 
cooperative management exchange program between the Southern Electric Company 
of Atlanta, Georgia and the Slovak Power Enterprise (SE). A strategic plan of 
activity has been developed which f m  on the arcas of environmental 
management, human resources management, and utility regulatory affairs and will 
help the company prepare for the major changes resulting from the new privatization 
decisions and the expected introduction of a new regulatory system. A 
complementary program of financial advice by Deloitte & TouchdSolomon Brothers 
to SE will begin soon to help develop a financial strategy and identify thermal power 
project financing possibilities that would mobilize private capital. 

Energy Efficiency in Industry and Buildings: The activities in energy efficiency 
focus on: (1) mating a framework for the dcvelopmmt of energy service companies 
and third-party finance of energy efficiency projects; and (2) the demonstration of 
market-oriented approaches to improving energy efficiency in industry and buildings. 
RCGfHagler, together with the U.S. National Assmiation of Energy Service 
Companies, is beginning an effort to assess the policy, legal and financial issues in 
the development of energy service companies (ESCOs) and performance contracting. 
Under an interagency agretment with the U.S. Department of Energy, a 
demonstration energy efficiency project has been initiated in the town of Handlova, 
that will address the improvement of the district heating system and the potential for 
savings in an apartmart complex. DOE is also implementing an 
energylenvironmental improvement pilot project at the aluminum plant in Ziar nad 
Hronom, which will consider the potential for substituting natural gas for low-grade 
lignite. 

Nuclear Safety: Slovakia has two reactors at Bohunice that are considered high-risk 
by the G-7. While the above efforts seek to develop cumomic altexnatives to 
continued operation of these units, the US Department of Energy is implementing a 
short-term, operational safety program at Bohunice, including thc provision of 
training, a plant analyzer and the preparation of a probabilistic risk assessment. A 
new Slovak Nuclear Safety Authority has ban created with the responsibility for 
safety inspection and licensing of this plant. The U.S. Nuclear Regulatory 
Commission is working to upgrade the capacity of this organization by providing 
diagnostic computer safety codes, legal information, and inspector training. 

Agncultun 
Volunteers in Overseas Cooperative Assistance (VOCA) advise on organization and 
operation of agricultural cooperatives, privatization of state farms, privatization of 
state food processing industries, and promotion of tourism in rural areas. A primary 



emphasis has been to assist private farmers. VOCA also provides assistance to the 
Ministry of Agriculture on policy issues. 

Under USAID'S Restructuring Agriculture and Agribusiness in the Private Sector 
(RAAPS) project, Iowa State University provides technical assistance d i t e d  
towad the eventual privatization and restructuring of collective farms, as well as 
meat processing, input and commodities marketing, land management and appraisal, 
public information systems, and the legal processes, including bankruptcy, and 
finance. 

Iowa State University also provides technical assistance to the emerging private 
agribusiness sector through its connections with Pioneer Hi-Bred Intenrational, the 
Iowa Firm Managers Association, Farmland Industries, Farm Credit Bank, Brenton 
Banks, Firstar Faxm Management, Hertz Farm Management, Farmers National 
Company, Treynor State Bank, Wimmers Meat Products, and AgServices of 
America. The emphasis is on restructuring and privatization of agribusiness through 
technical assistance and training on marketing and management. 

Land 0'- provides a number of training courses in the dairy sector including 
"Dairy Processing and Manu!kturing," "Intermediate Marketing Principles," and 
"Dairy Herd Health and Nutrition." Land 0'- also sends candidates to the U.S. 
for short-term visits to U.S. farms. 

Iowa State University (ISU) provided eight week-long seminars in agricultural 
management, finance, and marketing at the University of Agriculture in Nitra (UAN) 
in 1992. During 1993, ISU worked with UAN faculty on curriculum development 
and policy analysis, and organized management and marketing seminars for 
agribusiness managers at the Agroinstitute, a continuing education facility in Nitra. 

Improving Quality of Life 

Envimnmcnt 
USAID, the Environmental Protection Agency (EPA), and the World Bank assisted 
officials from the Czach and Slovak Federal Republic in drafting a national 
environmental strategy and action program which was adopted in 1991. This 
strategy was the basis for a $5 million sector grant which was allocated to Slovakia 
for the import of U.S. goods for monitoring the state of the environment. 

The World Environment Center (WEC) financed a long-term resident advisor on 
environmental and economic issues. The advisor helped the Ministry of 
Environment develop laws and procedures to remove environmental liability as a 
barria to privatization, undertook water pricing and financing reforms, and provided 
training in environmental audits in industry. A follow-up long-term resident advisor 



has been provided to address environmental economic policy through a coaperative 
agreement with the Hawad Institute for International Development. 

To support investments in arvimnmcntal protection, the U.S. private sector provides 
technical assistance and trPining in industrial environmental efficiency, industrial 
h d t h  safety, pollution prevention, and environmartal economics. Several 
environmental assessments were undertaken and a number of IIOAOW cost process and 
management reforms were identified and adopted by Slovak plant managers. The 
WEC is now conducting a comprehensive year-long waste minimization program at 
selactad plants. This program also facilitates linkages between the U.S. business 
community and its Slwak counterparts. WEC is also helping to establish the Slovak 
Association of Industrial Environmental Managers as a center for propagation of 
waste minimization techniques and strategies. 

A short-term consultant, financed by the Environmental Law Institute through 
USAID, performs research on the enforcement of environmental statutes and 
environmental compliance. 

An agreement with the Environmental Training Project consortium headed by the 
University of Minnesota provides training in environmental policy and planning, 
business management, and public outreach. The consortium has delivered training 
sessions on environmental auditing, environmental impact assessment, business plan, 
arrd financing proposal development to participants from industry, environmental 
service firms, and government agencies. Training for private sector entrepreneurs 
and public sector officials on environmental auditing was held in Bratislava and 
Kosicc. The consortium also provides training to non-governmental organizations in 
leadership development, strategic planning, management, technical skills, conflict 
mediation, and fund raising. 

The EPA conducted haining courses on topics such as risk assessment and 
environmental policy, in which members of the Slovak Parliament participated. 
Through an agreement with the Slovak Ministry of Environment, the EPA provided 
Geographic Information System (GIs) equipment and other technologies and training 
to improve Slovak information systems and monitoring capacity. 

The Water and Sanitation for Health project (WASH) assists in the development of 
an w e d l  institutional blueprint for the water supply and sewage system; provides 
support in the area of policy analysis; makes racommendations on strengthening the 
capacity of municipalities to both run andlor contract for water supply and sanitation 
StrYices; and encourages the growing role of the private sector in the management of 
water supply and sewage services. The Danube Emissions Management Decision 
Support System (DEMDESS) was also provided by WASH as a water pollution data 
management system. 



A contract with Sanders Intcmational, under the Capital Development Initiative, will 
further expand e f f ~  to stimulate U.S. private investment in envirotlrnental 
proktion, foster private m r  development, and facilitate the transfer of U.S. 
environmental technology through technical assistance. Sanders Intenratid is also 
interested in problems such as the disposal and racycling of industrial products. For 
example, a Slovak company, Eurosarm, is receiving assistance from a U.S. company 
to recycle used tires through a joint venture. 

Under the Capital Development Initiative pmgmn, an environmental business 
specialist was retained to provide technical assistance in preparing business 
proposals, fgc'iitating opportunities for joint ventures, and providing auxcss to 
financing between Slovak environment companies and U.S. firms. Technical 
assistance is also provided to familiarize Slovak environment companies with U.S. 
environmental equipment, technologies, and engineering consulting services. 
Beginning in 1994, in coopefation with International Financial Institutions, technical 
assistance is being provided for environmental investment projects. 

The Regional Environmental Center (RE) promotes cooperation among diverse 
environmental groups in Central Europe. In Slovakia, REC has provided grants to 
non-government organizations to support institutional development of NGOs and their 
grassmots environment projects. Other activities of REC include a clearinghouse 
function on environmental i s sw  and involvemt in working groups dealing with 
government and private organizations on environment. 

Health 
Through the Health Markets project, USAID provides technical assistance and 
training for health sector reform, directed at both the public and private sectors. 
USAII) is developing program directions and strategies with key leaders in Slovakia. 
The activities include: 

Assistance to the Ministry of Health on the development of strategies to (1) stabilize 
the health care financing and delivery systems, in the face of a significant shortfall in 
available funding to for the health sector, and (2) develop long-term reforms 
promoting efficient, high quality health care. 

Support for the formation of the health insurance agency which includes policy 
guidance to leaders in the establishment of a health insurance system; training 
programs for managers and staff in health insurance fundamentals and 
implementation strategies; and conbibutions of a significant number of technical 
documents which have been translated into Slovak for the Ministry of Health and the 
health insurance agency. 

Support of private initiatives which includes assistance to a private school of health 
care management in its establishment of a cumculum for hospital managers. 



Supporting impiovd quality of cpre and opersltional efficiencies in hospitals and 
polyclinics thmugh management training and intmsive mentoring by U.S. experts. 

Project HOPE works with madial entities to develop immediate and long-term plans 
to reform and impnwe biomedical engkchg, health catr, management, nursing 
practices, namatology, cancer sc&g for women, and resuscitation skills for 
health cart personnel. 

USAID provides assistance in establishing a high quality pediatric cardiology/cardiac 
surgery capability and to introduce state-of-the-art hospital management systems 
under the Health Care Partw&ip Project. The U.S. partners art Project HOPE and 
Boston Children's Hospital, and the Slovak partner is the Bratislava Children's 
Hospital. 

USAID has provided emergency medical supplies to Slovakia to nspond to shortages 
of medicine, vaccines and items such as sterile bandages and disposable syringes. 
USAID also supplied over 100,000 doses of influenza vaccine to Slovakia in 1991. 

Homing 
USAID, through the Urban Institute, produced a set of housing policy analyses, 
including a study on housing costs and affodability, and assisted with the drafting of 
a new Western-style ~~lldominium law, which allows the sale of individual apartment 
units for the first time in 40 years. In addition, USAID is assisting the Ministry of 
Labor, Social Affairs and Family in drafting legislation concerned with housing 
allowances. The goal is to reduce the strain an the state budget stemming from such 
allowances, and at the same time, ensure that neady families do not suffer. 

Under the same project, the Urban Institute sponsored conferences, for senior policy 
makers on general principles and advantages of market-orientad housing systems, 
financing mechanisms for infrPstnrcturc and housing, assistance programs to protect 
tarant rights, and methods of phasing out rent controls. 

USAID, through a contract with Planning and Development Collaborative 
International (PADCO), worked with the Association of Slovak Building 
Entrepreneurs and the Slwak Technical University (STU)  to develop courses to train 
private contractors and developers in construction management and alternative 
housing construction technologies. Through PADCO, USAID has provided 
assistance to the Ministry of Transport and Public Work in public procurement and 
project management to increase opportunities for small private contractors to bid on 
new major building and infrastructure construction projects put out to bid by the 
GOS, international donors such as the World Bank, and others which will afford new 
construction investment in the country. 



USAID is helping to develop a financing system for urban infrastructure and other 
local projects requiring capital. Working closely with Slovak ministries, banks and . 

municipalities, the Urban Institute is designing an innovative, market-oriented 
apprOSIch to municipal finance. The program includes technical assistance to selected 
cities, including Trench, Kosia, Banska Bystrica, Rimavsira Sobota and M a  on 
an intensive basis, and to ather localities through the ASSOCiation of Towns and 
Communities. 

Through a contract with the Urban Land Institute, USAID completed the initial phase 
of assistance to Trench on the identification and formulation of strategies for the 
development of municipal-owncd land by private developers. 

Democratic initiatiws 
Under an initiative of the U.S. House of Representatives' Special Task Force for the 
Development of Parliamartary Institutions in Eastern Europe (the Frost Committee), 
the U.S. is supplying technical assistance and equipment to the Slovak Parliament. 
The objective of this program, administered by the Library of Congress, is to 
strengthen the legislative process by establishing an independent parliamentary 
research and reference capacity. 

The American Bar Association (ABA), through its Cerrtral and East European Law 
Initiative (0, has a resident advisor providing assistance to non-gwmmental 
and governmental entities such as the Slovak Bar Advocates ASSOciation and the 
General Prosecutor's Office. Through the ABA-CEELI, a U.S. legal expert is 
assisting in the review of tmaty law. Also, the ABA-CEELJ is providing assistance 
to the Slovak Judges' Association to promote an independent judiciary system and to 
develop a new judicial code. 

The USIA Rule of Law program enabled an Assistant U.S. Attomey to spend six 
months working with the Slovak Ministry of Justice on criminal justice reform in 
1992. USIA also sponsored the participation of three American Judges in the Slovak 
Association of Judges Conference in Trcncianske Teplice in December 1992. 

Several IESC volunteers assistad the Ministry of Foreign Affairs in its organization, 
management, and training of diplomats. IESC assistance was followed by a two 
week course in which IESC volunteers introduced Slovak diplomats to concepts of 
establishing and managing the diplomatic and foreign policy process. 

The International City Managers' Association (ICMA) provided assistance to the 
Slovak Association of Towns and Communities (ATC) on financial management and 
review of its dues structure. In this program, ATC members traveled to the U.S. to 
visit city officials, university representatives, and other organizations to discuss 
municipal issues and aSSOciation management methods. U.S. technical advisors also 
worked directly with the ATC and provided a small amount of equipment. 



The IESC Public Administration Progm provided American advisors to a number 
of Slovalr mayors rrnd city managers, including Rimavska Sobota, Kokaw nad 
Rimavioou, Modra, Spisskc Podhadie, for improving public administration 
rnanagemcn t . 
The International Media Fund assisted in establishing the first private radio 
bfoadcasting station in CEE at Comenius U n i d t y  and the Carter for Independent 
Journalism in Bratislava. The Media Fund also provides equipment and training to a 
number of emerging private radio and indepardart newspaper organizations. 

The University of Northenr Iowa is collaborating with the Pedagogical Institute of 
Comenius University and the Slovak Ministry of Education to rcsmcture basic 
schools and develop a teacher training program that will foster an "ethic of 
democracy. " Independent thinking, risk taking and personal responsibility, traits 
essential for democratic ideals, will be promoted through instructional practices and 
revised curricula. 

The German Marshall Fund (GMF) provides grants to support individuals and 
organizations that engage in defending the rights of citizens, with a particular 
concern for the rights of minorities, ethnic and sectarian groups; increase journalists' 
understanding of rights issues; and promote Cooperation between the governmental 
and NGO communities. The GMF has provided grants to entities including the 
Center for Independent Journalism and the 21st Century Foundation in Bratislava. 

USIA recently initiated a new Democracy Small Grants program, through which 
Slovak NGO's can apply for funding for projects supporting democracy, citizens' 
participation and building a vibrant civic society. 

Through USAID's Management Training and Economics Education project, Slovakia 
has drawn on regional programs providing management and economics training in 
CEE. Two university consortia involving American and Slovak institutions are 
providing training in management and economics: 

The U~versity of Pittsburgh works with the Czechoslovak Management Center and 
the Center of Economic Research and Graduate Education (CERGE) in Cdakovice, 
Czech Republic. Nearly 40 percent of the students parhcipating in CERGE 
programs are Slwak. The University of Pittsburgh also assigned an Economics 
professor to Academia Istropolitana in Bratislava fot 1993-94. 

Iowa State University (ISU) professors collaborated with faculty from the 
Agroinstitute and the Economics University in Bratislava on a case study of a 
collective farm in Nitra. The study was presented at an international conference and 
used as a teaching tool at the Agroinstitute seminars. ISU also produced a video 



series on agriculture in a market economy, which was broadcast on Slovak 
television. 

The Participant Training Project for Europe (PTPE) provides assistance in 
developing human resources not sufficiently covered by U.S. or other donors. This 
training program is key to reinforcing USAID'S private sector development strategy 
as it is focused on training in the financial sector. To date, some 57 participants 
traveled to the U.S. under PTPE for training in the financial sector. In addition, 35 
other people were trained through programs parttally funded by USAID, including 
small enterprise, market economics, public sector administration and 
telb~~mmunicatims. 

The YMCA promotes and implemerrts youth service programs through institutional 
strengthening of the newly re-emerging Slovak YMCA. The programs include 
English language classes, child care, education for deaf children, summer camps, and 
youth community information and counseling. 

USAID and USIA administer a number of democratic initiative programs supporting 
educational reform, Fnglish language instruction, media training, rule of law, 
management training, books for democracy program, and participant training. 
Slovaks travel to the U.S. on visits under these programs'and U.S. experts will 
travel to Slovakia. 
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SLOVENIA ANNEX 

Impmving the Bonking Sector 
The SEED program in the f i nand  sactor began in January 1994. It is composed of 
technical assistance to the Bank Supervision Dqartmat of the Bank of Slovenia 
(Central W), to the Bank Rehabilitation Agency (BRA), and to S l d ' s  largest 
bank, Ljubljanska Banka, which is socially-owned. Because of Slovenia's relatively 
advanced state of development compared to otha countries in the region, this 
program was designed as a short-term demonstration project for other similar 
programs region-wide. 

Program results, however, have been mixed, mflecting in some part the slow 
progress the Slovenian gonrnment is making in privatizing its banking sector. Some 
solid infrastructure support will come from the year of SEED technical assistance at 
the Bank of Slovenia: an off-site supervision system, procedures and experience in 
on-site examinations, and possibly a more solid banking law. Nevertheless, the start- 
up costs for this project have been large, because of the reluctance of the 
counterparts at the Bank of Slwaia  to use the technical assistance proactively many 
months after initiation. 

At the Bank Rehabilitation Agency, USAID-oontract SEED advisors arc working in 
the area of asset disposition and debt restructuring for those banks which carry heavy 
debt laads from major state-owncd and socially-owned enterprises. A determination 
will soon be made on the need to continue this work. The USAID effort at 
Ljubljanska Bank has focused on asset disposition and strategies to allow partd 
privatization of the bank. Short-term U.S. Treasury advisors have worked with the 
Ministry of Finance on the development of a government securities market. 

Thus, while the financial reform program may not serve as the demonstration project 
as initially hopad, U.S. assistance will leave behind solid financial infrastructwe 
support, if the Slovenians choose to use it. 

Priwimion 
During the next year, USAID will explore opportunities to provide targeted 
assistance, including but not limited to legal advice, to the Slovene Privatization 
Agency or other Slwcnian agencies on the privatization of selected industries. 
USAID will also examine the interest andzapcity of Slovenia to absorb SEED 
technical assistance in developing an investment banking capability within the 
banking system. 



TeIcc~~nmwu~c~~ons 
SEED technical assistance in 1994 was focused on new Slovene legislation as well as 
training in telecommunications. Advisors reviewed and suggested changes to the 
Slovene draft telecommunications law, which had its first d i g  in Parliamerrt late 
in 1994. Two inauntry seminars on telecommunications policy and spectrum 
managemmt were funded in 1993 and two on principles of regulation in 
telecommunications and frequency managemmt in 1994. In addition, five Slovene 
officials participated in U.S. Telecommunications Training Institute (USTII) courses. 

Short-term advisors from the Federal Communications Commission (FCC) and the 
National Telecommunications and Information Administration (NTIA) have been 
working with the Ministry of Transport and Communications on the preparation of 
its long-term telecommunications strategy, a new regulatory regime, tariff controls, 
and modernizaton of the Slovene national telawmmunications monopoly, PIT' 
Slovenia. 

FosSerhg Democlrtk Institutions 

Media and lhpining 
To foster democratic institutions and pmtices, USIA, through interagency 
agreement, is implementing programs in English teaching, books for democracy, 
media training, small grants in management training and market economics 
education, and Democracy Commission grants. For example, under the independent 
media incountry tiaining program, a USIA-sponsored professional-in-residence 
worked with the Maribor daily newspaper yecCr (tied for position as the second 
largest Slovenian daily) on media marketing. The newspaper quickly put into effect 
the consultant's recommendations on increasing the paper's advertising revenues and 
circulation to make it mom commercially viable. 

The International Media Fund equipment grants in previous years aided the 
development of Sovcnia's first independent television station, Kanal A, and the 
newspaper w, thereby creating needed alternative viewpoints in the Slovene 
media. The IMF project also resulted in an arrangement with Kanal A through 
which University of Ljubljana journalism students used the station's equipment to 
produce their own show for airing, in the process helping develop a corps of 
promising young broadcast journalists. 

SEED finances participant training programs, and USIA contributes its own funds for 
Muskie Scholarships and Central Europe Graduate Fellowships and Top-up 
Scholarship grants. 
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SEED Assistance to Central Europe 
Cumulative obligations by Country 
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PMlS Report 
CEE FY 1990 - 94 

OBLIGATIONS BY COUNTRY * 
as of 30 Saplmbw 1994 

(In US$ 000.) 

Grand Totals 

- -  - - -p - 

N 1992 s4a.157 $ 3 1 ~ 9  $ 3 9 , ~  sw,ou 33 .w  ~ ~ 1 , 3 5 9  U.HM ~6,326 3151,520 $21~46 ~ J S O  $3,118 $56,364 

FY 1993 $259,653 Sl5,O(3 $27.355 $18,327 S.Ul $32.551 M.286 $7,327 $62,191 $34,695 $1597 58,428 SbJO2 

FY 1994 1481,603 $16,415 142,959 594,323 $12,127 $42.416 513,082 $12,114 $126,519 332,587 143.224 143.290 $S2,547 

TOTAL S l,nI,636 f68.433 $ 141,484 SlM.631 324.272 Sl94.670 $26,345 $29,567 $718,533 5109,671 $ 107,181 $61,318 $159>31 

OBUCATlON Fmr. 
AMOUNT A U I  BUL CZE EST HUN LA1 UT POL ROM SVK YUG REG 

A STRENGTHENING DEMOCRATIC INSlITUTlONS ~ 1 1 s ~  9 7 . w  S2l.sol p o l  i s  f2,3rl ~is.505 512,011 ~ 5 . 1 ~  $n.irr 
% d Cum. Sub~oul Obligations $116,338 10.0% 6.4% 185% 48% 1.7% 9.9% 2.0% 1 .  16.8% 10.3% 3.3% 4.4% 19.996 
% of Toul Oblipiions $1 ,T11,636 6.6% 0.4% 1.2% 0.3% 0.1% 0.7% 0.1% 0.1% 1.1% 0.7% 0.2% 0.3% 1.3% 

1. PoHUcal Process a d  Governance 

.01 SUNY/Albany 

.02 NED 

.03 USIA 

' CEE projects are regionally programmed. Country-specific anribulions based on tho best infom\atlon 8vrY.Me. . 



EST HUN LAT REG 

Project Total lor FYW 

S U N Y / A I ~ ~ ~ ~  
NED 

Project Total lor FY91 

PROJECT TOTAL 

Political Process 

.O1 Political o w .  (inel. elect. monitoring) 

.02 &Itics p n t  agreements 

.03 Citizens' Nctwortr (USIA) 

Project Tad for FY91 

Political ow. (incl. cka .  moailoring) 
A m 0  support 

Projea Total for FY92 

PROJEm TOTAL: 

.O1 Grants competition 

.02 USLA p n u  to blrio 

.a AID pants to W t i a  

Project Totrl for FY91 

.O1 Gnntr competition 2.m 0 0 100 0 750 0 0 1,600 0 100 0 0 



OBLIGATION Fmf. 
AMOUNT ALB BUL CZE EST HUN U T  LIT POL ROM SVK VUQ REG 

Project Total for FY92 

- -  - -  
PROJECT TOTAL: 4.150 0 

Oemocratlc Governance and Public Admlnlstratlon 

Technical Assistance & Equipment (Frost) 

Project Total for FY91 

Technical Assistance & equipment (Fmot) 6.05) 0 

Senate - Gift of Demorrrcyfleam Technology 749 0 

North Atlantic Assembly 637 0 

Public Management lJoo 118 

Local Government 325 0 

USLA 60 0 - -  
Projccc Tom1 for FY92 9,325 I 18 

Tcchn~ciil krs~slance & Equipment (Fror~) 
North Atlantic Assembly 

Local Government 

Public Administrat~on 

Project Total tor FY93 

Technical Assistance & Equipment (Frost) 
Nonh Allanlie Assembly 

Local Government 

Public Administration 

Project Total for FY94 

* CEE projecls are regionally programmed. Country-specific rtlribuUons are based on the best infomulion avJI.Ms. 
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OBLIGATION Fmr. 
AMOUNT ALB BUL C E  EST HUN U T  LIT POL R SVK VUQ REG 

Project Total lor FY91 

Educational Reform (USIA) 

Minority Issues (incl. Gnccland Colkgc) 

Books for Dcmocncy (USU) 
Political o w .  (incl. elect. monitoring) 

AFL-ClO support 
German Manhall Fund 

American Univcnity d Bulgaria 

PFojea Total for FY92 

Educational Rcfonn (USIA) 
Books for Dcmocncy (USLA) 
Political o w .  (incl. elen. monitoring) 

Am-CIO Suppod 
American Univcnity d Bulgaria 

Yugoslav New Republics (USLA) 

Project Total for FY93 

Educationrl Rcfonn (USU) 
Minority Issues (inel. Onceland College) 

Pditirrl o w .  (ind. ckcl. monitoring) 

AFL-ClO support 
Americrn Univcnity d Bulgaria 

Educational Reform (ccntcrr) 

Projca Total for FYW 

PROJECT TOTAL: 

1800022. Independent Medlr 

.O I International Media Fund y n t  (USLA) 

CEE prolects are regonally progrmed. Country-specific attributions u e  based on the best infomulion rvoilnble. 

3- 
5- 
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.M Media Training (USIA) 

.03 USLA Media Trainin8 - Llt ier 

Project T-1 lor FY9l 

ln~ernationrl Mcdia Fund qrn t  (USIA) 
Mcdia Training (USIA) 
News Print - Albania (USIA) 

Printing press -Albania 

284 316 
0 40 

0 150 

0 0 - -  
28, soh Projcc~ Total for -92 

Internatiocul Media Fund pant (USIA) 

Media Training (USIA) 

Pcojcc~ Toul for FY93 

lnternalionrl Media Fund gnnl (USIA) 

Mcdn Tnining (USIA) 

Projcci Toul for PY94 

PROJEcr TOTAL: 

8. ECONOMIC RESTRUCTURIN 
% d Cum. Subtoul Oblitioar $1,333,367 
% d Total O b l i p t d  $1,771,636 

1. Mlcrooconomlc Support 

1800008. PoYth SWRutlon Fund CTroaw~ 

CEE projecls are reghaly progmmmcd. Country-spdk allfb~~tions m b r s d  on Iha bat  inlormalion w.O.M.. 



OBLlGAllON Fmr. 
AMOUNT ALB BUL CZE EST HUN LAT LIT POL ROM SVK YUG REG 

PROJECT TOTAL: 

PROJECT TOTAL 

1800043. Czechoslovakia (Environment) 

PROJECT TOTAL: 

PROJECT TOTAL: 

2. Prlvautlltlon and Aul8tmce to Enterprlrer 

1800014. Prlvallzatlon and Entemrlre Rertruclurlng 

PY90 895 0 0 0 0 0 0 0 500 0 0 195 200 

CEE projects are regiondly programmed. Country-specific alidbulions are based On tho best infmtion avakbk~. 



PROJECT TOT* 

Technical Assistance to Enterorlses 

Project Total lor FY91 

IESC P M t e  Entcrpnrc grant 
APRE IRIS & Gemini 
ClPE (Ckrmbcr) 
MBA Enterprise Corps 

WOCCU (Pdand) 
Peace C o p  
IESC Defense Conversion Bnnt 

Project Told lor FY92 

I E X  Prink Enterprise grant 
APRe IRIS & Gemini 
IFC Bwinur Advisory SCMCCS 
MBA Entcrpriv Corpr 
WOCCU (Poland) 
Pure brpr  

Project Total for FY93 

.01 IEU: Prirnte Enterprise pant 

.02 APRE IRIS & Gemini 

CEE projects are r@r/ prognmmed. Country-spcdfic rmibutkns um based on the best lnfomvtkn rvrslsbk. -. 



OBLIGATION Fmr. 
AMOUNT ALB BUL CZE EST HUN U T  LIT POL ROM SVK YUG REG 

CIPE (Chamber) 
MBA Enterprise Gorp 

WOCCU (Poland) 
Peace Corps 

CSlS Poland 
Entrepmncurial Mgmt & Executive Dcv. 

Albanian Small Business Activity 

Small Bus~ncss Stratew Activities 

CDC Business Entcrpriv Project 

PSCs 

Prqcct Total for FY94 

PROJECT TOTAL: 

improving the Business Climate 

Competition Poiicv. Laws & Reauiatlons 

Tax Policy B Admin (Tms) 
Ant i tw l  Law Adviee (DOJ/FI'C) 

TnNi t ia i~  to World Mku (OeCD Gnnt) 

Tclerwnmunkationr policy (Slate) 

Commem ( G d t  to Gov't) 
TDP Tekcom 
AID Telccom 

Project Total lor FY91 

.01 Tax Policy & Admin (Ttus) 

.02 Antitrust h w  Advice (DOJ/mC) . 

.03 Tnnsition to World Mku ( 0 0  Gnnt) 

.04 Tcluwnmuniertions policy (State) 

.OS - Commem ( G d t  to MI) 

.M - lntl Lkv  h w  Inst (IDLI) Gf8nl (Lcpl) 

.07 - Amcr Bar Arvr (ABA) Grant (Prof Awx) 

CEE projects are regionaly programmed. Country-specific attribuUons mre based on the best infomution av&ble. 
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OBLIGATION 
AMOUNT ALE BUL EST HUN POL 

Fmr. 
YUG ROM SVK REG 

Project Total for FY91 

TA/Finan SCN (Trcas) 
Securities Market T A .  (SEC) 

Projcct Total lor FY92 

TA/Finan Sew (Trcas) 
FSVC pant (buy-in to PRE) 

AID - Managed Financial Refonn 

Project Total for FY93 

TA/Finan Sew (Tm) 
FSVC grant (buy-in to PRE) 
AID - Managed Financial Reform 

Pmjea Total tor N W  

PROJECT TOTAL: 

Bank Tralnlna nreuuN 
FY 91 

PROJECT TOTAL: 

, . CEE projects are regionaky programed. Country-specific aItributions are based on the best Inlomelion avaY.bk. 

page 11 





OBLlGAT ION Fmr. 
AMOUNT ALE BUL CZE EST HUN LA1 LIT POL ROY SVK YUG REG 

F Y  'M 

PROJECT TOTAL: 

Bulaarla Enterprise Fund 

FY 92 

FY 94 

PROJECT TOTAL: 

BaHics Enterorlse Fund 

FY94 

PROJECT TOTAL 

Romania Enterprise Fund 

N 94 

PROJECT TOTAL: 

American Budness & Prlvate Sector Dev. Inltlatlve 

Commerce - (CABEE,@EBICfiBC/W) 
TDP 

Project Total for FY91 

Capital Development Initiative (cuntncts) 
Commcm - (CABEE,E@BIC,ABC/W) 
TDP 

CEE projects are regionally programmed. Country-specific attributions are based on the best information rvrYIMc. 



08UGATlON Fmr. 
AMOUNT AU) BUL CZE EST HUN LAT LIT POL R SVK YUG REG 

OPlC Feasib~hty Studies 

Project Total for N92 

Capital Dcvelopmcnt In~tiati* (contnctr) 

Gpilal Dcv Initialive (grants) 
Commerce - (CABEE.EEBIC,ABC/W) 

TDP 
OPlC Feasibility Studies 
RSSA with DOC (Environment Adviror) 

Project Taal  for FY93 

Gpctal Development lnit~ative (conlncts) 
Capital Dev Initiative (grants) 
Commcm - (CABEE,EEBICABC/W) 
IUSA with DOC (Environment Advisor) 

Project Total for FYW 

- - - =  
PROJECT TOTAL: 31.862 100 1,879 

Removina im~edlments to Trade Enhancement /RITE] 

N 92 417 0 0 

= = -  
PROJECT TOTAL: 2.000 30 217 

5. Humn Resources 

1800002. Human Resources Prggrarn 

-01 VOCA 



OBLIGATION Fmr. 
AMOUNT ALE BUL CZE EST HUN LAT LIT POL ROM SVK YUO REG 

Delo~tte & Touche 

USlA 

USDA 
Crcdit Union National Association 

IESC 

1111'1 Student h c h  Program (Georgetown) 

Agrcemenl with Treas (interim funding) 

Amendment to DOL contract 

Project Total for N90 

Int'l Student Exch Program (Georgetown) 

English Teaching (USlA) 

Agreement with BLS (DA funding) 

Agreement with Trcas (interim funding) 
American University Bulgaria 

USlA Baltic grant 

Amendment to DOL contract 

Project Total for FY91 

English Teaching (USLA) 

Agreement wth Trca  (interim funding) 

!3cagnm's Scholarships 

Amc Jmcnt to DOL contract 

Prqea Total for FY92 

Int'l Student Erch Program (Georgetown) 

English Teaching (USIA) 
Apemen1 with Trcas (interim funding) 

Project Total for NP3 

.07 Int'l Student Exch Pmgram (George~avn) 
08 Title Vl l l  Program (DA 92/SAI earmark 93) 

' CEE projects are reglonab programmed. Country-specific attributions are based on the best inlormalion available. 
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OBUGATION Fmr. 
AMOUNT ALB BUL CZE EST HUN U T  UT POL ROM SVK YUG REG 

English Teaching (USIA) 

Agreement with Trcas (interim funding) 

Fultz S r h d  Albania 

Projcc~ Tola1 for FY94 

- -  - -  
I'ROJECT TOTAL: 37.846 1,149 

Mananemen1 Tralnlna & Market Economics Education 

brge Gnnu Compctition 

Small Gnnu Competition (USIA) 

Projcc~ Total for FY91 

Large Gnnu Competit~on 
Small Gnnu Competitmn (USIA) 

Project Totrl for FY92 

large GnnU Competition 

Small Gnnu Competition (USIA) 

Pmjca Totrl lor FY93 

Large Gnnu Competition 

Small Gnnu Competition (USIA) 

Project Total lor FY94 - -  
PROJE(JT TOTAL: 61,717 I,7W 

CEE projects are regionally progmnwmd. Coun(ryap& anributions am brad on the best krlomvUon m v S . b k .  

PWe 16 



MlLlGATlON Fmr. 
AMOUNT AL8 BUL CZE EST HUN LAT LIT POI. ROM SVK VUG REG 

.02 USLA 

.03 Salzburg Seminar 

.W lnstitutc for Dlplomat~c Training 

Projcrl Tolal lor I T 9 2  

Pmjccl Total for FY93 

.01 PIET' 

.02 USLA 

.OS Monitoring Evaluation 

.M USlA - Muskie Scholarrhip 

.07 Small Grants Program 

Pqeet Total for FYW - 
PROJEm TOTAL: 25,149 

1800052. Customs Service Trdninp 

FY 93 

PROJECT TOTAL: 

6. Agriculture and Agrlbuslness 

1800005. Assistance to Private Farmers (Polandl 

FY90 4,225 0 0 0 0 0 0 0 4,221 0 0 0 0 

- - -  - - - - = = _ _ _ _  
PROJECT TOTAL: 422.5 0 0 0 0 0 0 0 4,225 0 0 0 0 

CEE projects are regionally progammed. Country-specific attribuUons are based on the best inlonneUon avdmble. 



OBUGITION Fnu. 
AMOUNT A l D  BUL . EST HUN U T  LIT POL ROM SVK WG REG 

Restructurlna Aarlculture and Aarlbuslness 

.01 VOCA grant 3,250 

.02 Coop Tnining Grant ACDl 2,400 

.03 NCBA 500 

.Ob USDA 6.000 

.I6 ACDl (World [)ant-related) MO 

.07 Dair) larmindhnd O'Lakcs (DA Funding) 4.000 

Project Total for FY91 16,610 

VOCA grant 

Coop Training Grant ACDl 

NCBA 
Agriburincss TA & training (ACDI, cct.) 

USDA 

ACDl (World Bank-related) 
Dairy fanning/Land O'bkcr (DA Funding) 

Other Printc Sector (FY92) ABS 
Albania Sector Suppon (IFDC) 

Projed Total lor FY92 

VOCA grant 

Coop Tnining Gnnt ACDl 
NCBA 

Agriburinert TA 8 training (ACDI, ca.) 

USDA 

ACDl (World Bank-relatcd) 

Daily farminl/hnd O'hkes (DA Funding) 

Other Private Seaor (FY92) ABS 
Romania Sector Support (IFDC) 

PSC 

Pmjcct T a l l  for FY93 

CEE projecls are reglondy prognmmed. Country-spedllc antibutions u e  based on the bas1 Infamulion a v W .  

% - 
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OBLlGATlON Fmr. 
AMOUNT ALB BUL CZE EST HUN LAT LIT POL ROM SVK VUG REG 

VOW\ gnnt 

Coop Traming Grant ACDl 

NCBA 

Agribusmcv TA & training (ACDI, crt.) 

USDA 
ACDI (World Bank-rclalcd) 
Other I'nvate Sector (FY92) ABS 

PSC 
Pnvat~zation and Agriculture 

Prqect Total for FY9) 

PROJEff TOTAL: 

7. Agriculture Sector Programs 

1800046. Aarlculture Develoment Propram - Albania 

N 92 10.950 10,YSO 0 0 0 0 0 0 0 0 0 0 0 

- - -  - - -  - - 
PROJEm TOTAL: 15,267 15,267 0 0 0 0 0 0 0 0 0 0 0 

18OOO48. Aarlculture Develoment Proaram - Romanla 

FY 93 10,000 0 0 0 0 0 0 0 0 l0,am 0 0 0 

. _ _ L = = = = - - =  

PROJECI' TOTAL: 10,000 0 0 0 0 0 0 0 0 10.000 0 0 0 

GEE projects are regionely programmed. Country-specific attributions are based on the best infomtion avakble. 

-42 
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OBUOATION Fmr. 
AMOUNT N.B Elk  CZE EST HUN U T  UT POL R W  SVK REG 

- - = = - = - = - - - - -  - - -  
PROJECT TOTAL: 14500 14,500 0 0 0 0 0 0 0 0 0 0 0 

8. Energy Efflclency 

1800015. Emercrencv Enerav Proaram 

FY 91 

PROJECT TOTAL: 

P A S A I I M  with DOE 
Energy Intonation Sflcms 

Gnnt to U S U  

IM with NRC 
IQC 
Gnnt to IEA 

Project Total for FY91 

Industry ~onlnclr/Utility Grants 
PASA/IAA with DOE 
Encm Intormation Sys~cms 
Gnnt to US- 
IAA with NRC 

IQC 
Gnnt to IEA 
~tpartment ot Interior 

CEE projects are rsgion.l)y progrurmed. Country-specilk attribuhs r e  based on the best inlomution rvrl.bk. 
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OBLlGATlON Fmr. 
AMOUNT AUI BUL cn EST HUN LAT LIT POL ROM SVK wo REG 

Project Total for FY92 

01 Industry Contra~ts/Util~ty Grants 

02 IIASA/LAA wth DOE 
03 Energy information Systems 

04 Grant to USEA 
05 IAA wth NRC 

06 IQC 

Project Total for FY93 

Industry COntracts/Ulrl~ty Grants 
PASA/IAA with DOE 

Grant to USEA 

IAA wi~h NRC 

1QC 
EBRD Nuckar Safety Fund 

- - = = - =  - = - = =  
PROJECT TOTAL: 61.142 0 11.451 8,784 1.143 5,%6 lJOO 4,294 9,451 4,583 7,207 

Krakow Clem Fossll Fuels end Enerav Ettidency 

FY 91 

F Y  92 

FY 93 

F Y W  

GEE projects are regionally Countfy-specific atlributions are h s e d  on the besl inlormation mvaUabla. 
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OBLIGATION F m .  
UlOUNl ALb WL EST HUN LA1 UT POL ROM SVK YUQ REG 

- - - - -  - - - - =  
PROJECT TOTAL: 20.m 0 0 0 0 0 0 0 20,000 0 0 0 0 

C. IMPROVING THE QUALITY OF LIFE 
%of  Cum. Sublotal Obligations S299,906 
% of TOM Obligations f 1,771.636 

- 

1. Short-term Emergency & Humanitadan Ald 

1800016. Humanltarlan Emeraencv Medlcal Sumly 
F Y  91 SJoo 1.316 912 375 167 0 167 166 MB 0 1,200 155 

& - = - - -  - - -  - = = - = - - - 
PROJECT TOTAL: 23,667 3,016 If I2 375 440 318 439 839 3011 1.440 734 13,444 1,002 

1800032. Non Govermenbl Ormnlzations ~ N G O ~  Ow. Prolect 

.@2 - Romrnirn mild Health Gnnt 

.03 - CDC Gnnl 

.07 - NGO H w n i t . r * n  Omnt 1 1353 0 1,625 1,100 0 2,899 0 0 3,460 1,869 

Project Total for N 9 1  

.02 - Romanian Child Hu l th  Gnnt 

.03 - CDC GnnI 

.OS - ORT (Albania) 

CEE projects are r m  programmed. Country-epdi r W u l k n s  m bud on the best inlomulion 8v. lrbk.  



OBLIGATION Fmr. 
AMOUNT ALE BUL CZE EST HUN U T  LIT POL ROM SVK YUG REG 

.07 - NGO tlurnan~larian Grant 

Project Tola1 for FY92 

- RomanIan Child Ilcallh Gnnt 
- Yugoslav War V~ctcrns 

- NGO Human~tarian Grant 

Projccl Total lor FY93 

- Romanian Chdd Health Grant 
- CDC Grant 
- ORT (Alban~a) 
- Yugoslav War V~llrns 
- NGO Hurnan~~anan Grant 
- PVO Workshop 
- New Grants Compcl~t~on 

Project To14 for FYW 

- = = =  
PROJECT TOTAL: 38,787 3,726 2595 2,059 16 3 , M  16 16 7,250 11,296 4W 6,015 

- -  - - - - = - -  
PROJEn TOTAL. 9500 0 0 0 0 0 0 0 0 0 0 9300 

1860001. HumadtarIan Asdstlince for RomanIan Chlldren 

I T 9 0  4.000 0 0 0 0 0 0 0 0 4,000 0 0 

_ _ I - - - = = - -  

PROJECT TOTAL: 4.000 0 0 0 0 0 0 0 0 4,000 0 0 

CEE projects are region* programmed. Cwnlry.spm%c attribulions are based on the best inlomalion available. 





OBLIGATION Fmr. 
AMOUNT ALB BUL C E  EST HUN U T  LIT POL RDM SVK YUG REG 

- -  _ _ _ _ _ - - - - -  - - - - 
PROJECT TOTAL. 1,991 0 0 0 0 0 0 0 1,991 0 0 0 0 

1800037. Parlnerships In Health Care 

F Y  91 

- - - - -  - - - - -  - - - - - -  
PROJECT TOTAL: 30,014 1,)s 5.740 2,146 1,335 4.158 0 0 4,883 4,376 2,460 2,188 

1800038. Promotion of Private HeaHh Markets 

.01 Health Markets 

Project Total tor FY92 

.01 Ilealth Markets 

Project Total tor FY93 

Health Markets 
Health & Social Safety Net 

Project Total tor FY94 

- -  - - - -  
PROJECT TOTAL: 11,509 188 874 2,031 20 1.W 20 lo tS63 1.284 1,006 0 

1860002. Romanian Famlk Pknnlng 

FY 91 

CEE projects are regionally programmed. Country-specific attributions are brscd On the best Infomlion avrYPble. 
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OBLlQATlON Fmr. 
AMOUNT Al.8 6UC CDE EST HUN U T  LIT POL ROM SVK YUG REG 

PROJECT TOTAL: 

Environmental Inltlatlves 

World Envimnmcntrl Ctr pant 
World Wildlife Fund 
Hcalth financing Sludy 
DOE 632(b) 

Rcgiod Environment Center 

Krakw Air/Water 

Projcct Total for FY90 

.01 World Environmental Ctr y n t  

.06 R e p a l  Environment Center 

.07 h k o w  AirjWaler 

Pmjea Total for IT91 

World Envimmcn~d Qr p n l  

Knkow Air/Watcr 

IPA Contnd/W@C 

Plojc* T o ~ l  for FY92 

.07 Knkow Air/Wakr 

.08 IPA Contncc/WEC 

.I0 RSSA wilh EPA 

CEE projects are regbrly prognmmed. Cwnby-spd i  mribulions are brrd on the best infomution avrl.bk. 



OBLIGATION Fmr. 
AMOUNT ALB 8UL CZ€ EST HUN LAT LIT POL ROM SVK YUG REG 

Env. Investments: Pride 

PSC: Parks 

Project Total for FY93 

World Environrncntal C I ~  grant 

IPA Contnct/WEC 

RSSA with EPA 

HllD 
Env. Invcstmcnts: Pnde 

PSC: Parks 

EAP Analpical: WRI 

Projcc~ Total lor FYW 

- 
PROJECT TOTAL: 44,970 

Improved Public Sector Envlronmenfal Services 

IAA with EPA 

Center for Clean A i r  Policy 

World Wildlife Fund 

USDA 

WASH Buy-in (Danube) 

Prqcct Total for FY91 

IAA with EPA 

Center for Clean A i r  Policy 

National Park Service 

USDA 

Local Government 

WASH Buy-in (Danube) 

Projcn Total for FY92 10,235 

* GEE projects are ragionab programmed. Counlry-specific nnributions are based on the best Information avalbble. 

..L? 
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EST HUN SVK 
Fmr. 
YUG REG 

IAA with EPA 
National Park Sc& 
Local Government 

WASH Buy-in (Danube) 

Project Total for FY93 

IAA with EPA 
National Park Service 
Loco1 Govcmment 
Water Quality 8 Investment (GEF) 
PAP In~stmenls 

Albania Forestry 

P R O J E m  TOTAL: 

1800041. Environmental Training 

FY 91 

- 3 3 - - -  

PROJEKT TOTAL: 8- 0 1,428 MS 0 1.470 0 0 1,842 lf20 1,057 0 UIS 

CEE projects are reg&mdy programmed. Coontry-speck rttr&lions ur based on the best inlomation a v r W .  
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OBLIGATION Fmr. 
AMOUNT A U I  BUL CDE EST HUN LAT LIT POL ROM SVK YlDG REG 

0. MISCEUANEOUS $22.02~ fi t~12 )936 1156 1 . t ~ 2 1 1 ~ 2  
% of Cum. Subtotal 0bli;alions S22,OLS IU).O% 0.6% 2.3% 1.2% I 4.2% 0.7% 0.4% 8.5% 1.9% 1.0% 23.6% 54.4% 

% of Tola1 Obhptions S 1,771,636 1.2% 0.05% 0.0% 0.0% 0 0.1% 0.0% 0.0% 0.1% 0.W 0.0% 0.3% 0.7% 

1650053. Macedonla Cash Transfer fESF] 
FY94 5.OOo 0 0 0 0 0 0 0 0 0 0 spoo 0 

- - -  - - = = = = = = = = -  
PROJECT TOTAL: s , r n  0 0 0 0 0 0 0 0 0 0 5,000 0 

1800001. A.I.0 Admlnidraiive Expenses 
FYm 

PROJECT TOTAL: 

CEE projects are regionally programmed. Countfy-specific attributions ue based on the best Information avaIhb40. 




