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INTRODUCTION

The Institutional Reform and the Informal Sector (IRIS) Project was authorized on May 24,
1990 through a cooperative agreement between the U.S. Agency for International
Development (USAID) and the IRIS Center at the University of Maryland at College Park.
An accompanying basic ordering agreement allows for AID Missions to buy into the technical
assistance activities. to meet objectives specific to the respective country. The goal of the
IRIS project is to support institutional reforms that enhance compctitive markets and
democratic processes. The purpose of the Core cooperative agreement is three-fold and
includes the following:

- To promote better institutions (legislative reform, regulatory reform, improved
organizational structures. and strengthened decision-making processes);

- To build awareness of the role of institutions in economic development: and

- To expand the knowledge base on the relationship between institutions and
economic growth and examine new approaches to institutional reform.

The objectives of both the cooperative agreement and the respective basic ordering agreements
are met with a variety of project inputs. defined by their appropriateness to the specific needs of
a country or the international development community at large. Organizational development
objectives are addressed through publications. workshops, technical assistance, and training.
Collaborative research objectives call for designing technical assistance packages. Training needs
are met with short term in-country and third-country programs, shori-term US programs and/or
internships. Information dissemination and outrcach objectives are addressed through the IRIS
clearing house and the IRIS newsletter. The development of a knowledge base for strategic
approaches is furthered through working papers. books. monographs, articles. conferences,
workshops, and seminars.

The status of project interventions and the resulting impact is reported to USAID on a quarterly
basis. as defined in the cooperative agreement and nine (9) delivery orders currently in effect.
The following report provides an overview of project activities and impact for the core project
(Section One) and the respective field projects (Section Two) for the period April | - June 30,
1995.



SECTION ONE: CORE REPORT

L PROGRESS TOWARD ACHIEVING PROJECT PURPOSES: FIELD PROGRAMS

A. Promoting better institutions

Legislative reform initiatives

a. Plans for reporting quarter

Bulgaria, Macedonia. The hiring of LTAs and local staff and the opening of
offices would be completed.

Lithuania: Collateral Law. IRIS/Lithuania would obtain "nutarimas” from the
Lithuanian government, making the Work Group officially responsible for reforms
related to movable property. The Work Group would be expanded to include
drafters of current hipotekas law and members of the Lithuanian Commercial
Bankers’ Association. An inventory of conflicting statutory and regulatory
provisions and legislative initiatives would be produced.

Nepal: Company Law. IRIS would support the tabling of the Company Law by
the Ministry of Industry. expected in July 1995.

Nepal: Consumer Protection Act. IRIS would support the tabling of this Act by
the Ministry of Supplies, also expected in July 1995.

Nepal: Contract Law. The Nepal Law Socicety was expected to complete a draft
law in June.

Poland: Collateral Law. IRIS would continue to assist John Olaison of the
Norway Group in realization of the central registry project. IRIS would work on
engaging the Council of Ministries as it considers the draft Collateral Law as the
head of the project. IRIS may organize an inter-ministerial workshop under
auspices of the Council of Ministries and the World Bank to discuss various
aspects of the Central Registry project.

b. Activities during quarter

Bulgaria, Macedonia. [RIS-Central Europe added a long-term advisor {Mark
Beesley) in Sofia and during the quarter sent a temporary long-term advisor to
open an office in Skopje.

Lithuania: Collateral Law. IRIS/Lithuania overcame opposition to its efforts to
develop a separate law related to movable property. The Work Group was
expanded to include drafters of current law, and an inventory of related
provisions was produced. In response, the Ministry of Justice crafted extensive
amendments to the existing law, which were submitted to the Seimas and are to
be considered by the full Seimas by July 1995. Several "consensus-building”
activities were undertaken during the quarter, which involved the Lithuanian
Commercial Bankers Association and the Bank of Lithuania.

Nepal: Consumer Protection Act. Progress delayed by dissolution of parliament.
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Nepal: Contract Law. English and Mepali final drafts were completed.

Poland: Collateral Law. The draft was approved by the Social and Economic
Policy Committee of the Polish Council of Ministers in June.'" Progress on the
central registries project was delayed. but IRIS took part in numercus meetings in
conjunction with the World Bank mission to secure the broad consensus necessary
for central registry reform to move forward.

c. Plans for next quarter

Nepal: Company Law. The Nepal Law Society is expected to complete in
August 1995. In addition. reviews will be undertaken of the foreign investment
provision in Industrial Enterprise Act and difficulties of small business with export
ard registration policies and procedures.

Russia: Civil Code. IRIS will provide support to the Research center for Private
Law during legislative drafting and debate, and will publish (in cooperation with
the EBRD) the proceedings of the Conference on Secured Commercial Lending.

Regulatory reform activities

a. Plans for reporting quarter

Mongolia: Competition Policy. IRIS/Mongolia would conduct follow-up technical
assistance on implementation of the Law on Prohibiting Unfair Competition.

Nepal: Central Depository System at the Nepal Stock Exchange. The Policy
Dialogue Committee was to review this commitment after the Annual General
Meeting of the Stock Exchange, which was expected to implement IRIS
recommendations.

Poland: Intellectual Property Reform. Model Contract Project. A manual of
model contracts for technology commercialization would be completed in the
beginning of May. Efforts would be made to have it printed by KBN during this
quarter.

b. Activities during quarter

Mongolia: Competition Policy. IRIS-College Park was unable to staff the
activity on developing procedures for enforcement of the Law on Prohibiting
Unfair Competition in the time frame requested by the National Development

' On July 18. the Council of Ministers approved the draft collateral law with only minor
revisions. The draft is now up for consideration by the Sejm.
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Board.

Nepal: Stock Exchange. IRIS consultant Andrew Haber completed a draft
report to improve information flow at the Exchange.

Poland: Intellectual Property Reform. Model Contract Project. IRIS-Central
Europe signed a contract with the Institute for the Protection of Intellectual
Property at the Jagicllonian University to complete the Polish half of the Model
Contracts book. The English hal{ was republished by the Polish State
Committee for Scientific Research on March 15.

¢. Plans for next quarter

Mongolia: Environmental Policy. IRIS will conduct follow-technical
assistance on market based incentives in air quality regul ns.

Nepal: Stock Exchange. A TOR will be readied for PR assistance to the
Securities Exchange Board (SEBNO); emphasis will be on educating the public
about the capital market.

Poland: Intcllectual Property. Completion of the Polish half of the Model
Contracts book is expected in July.

Improved organizational structures

a. Plans for reporting quarter

Mongolia: Insurance Law. IRIS would assist in developing a general
insurance law and regulatory framework.

b. Activities during quarter

Mongolia: Insurance Law. Assistance to drafters of a new insurance law is
now being provided by another donor.

Nepal: Business Development. Local IRIS consultants are helping small
businesses with product development, product identification, and marketing.
Preparatory work was undertaken on assistance to various organizations such as
the Janakpur Women’s Development Center, Women Entrepreneur Association
of Nepal (WEAN), and the Small Business Promotion Program.

¢. Plans for next quarter

Mongolia: Insurance Law. IRIS will conduct follow-up technical assistance
on training relevant to insurance law and regulatory framework. IRIS-Mongolia
will develop an agenda for assistance. while IRIS-College Park will identify
and hire appropriate experts in the area of insurance regulation.
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Strengthened decision-making processes

a. Plans for reporting quarter

India: Enhanced dialugue on policy reform. Activities for next quarter
include publishing policy papers in IRIS-India Working Paper Series,
solicitation of policy analysis proposals and commissioning of papers, planning
of Distinguished Speaker Conferences to be held in November 1995 and
January 1996, planning of Indo-American scholarly exchange program, and
preparations for video teleconference cn "Democracy ana Economic
Development: Friends or Enemies™

Mongolia. IRIS would condu=t «a fifth workshop, en economics for the media,
and begin preparations and background researck for sixth workshop on
corporate governance.

Russia: Civil Code. IRIS/Russia and the Research Center on Private Law
would complete the transiation and publication of the Uniform Commercial
Code. May workshops v..!l provide Russian law-inakers with assistance on
drafting Part II of the Civil Code, including banking, sales, and leasing.

b. Activities during quarter

India: Enhanced dialogue on policy reform. A policy analysis program was
launched in collaboration with the National Institute for Public Finance and
Policy.

Monzolia. The fifth workshop in the IRIS/Mongolia series targeted journalists
in their roles as muliti-directional information conduits and facilitators of public
discourse. Held during May in Ulaanbaatar, the workshop introduced
fundamental concepts of ecoromics to a group of thirty journalists from
newspapers. radio. and television. The workshop instructors particularly
emphasized several topical examples to illustrate how economic knowledge
could be practically applied by journalists. At the request of Member of
Parliament Ochirhuu (also Advisory Committee member) IRIS co-sponscred a
roundtable discussion on development of effective corporate governance during
the workshop with the National Association of Corporate Directors and the
Enterprise Management and Restructuring Center.

Russia: Civil Code. The translation of the UCC was completed, with
publication expected in the Fall. Workshops were held in May on selected
aspects of Part 1l of the Civil Code. [Please see "impact” section of this report.]
Part II of the Code was translated and widely distributed in Russia and the US,
and comments from Western law firms in Russia were distributed to the
drafters of the Code.



IRIS QUARTERLY REPORT:
APRIL 1 - JUNE 30}, 1995

¢. Plans for next quarter

India: Enhanced dialogue on policy reform. Policy analysis proposals will
be reviewed and selected. an Indo-American Scholarly Exchange program will
be launched. and planning will be undertaken for a series of conferences.

Mongolia: Corporate Governance. Conduct preparations--including interviews
with officials from government. political parties, and regulatory agencies.
ednors, reporters, academics, members of parliament, and the foreign assistance
community--for the last workshop in the IRIS/Mongolia series.

B. Disseminating information to build awareness of the role of institutions in
economic_development

I

Forums, conferences, presentations

a. Papers presented at Scholarly Meetings by IRIS staff and consultants:

A conference entitled "Russian Reforms: Established Interests and Practical
Alternatives” took place in Moscow on April 12-15. 1995, to discuss causes
and consequences of the fragmentation of the Russian institutional and
economic fabrics, and to outline policy alternatives reflecting the role of the
interest groups in the Russian society.

James Anderson represented IRIS at the “State Seminar of the People Engaged
in Production and Trade." sponsored by the Government of Mongolia and held
in April 1995 in Ulaanbaatar.

In April, IRIS/Mongolia co-sponsored with the Asia Foundation a roundtable
discussion of "Views on the Status of Political and Economic Reform and the
Need for Continued Assistance.” Topics addressed included international
relations, the progress and set-backs of economic reforms, and civil society in
Mongolia.

IRIS-Nepal supported a day-long workshop that discussed possible policy
directions for the FY 1995/96 budget. The Prime Minister as well as the
Minister of Finance atiended the discussions. The media provided extensive
coverage on the workshop.

IRIS/Central Europe co-sponsored a lecture by former Chilean Minister of
Labor Dr. Jose Pinera on pension law reform on June 8, 1995. A large
audience heard Dr. Pinera describe how Chile's private pension system
increasc.d pensions for poor people and permitted the formation of a capital
market to buy privatized state industries.

Mancur Olson (IRIS conference, April 14, Moscow) "The Devolution of
Power and the Societies in Transition”
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Mancur Olson (American Law and Economics Association, May 12. Berkeley,
CA) "Property & Contract Rights Under Democracy & Dictatorship.”

Mancur Olson (Cambridge. MA, May 26) Workshop on "The Wealth and
Poverty of Nations."

Mancur Olson (IMF. June 1) "Capitalism, Sccialism. and Dictatorship”

Mancur Olson (Southeastern Association of Regulatory Utility Commissioners,
Williamsburg, VA. June 6) "The New World of Regulation.”

Mancur Olson (University of Trento, June 20) "The Economics of Autocracy
and Majority Rule.”

Mancur Olson (CEIS Conference on Institutions and Economic Organization in
the Advanced Economies, Rome, June 21) "Why Poor Institutions Promote
Corruption.”

Mancur Olson (Robert Schuman Centre, Florence. June 23) "The Varieties of
Eurosclerosis: The Rise and Decline of Nations Since 1982."

b. Training Provided to Scholars from LDCs and the NIS:

49 Kazakh professors of economics are enrolled in an IRIS summer program
providing courses in micro- and macroeconomics, money and banking, law and
economics. public finance, and industrial organization.

The World Bank’s Economic Development Institute has invited IRIS/Lithuania
director John Corrigan to teach the collateral law section for a seminar entitled
"Development of a Commercial Law Framework for the Baltic States,” to be
held 3-14 July 1995 in Vienna.

[RIS/Russia will provide seminars and training on the new Russian securities
legislation.

2. Publications
a. Working papers:

Philip Keefer and Steve Knack, "Property Rights, Inequality and Growth," IRIS
Working Paper No. 153, April 1995.

Deborah Brautigam, "Indigenous Institutions and Industrial Development in
Eastern Nigeria." IRIS Working Paper No. 154, April 1995.

Peter C. Ordeshook, "Lessons for Citizens of a New Democracy,” IRIS
Working Paper No. 155, April 1995.



IRIS QUARTERLY REvORT:
APRIL | - JUNE 30, 1995

Peter C. Ordeshook. "Russia, Federalism, and Political Stability," IRIS Working
Paper No. 156, April 1995.

Peter C. Ordeshook. "Russia, Federalism. and Political Stability," (Russian
version), IRIS Working Paper No. 156a.. April 1995.

Karla Hoff, "Book Review: Local Suppliers of Credit in the Third World,
1750 - 1960," IRIS Working Paper No. 157, April 1995.

Peter C. Ordeshook and Olga Shvetsova, "If Hamilton and Madison Were
Merely Lucky, What Hope Is There for Russian Federalism?" IRIS Working
Paper No. 158, April 1995.

Avner Grief, "Markets and Legal Systems: The Development of Markets in
Late Medicval Europe and the Transition From Community Responsibility to
an Individual Responsibility Legal Doctrine,” IRIS Working Paper-No. 159,

April 1995.

Matthew D. McCubbins, "Utility Regulation, Economic Development, and
Political Stability: The Contrasting Cases of Argentina and Chile," IRIS
Working Paper No. 160, May 1995.

Linda Cohen, Matthew D. McCubbins, and Frances Rosenbluth, "The Politics
of Nuclear Power in Japan and the United States,” IRIS Working Paper No.
161, May 1995.

Peter Ordeshook, "Constitutions for New Democracies: Reflections of Turmoil
or Agents of Stability?" IRIS Working Paper No. 162, May 1995.

Barry Eichengreen and Pablo Vaquez, "Institutions and Economic Growth:
Evidence for Postwar Europe," IRIS Working Paper No. 163, May 1995.

Mariana M. Kotzeva and Enrico Perotti, "Exogenous and Opportunistic
Financial Arrears: Evidence from a Survey of Bulgarian State Managers," IRIS
Working Paper No. 164, June 1995.

James Roumasset, et al, "Specializatior and Coevolution of Agricultural
Markets," IRIS Working paper No. 165, June 1995.

Kenneth Koford and Jeffrey Miller, "Contracts in Bulgaria: How Firms Cope
When Property Rights are Incomplete,” IRIS Working Paper No 166, June
1995.

Nicholas Sanchez and Jeffrey Nugent, "Breaking the Policy Gridlock on
Grazing and Other Uses ot Public Lands." IRIS Working Paper No. 167, June
1995.

Jeffrey Nugent and Nicholas Sanchez, "The Local Variability of Rainfall and
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Tribal Institutions: The Case of Sudan,” IRIS Working Paper No. 168, June
1995.

b. IRIS Reprints:

Peter C. Ordeshook, "Reexamining Russia: Institutions and Incentives," Journal
of Democracy, Vol. 6, No. 2, April 1995, pp. 46-60. IRIS Reprint No. 61

Daniel T. Ostas and Burt A. Leete, "Economic Analysis of Law as a guide to
Post-Communist Legal Reforms: The Case of Hungarian Contract Law,”
American Business Law Journal. Vol. 32, No. 3, 355-398. IRIS Reprint No. 62

Marek M. Kaminski, "Arrow's Theorem: An Example of the Axiomatic
Method in the Social Sciences," Studia Socjologiczne (3/4) (134/135) 1994, pp.
73-92. IRIS Reprint No. 63

c¢. IRIS Country Reports:

Praveen M. Dixit, "Economic Reform in Nepai: A Cursory Assessment,” IRIS
Country Report No. 17, May 1995.

Additional Publications by IRIS staff:

Mancur Olson, "The Secular Increase in European Unemployment Rates" in
European Economic Review 39 (1995) p. 593-599,

Mancur Olson, "The Devolution of the Nordic & Teutonic Economies” in AEA
Papers and Proceedings, May 1995, p. 22-27.

Mancur Olson, "The Varieties of Eurosclerosis: The Rise and Decline of
Nations since 1982" in Europe's Post-war Growth, Nicholas Crafts and Gianni
Toniolo (eds.), Centre for Economic Policy Research.

C. Expanding the knowledge base on the relationship between institutions and
economic growth and examining new approaches to institutional reform.

The IRIS Index Project: During the second quarter work has continued on the
paper "Property and Contract Rights under Democracy and Dictatorship” and a
revised version was presented at the Berkeley meetings of the American Law
and Economics Association, May 12-13. The group also completed two
chapters for the planned [RIS book, Institutions and Economic Development,
which was sent to the publisher in June. Publication is planned before the end
of the year. The book will contain, in addition to these two chapters based on
Index work. chapters by Olson. Murrell and Korsun, Cadwell. and Clague.

Additional areas of on-going research by IRIS staff and fellows include
an examination of the impact of caste on labor and tenancy markets in rural
India (Anand Swamy); the relation between income and literacy growth in
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India (Swamy): the existence of scale and technical inefficiency in Indian firms
and the impact of liberalization on such inefficiencies (Fikkert); the effects of
regime type and duration on foreign direct investment (Fikkert); and several
issues related to China's successful economic reforms. including industrial
agglomeration and the effects of training and compensation on labor turnover
(Fikkert).

IL. PROJECT IMPACT
A. Achievements During Quarter.

Ukraine: Competition Policy. IRIS resident advisors have assisted the Antimonopoly
Committee of Ukraine (AMC) in drafting legislation on unfair competition and natural
monopolies. training personnel. and undertaking a public education campaign. The AMC,
upon the advice of IRIS, has created an Office of the Secretary, which permits improved
case-load management, accountability to the public. and consistency in policy-making. IRIS
helped draft an administrative code for the AMC, which provides for improved internal
decision-making and management structures and which attempts to resolve difficulties
inherent in a commission that is a law enforcement agency with quasi-judicial powers.
Ongoing training includes topical seminars, a university-style course on economics and
antitrust, and training conferences for regional AMC staffs. A international conference will
be held in Kiev in October.

Poland: Collateral Law. The draft was approved by the Social and Economic Policy
Committee of the Polish Council of Ministers in June. On July 18, the Council of Ministers
approved the draft collateral law with only minor revisions. The draft is now up for
consideration by the Sejm. To help build public support for the reform, a TV program
co-produced by IRIS/Central Europe with Polish TV Channel ONE was aired on prime-time
evening TV on June 6. The program. called "How to Make Money out of Bankruptcy,”
showed in a drama how the present Polish collateral law system enables dishonest
businessmen to use the same collateral over at numerous banks while moving it from one
bankrupt company to another. The forty-minute drama was followed by a talk show where
Polish experts responded to questions by the host. An audience estimated at 2 million
persons saw the program.

Russia. Policy Analysis. A study by Evgeny Gontmakher, Deputy Chairman of the Council
on Social Policy with the President of the Russian Federation, is being used in drafting the
"Program of Stabilization of Living Standards of the Population of the Russian rederation,"
authorized by President Yeltsin. In its current version, the program provides for welfare
payments to the poor, funded from the federal budget. The project’s outputs are also being
used by the drafters of laws on indexation of the minimum wage and basic pension benefits.
The results of a project by Lev Jacobson on public services provision under the
transition have been used in drafting laws "On Non-Profit Organizations” and "On Charity
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and Charitable Organizations." (The latter passed a second reading in the Duma in May
1995.) Materials developed under the project related to the health care reform and to medical
insurance have been passed to the Ministry of Health and Medical Industry, and Duma
committees of the on health care, labor and social policy. economic policy, and property and
privatization. Recommendations on privatization of educational institutions and cultural
facilities have been submitted to the State Committee on Post-Secondary Education and to the
Ministry of Culture of the Russian Federation. The project’s findings have also been used in
incorporated in programs on social safety nets and the development of public services in
Moscow. and economic and social rehabilitation for the Bryansk region.

Recommendations developed by Igor Kolosnitsyn in a study of income distribution
and inequality in Russia will improve the quality of the household budget surveys used by the
State Statistical Committee by reflecting changes in income composition and expenditure
patterns. This project also recommended the abandonment of the current social safety net
system. which is pegged to the minimum wage and basic pension benefits, and its
replacement by a modern welfare system.

Related to Sergei Malakhov's analysis of enterprise financial behavior under price
liberalization, proposals on tax reform—aimed at reducing the tax burden on firms while
preserving the tax base—have been filed with the Government and Parliament of the Russian
Federation. Responding to these proposals, the Miristry of Finance has passed new
regulations on indexation of firms’ working capital. Proposals to ease the interenterprise
arrears crisis and to improve payment mechanisms are being considered. A methodology for
establishing independent intersectoral clearing houses and centers has been implemented, and
a decree is being prepared to establish a state clearing house for firms' promissory notes.

Based on Roustem Noureev's study of institutional aspects of the credit market
development, a set of recommendations has been prepared on bringing the Russian banking in
line with international standards. The recommendations, which emphasize the nccessity of
creating in Russia a Federal Deposit Insurance Fund, have been discussed with the officials of
the Ministry of Economy and the deputies of the Duma working to draft a law on deposit
insurance. Regional authorities were consulted on means to regulate the banking system at
the local level. A syste for financial analysis of borrowers’ credit-worthiness, aimed at
preventing a liquidity crisis in Russian banking, has also been introduced at several
commercial banks and is under consideration at the Russian Central Bank.

An analysis by Sergei Prikhodko of the Russian foreign trade legislation and
regulations from the viewpoint of the World Trade Organization’s requirements was used by
the Miristry of Foreign Economic Relations to answer questions sent to the Russian
Government from GATT Headquarters. The project’s materials have been included in the
Russian Extractive Industries’ Investment Guide prepared by the Ministry of Economy and the
State Committee for Natural Resources.

Findings from a study by Alexander Radygin on secondary markets for corporate
control were used in the development of the post-voucher privatization model, formation of
the Russian Government’s strategy for attracting foreign investment into Russian firms, and
drafting of guidelines for the development of the Russian stock market. The impact of the
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project is reflected in the draft law on the stock market, a draft law on joint-stock
corporations, and the President’s decree on the second (cash sales) stage of privatization.

Sergei Sinelnikov's examination of factors affecting tax revenue in Russia have
provided insights into the impact of the Russian tax system on macroeconomic indicators, as
well as on behavior of individual firms. These findings were used in budget amendments
presented by the "Russia’s Choice” faction in the Duma. As a result, more realistic estimates
of the tax revenue were put in the budget. Based on the project’s findings, the "Russia’s
Choice" faction initiated several legislative acts that have revoked some previous tax
privileges and exemptions. Proposals on tax reform, to be included in the 1996 budget, have
been submitizd to the Ministry of Finance and the President’s Administration.

Sergei Tsukhlo developed a system of regular surveys of the Russian industrial firms,
in particular in the areas where official statistics are either inadequate or missing altogether.
The system reflects changes in market structure, patterns of demand, competition, and
managers’ expectations. Since the results of Tsukhlo’s project are immediately communicated
to the President’s economic advisors, they have a strong impact on Russian economic policy.
The State Anti-Monopoly Committee uses the project’s findings on patterns of competition in
the Russian Economy. The State Statistical Committee is interested in including the data on
competition in the Russian official statistical system. The results of the project appear
regularly in Financial Izvestia, Russia’s leading economic and business periodical.

Materials of a project by Alexander Yakovlev on financial futures markets have been
included in the annual report of the Commission on Commodity Exchanges with the Russian
Government. The project’s outputs are being used by the Working Group established by the
Commission on Commodity Exchanges and the Russian Commodity Exchanges Union to
draft a new version of the law "On Commodity Exchanges and Commodity Trade.” The
leading Russian futures exchanges have used the results of the study to improve trade
technologies and to strengthen the reliability of trading in US dollar-denominated futures
contracts.

Elena Zhuravskaya has examined the economic behavior and incentives of privatized
enterprises. The results of the study are disseminated through the Russian Economic
Barometer. an independent bulletin, published quarterly, that monitors microeconomic aspects
of transition based on monthly surveys in 200 industrial enterprises and 50 banks all over
Russia. The project’s analysis on raising investment capital and restructuring of Russian firms
has been used by the State Property Committee in drafting guidelines for post-voucher
privatization. The results of the study have also been presented at hearings in the Duma on
the priorities of the Russian social and economic policy set in the President’s address to the
Federal Assembly of the Russian Federation.

In addition to the direct impact of the IRIS/IET collaboration on market-oriented
reform in Russia. the project’s outputs are used in courses taught at Moscow State University,
the Higher School of Economics—a newly established Western-style economic university in
Moscow. and Academy of National Economy with the Government of the Russian Federation.
They also have been used by Lev Jacobson in writing the first Russian textbook on public
€CONnomics.
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NIS: Model Civil Code. In May, the Inter-Parliamentary Assembly of the Commonwealth of
Independent States adopted Part II of the Model Civil Code. designed to assist law-makers as
they revise their Soviet-era Codes. Significantly, unlike with the first part, the second part of
the Model has been adopted before the Russian Parliament has begun to debate Part IT of the
Russian Code. This strengthens the collaborative process whereby representatives from across
the CIS work together to develop model legislation and not simply borrow the Russian
example. In fact, the head of the Russian Civil Code drafting team acknowledged that certain
parts of the Model are better than the Russian draft and that the Russians intend to integrate
what they have learned from their CIS colleagues into their own version. In April, IRIS
experts Professors Robert Summers and James White worked with the CIS group in the
Netherlands to help them improve the banking and sales law sections in the Model Code.

Russia: Civil Code. In May 1995, IRIS and the Research Center for Private Law conducted a
series of workshops on banking transactions, inheritance, franchising, commercial and
residential leasing, intellectual property, and insurance. IRIS assembled a team of Western
legal experts to work with those responsible for drafting, officials in charge of reviewing the
document on behalf of the Government. and parliamentary staff members engaged in the
legislative review process. The workshops were scheduled at an opportune time because as
the drafters revised the text prior to submitting it to Parliament. During each of the six
sessions. members of the drafting team stated that they planned to make changes in the Code
based on their discussions with IRIS. For example, following advice by IRIS expert James J.
White, of the University of Michigan, the drafters included provisions enabling banks to offer
floating interest-rate accounts. The earlier draft enjoined banks from altering interest rates
without government approval. This policy would have forestalled the development of an
effective banking system, particularly in a high-inflation environment, and could have led to
many bank failures. White, by explaining the pro-consumer aspects of this reform, overcame
the objectives of State Duma members who were concerned that their Parliamentary
colleagues would resist this reform. White noted that. in the absence of the reform, the likely
bank failures would force the government to engage in an expensive bailout or result in
consumers losing their deposits.

Further important changes that emerged from the workshops:

Inheritance: The drafters agreed to permit execution of wills despite the testator’s failure
to adhere to all formalities, an important change as wills become a key vehicle for
protecting property rights.

Franchising: The drafters agreed to consider allowing the franchisor the right to maintain
control over prices, within limits set by anti-monopoly legislation, accepting the argument
that price is a critical part of the franchise’s identity.

Leasing: The drafters agreed to differentiate between minor and major defects as grounds
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for termination of a lease contract and to expand on tenant remedies in lieu of
termination.  Failure to adopt this change would have created distortions in the
commercial and residential leasing market.

Intellectual Property: The drafters agreed that trademark protection should extend
beyond the strict class of goods in which a trademark is registered to other similar classes.
For example, a trademark registered for jeans wouid be enforced against its unauthorized
use on shoes if such use would be confusing to the consumer. This change not only
expands the intellectual property protection afforded under Russian law, but it also
reduces firms’ costs by relieving them of the need to register in multiple classes at
significant extra cost.

Insurance: The drafters agreed to include a general definition that will permit new forms
of insurance without requiring new legislation. This flexibility is important given the
speed with which the Russian insurance industry is growing.

In addition to organizing these workshops, IRIS solicited commentaries on the entire text of Part
I from over 15 western law firms, as well as accounting firms and other USAID-funded
organizations engaged in legal reform. Foreign law firms and businesses operating in Russia,
because of their dual knowledge of Western and Russian commercial law and practice, are
perhaps the best equipped to identify specific shortcomings in legislation. Their comments will
be distributed to the Research Center to assist them in revising the draft Code.

Russia: Regional Codes. A March 1995 workshop brought together representatives of regional
governments, legal scholars and other experts from 27 regions of the Russian Federation to
review the development of constitutional charters for the Russian regions. The workshop led to
a set of recommendation that were circulated across the country by the President’s Analytic
Administration through the Council of Federation. These recommendations emphasize the need
to restore a balance of power between the legislative and executive, accelerate the development
of the judicial system at the regional level, provide the legal foundations for local government,
and the need to coordinate the regional codes with the Federat Constitution.

Russia: Economic Policy. An April 1995 conference in Moscow organized by IRIS, the IET,
and the Analytical Center with the President of the Russian Federation examined how the Russian
reform can cope with widespread corruption and lobbies, the legal and economic prerequisites
for stabilization and growth in Russia, and how to consolidate the country’s reformist forces and
reach a social consensus on a platform of economic reform. The 400 participants in the
conference included 50 members of the Russian parliament, experts and policy-makers from the
Russian government, leading scholars, and representatives of the business community,
international organizations. press. and embassies. The conference received extensive and favorable
coverage in the Russian and international media. The conceptual framework and even the new
terminology offered at the conference appeared to be a welcome contribution to analyses of the
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current economic and political situation in Russia. Given the interest expressed in the conference
by the participants, attendees, and the media, it was decided to publish in Russian and English
an edited volume of the conference materials. which will be made available in advance of the
federal elections campaign in Russia, serving as a valuable reference for the Russian public and
contribute toward better understanding of political platforms and policy options.

Russian legislation establishing a regulatory scheme for "natural monopolies,” which received a
third reading in the Duma in May, benefited from two IRIS activities. A seminar on price
regulation in December convinced key policy makers not to proceed with broad price re-
regulation, according to the Deputy Minister of the Economy. At the same time, an IRIS team
in Moscow has supported the Ministry of Economy in developing the draft about to be
considered by the Duma.

B. Core Administrative Functions

I, Research dissemination.
Final Report. Work on this report has been postponed until January 1996.

Requests for IRIS publications.

Period Number of requests Items requested
1/1/95-3/31/95 Total: 21 Total: 60
USAID: | USAID: 1
4/1/95-6/30/95 Total: 63 Total: 284
USAID: 8 USAID: 56

WAFERS. No WAFERs were held in this quarter: a talk by Grigorii Yavlinskit,
leader of the liberal Duma faction "Yabloko," is planned for September 6th.

UPDATE. An Update was completed and mailed in early Mayj; another is planned
for late August.
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"Lessons Learned" from Field Programs. Materials have been received from
several IRIS field programs and will be utilized in IRIS presentations at an G/EG
workshop in September.

Economic and Political Institutions Book. Revised drafts have been received and
production editing completed for 18 of the planned 20 chapters. The draft book
was distributed to prospective publishers in June.

Research Review. Preliminary material will be developed and presented at the
September workshop.

Scholarships/internships

a. Activities planned for reporting quarter

IRIS/IET Young Scholars Program. Final selection of young scholars would
be made, and placements arranged.

b. Activities during quarter

IRIS/IET Young Scholars Program. Two Russian students were placed in a
PhD program in Economics at the University of Chicago Business School.

c. Activities planned for next quarter
None.
Other Issues: None.

Financial Data: Following page.

Attachments: None
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SECTION TWO: QUARTERLY FIELD REPORTS:

Central Europe, India, Mongolia, Nepal, and Russia
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Quarterly Field Report: Central Europe

I ADMINISTRATIVE DATA

Reporting Period: April 1. 1995 - June 30, 1995

BOA Number: ANE-0015-B-1019-00

Delivery Order Number: 18

A!D Project Office: G/EG/EIR (Orest Koropecky, 522 SA-2)

AID Office funding delivery order: EUR/RME (Susan Gurley 4733 NS)

AID Office project: Institutional Reform and the Informal Sector (IRIS) Project

II. PERFORMANCE INFORMATION
! Proiect purpose summary statement:

A. Project Purpose: The purpose of the IRIS-Central Europe' (Delivery Order 18)
project is to create a positive commercial law institutional framework for the
development of the financial sector in Poland and five other countries
(Lithuania, Macedonia. Bulgaria, with limited activities in Croatia and
Albania). This propose is being accomplished by assisting these countries to
reform their collateral and bankruptcy laws.

B. Relationship to USAID Program Strategy: Poland has been one of the most
successful of the C&EE countries in the transition to a market economy. There
continues, however, to be a great need to create employment and to expand the
private sector, especially the SME sector where most new job creation occurs.

An important constraint to job creation and private sector expansion is
the lack of credit. Numerous USAID financed studies and projects, the World
Bank and the European Bank for Reconstruction and Development have
identified the absence of a modern commercial banking system as one of the
principal blocks to further development. Without it, private capital (foreign or
domestic) cannot flow into the region for lending to credit-worthy firms. This
has not happened because Poland. and indeed each of the countries of C&EE.
lacks an effective collateral law which would enable banks or other creditors to
do asset-based lending to new and existing firms. At present. the only
effective collateral is cash on deposit at the lender. Banks fear to lend,
knowing collection is uncertain and difficult. If an effective collateral law
with a central registry to prevent fraud were enacted, commercial lending to
the private sector would increase dramaticatly.

The IRIS-Poland II project assisted Poland in drafting a new collateral
law, and IRIS-Central Europe is assisting Poland to implement a collateral law
and to use the lessons learned in the other countries of C&EE. IRIS has

' The IRIS-Poland Project III changed its name to [RIS-Central Europe effective February 1995. The new name
better reflects the new regional scope of the Warsaw office and is deemed less likely to arouse pofitical apprehension in
countries such as Lithuania. where there have been conflicts with Poland in the past.
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encouraged the participation of local legal and banking associations in
reforming their societies, leveraged upon other assistance and progrars of
USAID. the World Bank. and EBRD to the financial sectors. and will lead to
sustainable economic development by making bank credit available to new and
existing businesses starved for credit. [RIS-Central Europe has now added
long-term advisors in Lithuania and Bulgaria to begin the same process, and
during the quarter sent a temporary long-term advisor [LTA] to open an office
in Skopje.

C. Highlights of program progress during the reporting period:

. Poland/Central Europe

Polish Collateral Law Reform. The major focus of IRIS-Central Europe
continues to be Polish collateral law reform.* Since its inception, IRIS has
been working with the top legal experts of Poland who form the advisory
Commission for Reform of the Civil Code [CRCC], the Polish Ministry of
Justice [MOJ], the National Bank of Poland {NBP] and Polish and foreign
legal scholars to draft a collateral law which can be presented to the Polish
Parliament for enactment. The main accomplishment of IRIS-Central Europe
has been the creation and support of a local Polish-led coalition of academic,
government, and business leaders interested in collateral law reform.

The second quarter of 1995 was characterized by the consideration of
the draft collateral law by the Polish Council of Ministers -- a normal
preliminary step before its submission to the Sejm or Polish Parliament. The
draft was referred to the Social and Economic Policy Committee and approved
by it in June. In the Council of Ministers, it faced two major hurdles. The
first was the requirement that the Minister of Finance agree to the elimination
of the system of secret tax liens proposed by the draft. Aft.. several weeks of
discussion. the MOF agreed to address this through the submission of articles
in the new proposed tax law. Under this proposal, any tax liens against real
estate would be required to be filed in the perpetual book where all mortgages
are normally filed. Precedence would be determined by date not by category.
Tax liens against personalty will be registered in a newly created tax lien
register, but priority with other public registers (i.e. the newly proposed pledge
register) will be determined by the earliest filing date. While the creation of a
second registry for tax liens on personalty is duplicative, the impact of this is
the creation of the system of priorities which IRIS has been recommending.

The second issue was the elimination of the bank execution title, called
the ryrut wykownawcezy. Under present Polish laws, banks can collect debts
without judicial process with the help of bailiffs. The NBP and the banks
have been loath to give up this power. To foster a compromise. IRIS has met
with bank representatives and signed a research contract with the Education
Foundation of the Union of Polish Banks to research the actual practice of the

* Collateral law (sometimes called "secured transactions” or the creation of "charges” or "liens”) is the legal institution
whereby a creditor can take a "collateral interest” in certain goods (often those purchased by means of the loan) of the
debtor. In case of default. the creditor is allowed to repossess and sell those goods ahead of other creditors to satisfy the
loan.



' See Attachment II.

use of the bank execution title. This report will be ready when the Sejm
considers the draft.

The NBP has been holding up the draft in the Council of Ministers,
but on June 20, IRIS submitted a memorandum to and met briefly with Mr.
Robert Clarke, former US Comptroller of the Currency. now a Barents KPMG
consultant to the NBP. He raised this issue with Hanna Gronkiewicz-Waltz,
president of NBP. At the end of the quarter, IRIS legal experts were meeting
regularly with the NBP experts to resolve this issue. IRIS has suggested that
the execution title be retained for several years until present loans are paiu off
and then that the privilege apply only where the debtor has agreed in his loan
agreement to such a procedure. In this way, the practical needs of the banks
will be satisfied and the impropriety of their being above the law will be
resolved.

At the end of the quarter, the collateral law is waiting for a last
approval by the Council of Ministers before being sent to the Sejm. The
former minister of Justice, Wlodzimierz Cimoszewicz. is now Vice-Marshall of
the Sejm, and is ready to ensure sympathetic consideration of the collateral law
draft when it is submitted there. IRIS consultants met with him on July 4 to
brief him on the status of the law and issues in the central registries project.

On a sad note, Professor Witold Czachérski passed away in June. The
distinguished scholar and longtime IRIS consultant had been a leading force in
bringing about collateral law reform in Poland.’

Central Registry. The organization of a central pledge registry is a key
portion of collateral law reform. For it to be effective, it must be planned in a
manner that will allow it to become part of a centralized system of registries
along the Norwegian model where the system is self-supporting. Information
from many ministries is brought together and then sold on line to banks,
lawyers, notaries. and others needing the information. During the quarter, this
aspect of the reform stalled owing to the desire of the Ministry of Justice to do
the project solely with the Norwegians and without the active participation of
other ministries or USAID groups. On May 31, IRIS arranged a meeting
between the Norwegians, PADCO. and Peter Kyle, Esq. of the World Bank to
discuss the progress of the central registries project. Mr. Kyle told the
Norwegians bluntly that the inexperience of the MOJ and the Norwegians with
international borrowing made the present plan a waste of time. The WB
would not write a check for $70 to $100 million dollars on the basis of the
study which the Norwegians and the MOJ were preparing. WB rules require
that it participate actively, hire the outside experts. and prepare the study itself
for submission to its board. Kyle said that talk of the EBRD's financing the
study was unlikely in view of the large sum involved -- beyond EBRD’s
lending capacity for such a project.

In the ensuing weeks, IRIS diplomatically passed Mr. Kyle's message
along to its contacts at the MOJ, Council of Ministers, and the MOF. By the



end of the quarter, the MOJ seemed to be opening up the project to other
agencies. calling interagency meetings, and realizing that it must open up the
entire process to secure the essential WB financing for realization of the
project. In late June and early July, IRIS took part in numerous meetings in
conjunction with the WB mission to secure the broad consensus necessary for
central registry reform to move forward.

IRIS sent its main legal expert, Prof. Feliks Zedler. chairman of the
Central Registries Project steering group, to Norway in mid-May on a fact-
finding trip with the MOJ Commission.

Bankruptcy. RIS assisted Deloitte & Touche to organize the April 26
bankruptcy conference by arranging meetings with Vice-Minister of Justice
Zielinski, assisting with administrative arrangements, and supplying the site for
the conference.* In May, the Polish Juridical Institute issued a book on Polish
bankruptcy practice by Prof. Jan Brél. IRIS-CE supported this project, wrote
the English summary of the book, and assisted in its distribution tc key poticy
makers.” At the end of the quarter, plans were made to support a drafting
group headed by IRIS consultant, Prof. Feliks Zedler, of Pozhan: On June 6,
Polish Television aired at 10:15 pm on prime time, the film jointly produced
with IRIS-CE, "How to Make Money on Bankruptcy.” Reviews were good.
The film. as well as the earlier IRIS film on intellectual property issues, have
had English sub-titles added so that iney can be viewed elsewhere.®

Intellectual Property Reform. [nternet.  IRIS computer consultant
Adam Wasilewski was retained by USAID-Warsaw to do a study on how to
connect all USAID contractors in Poland to the Internet. Although this is a
separate contract of Mr. Wasilewski. it grew out of his experience from
connecting IRIS-Poland to Internet for IRIS’s communication needs. IRIS-CE
conducts almost all its communications with IRIS-College Park, Maryland, and
its offices in Vilnius, Sofia, and Skopje by e-mail through !nternet, saving
many thousands of dollars monthly.’

Model Contract Project. IRIS-Central Europe signed a contract with
the Institute for the Protection of Intellectual Property at the Jagiellonian
University to complete the Polish half of the Model Contracts book. The
English half was republished by the Polish State Committee for Scientific
Research (equivalent of the Polish Ministry of Science) on March 15. The
Polish half was 90% complete by the end of the quarter.

Collateral Law Survey. Much of the missing information in the
Survey was obtained making it 99% complete. A new acknowledgements

* See Attachment XIV,
* See Attachment VIL
¢ See Attachment IIL

7 See Attachment 1.



¥ See Attachment XI

section was added, giving detailed contact information for those experts in the
region who participated. The Survey has received wide recognition, being
referenced in the Economist: Business Eastern Europe® and a German
Publication, Ost Wirtschaft Report’ . Hugh Pigott. member of the Editorial
Board of Butternworths Journal of International Banking and Financial Law,
became acquainted with the survey while at the Ukrainian Collateral Law
conference. Mr. Pigott passed it along to the other board members at
Butterworth's and a decision was reached to publish the survey in the
September issue. It was agreed that URCI would retain the copyright and IRIS
would be given 200-300 copies to disburse at their own discretion

Other activities included co-sponsoring with the concurrence of the
local USAID office a lecture by former Chilean Minister of Labor Dr. Jose
Pinera on pension law reform on June 8, 1995." A large audience heard Dr.
Pinera eloquent description of how Chile’s private pension system increased
pensions for poor people and permitted the formation of a capital market to
buy privatized state industries now making profits which go to pay for
pensions.

2. Lithuania.

As the quarter began, a potentially divisive rift was developing
between the two groups most active in collateral law reform in Lithuania. The
group of individuals who drafted the currently ineffective "Hipotekos
Istatymas", and who had previously been supportive of the Ministry of
Justice’s attempt at producing a separate law and system for the
collateralization of movable property, reversed their position, and contended
that their 1992 law was capable of governing all secured transactions in
Lithuania. MOJ officials asked IRIS to opine as to the propriety of a law,
which purports to govern the collateralization of both types of property and
otherwise assist with regard to averting what would have been a time
consuming and negative turn of events.

IRIS-Lithuania project director John Corrigan, who had already
provided an opinion letter for the MOJ and the Vice-Chairman of the Seimas,
approached the drafters of the Hipotekos Istatymas. and suggested several
meetings to discuss the practical reasons that underlie the separation of the two
systems in all western systems, to discuss how the Hipotekos Istatymas might
be amended. and finally to discuss secured transactions law in general. The
drafters agreed, and throughout April such meetings occurred. Early in the
process, Corrigan suggested that the pace of the reform would quicken if they
were to work with the official drafting team whose work IRIS was supporting.

? See Attachment XII.

" See Attachment X.



They agreed after meting with Jadvyga Aleksaite, Chief of the MOJ's Private
Law Division, and with Daina Petruaskaite, a staff lawyer at the MOJ. Shortly
thereafter, they and the Ministry agreed that the Hipotekos Istatymas was,
indeed, better suited to immovable collateral, and. in a small compromise, to
movable property that is subject to genera! registration (e.g. automobiles).
They crafted extensive amendments to the Hipotekas Istatymas, including three
that Corrigan specifically suggested: (1) that the law permit the attachment of a
previously created security interest to "after acquired” property; (2) that, to the
extent that the Hipotekas Istatymas will govern the collateralization of certain
types of movable property, it should allow collateral to be described
categorically: and (3) that the law should deliberately instruct the MOJ to draft
a law governing the collateralization of movable property as soon as possible
(the Lithuanians chose to insert "before | January 1996"). The amendments
were submitted to the Seimas and are to be considered by the full Seimas by
July 1995.

In the course of this process, Corrigan invited three drafters to become
part of the "movables” effort and to become IRIS consultants. All three of
them enthusiastically agreed and quickly completed necessary formalities.
Thereafter, in May, Corrigan continued his "primer sessions” with these three
individuals. covering such issues as the scope of the law’s coverage, type of
property governed by the law (including accessions and fixtures), and
"enterprise” security interests.

A common complaint in Lithuanian legal and business circles is that
too few business persons or bankers are concerned about collateral law at all.
To involve these constituencies in collateral law reform, Corrigan undertook
several "consensus building activities during the quarter. On 7 June, Corrigan
spoke before the Lithuanian Commercial bankers Association monthly meeting.
The group meets 8-10 times per year to discuss issues of concern to the
banking community. Earlier in May, Corrigan met with reporters from
Verslos Zinios (Business News) a Lithuanian business weekly launched in mid
1994 with very wide circulation within Lithuania. Corrigan and the reporters
discussed the need for collateral law reform in transition economies, IRIS-
Lithuania’s goals, and the status of collateral law in Lithuania. The next day,
at Corrigan’s suggestion. the reporters interviewed Jadvyga Aleksaite (MOJ),
and Rasa Melinkiene, one of the drafters of Hipotekas Istatymas. The
following week. Verslos Zinios published a front page lead article on the
subject. extensively quoting Corrigan and Ms. Melinkiene. In laie May and in
early June, Corrigan met with Laime Cemnaite, Vice Chairman of the Board of
the Bank of Lithuania. in an effort to involve Lithuania’s Central bank in
Collateral Law Reform. As a result, the Central bank has proposed one
individual to work with the IRIS supported drafting group.

Finally in June, the World bank's Economic Development Institute
invited Corrigan to teach the collateral law section for a seminar entitled
"Development of a Commercial Law Framework for the Baltic States”. to be
held 3-14 July 1995 in Vienna. IRIS nominated five Lithuanian participants
for the seminar.
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3. Bulgaria.

On May 23, after one week of orientation in Poland reviewing
IRIS-Central Europe operations and procedures, Mark Beesley launched IRIS’
activities in Bulgaria. Mr. Beesley is a former CEELI Commercial Law
Liaison who worked in Sofia from January 1994 to March 1995.

IRIS-Bulgaria expects to build on the collateral law reform framework
Beesley helped establish with the Center for the Study of Democracy (CSD), a
think-tank and nucleus for commercial law reform in Bulgaria. In addition to
drafting a work plan, organizing a small office at the CSD and hiring an office
and project coordinator. Director Beesley has identified and met with the core
members of a collateral law "Drafting Group". The Group wi'l officially
commence its work in July, but began on June 8 meeting on a weekly basis to
organize itself and identify impediments to passing a workable secured
transaction statute. At its first informal meeting, the group elected CSD
lawyer and Bulgarian American Enterprise Fund counsel Stephan Kyutchukov
as its chairperson. CSD has issued newsletters highlighting earlier CEELI-
IRIS cooperation in collateral law reform (see Attachment 8).

In mid-June. Beesley and Kyutchukov met with Bulgarian Minister of
Justice Mladen Chervenyakov to review IRIS objectives and secure the
Ministry’s support for those objectives. The Minister stated that he backs
IRIS’s efforts completely and asked Beesley to help the Ministry draft a
legislative agenda to help secure approval of a new faw."" He also asked that
IRIS coordinate its work with Vessela Stancheva, a lawyer at the Ministry and
member of its Legislative Council. Ms. Stancheva is familiar with collateral
law issues and attended the February IRIS Collateral Law Conference in
Warsaw.

One of the more substantial objectives for IRIS-Bulgaria is to help
develop and implement a central pledge registry system. Beesley and
Kyutchukov met with World Bank Economist Lubomir Mitov in mid-June to
discuss World Bank participation in accomplishing this and other collateral law
objectives. Mr. Mitov declared that the World Bank enthusiastically welcomes
IRIS to Bulgaria. He noted that a soon-to-be-released Bulgaria private sector
assessment highlights Bulgaria’s collateral law problems and he agreed that the
World Bank can play a key role in helping to develop a central pledge
registry. As an initial effort to cultivate interest in and understanding of
registry systems, IRIS and the World Bank have agreed to sponsor a Pledge
Registry Development Conference, tentatively scheduled for October 5 and 6.
This will follow the visit of several key Bulgarians to Norway from August 23
through 27 to view the Norwegian central registry system sponsored by IRIS-
Central Europe for participants from the entire region.

After consultations with USAID, the Ministry of Justice and numerous
Bulgarian jurists, IRIS-Bulgaria prepared a draft work plan. The plan,
modelled on the IRIS-Poland Project, will be ready for distribution in July.

' See Attachment XIII.



4. Macedonia.

As no LTA had been chosen. William Rich of IRIS Central Europe
was sent to Macedonia as acting director until the permanent LTA could be
put in place. Mr. Rich arrived in Skopje on 6 June 1995 and began the work
of setting up the drafting team, identifying the collateral law contact group and
seeing to the administrative responsibilities of setting up the office. Professor
Stefan Georgievski of the Law Faculty of Cyril and Methodius University,
identified by Ronald Dwight as the top expert in the country, is the prospective
Collateral Law Coordinator and leader of the drafting team. The make-up of
the full drafting team is still being discussed.Prof. Georgievski will also work
closely with two judges experienced in secured transactions. For the broader
contact group Rich met with appropriate contacts at the Ministry of Justice,
Ministry of Finance, The World Bank, the National Bank of Macedonia as
well as USAID contractors, the IMF, and other bodies working on bank
restructuring. Under Secretary Dragan Tumanovski, the main contact at the
MOJ, agreed to provide one representative from the MOJ and one from the
judiciary to participate in the inspection trip to the Norwegian Central
Registries. The third Macedonian will be chosen by the drafting team.

At first Rich explored the option of locating space within the Law
Faculty, but decided that it would not be in the best interest of the program.
Another space was located. which is inexpensive. spacious. comfortable and
conveniently situated in the center of Skopje. Arrangements will be finalized
in July. It was determined that IRIS-Macedonia should be registered as a
representative office of a foreign company. A lawyer with competitive rates
was identified to handle this. After the registration is completed, computer and
office equipment can be purchased tax free.

5. Croana.

It was decided to invite two Croatians involved with collateral law
reform to participate in the visit to the Norwegian Central Registries in August
1995, using USAID funding set aside for collateral law. William Rich spoke
to one contact who identified Professor Mihaljlo Dika as the best candidate to
go. IRIS contacted the USAID mission in Zagreb, and others, regarding this
but received no response.

6. Albania.

William Rich spoke with the CEELI representative in Tirana and made
tentative plans to visit Albania in July 1995. The purpose of the trip will be to
determine the climate for possible collateral law work there and to possibly
identify an Albanian participant for the Norwegian Central Registries Trip.

7. Ukraine.

Although IRIS-Central Europe is not funded to work directly in
Ukraine, it was asked to assist the IRIS-NIS project in initiating collateral law
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reform activities in the Ukraine. All this technical assistance was paid for by
funds earmarked for the Ukraine and not from any IRIS-CE funding. Clara
Lipson of USAID-Washington and IRIS-NIS organized a two-day seminar
followed by a public policy breakfast on collateral law in Kiev from May 15
to 19. IRIS-CE Director Ronald A. Dwight, Dr. Tomasz Stawecki of the
Warsaw University School of Law and IRIS collateral law coordinator, and
Hugh Pigott, Esq., IRIS collateral law consuitant and former partner at
Clifford. Chance all went to Kiev to assist Ukrainians meeting to review their
collateral law situation and plans for improvements. The two-day workshop
was followed by a public policy breakfast with the President of the National
Bank of the Ukraine. Plans are now underway for the launching of a collateral
law project at the request of the National Bank. [RIS-CE is making
suggestions and recommending personnel to assist this separate project.

Progress report
POLAND/CENTRAL EUROPE

A. Technical Implementation

Activitics Planned for [ Current Explanations
Reporting Quarter Status
~Collateral Taw project 2 Ronald Dwight met with Mr.
Kazimierczak and Mr. Krysiak of the
Polish Development Bank to discuss
collaieral law (6 Apr).
Meeting with Prof. Zedler (6 Apr).
Meeting with Marcus Rodlauer from
the International Monetary Fund (25
Apr).
IRIS negotiated hiring, as external
consultant, Prof. Anna Fornalczyk
(former President of the Antimonopoly
Office) who is now member of the
board in one of the major banks to do
lobbying for collateral law.
Meeting with Tomasz Stawecki (29
May, 20 Jun).

Annual meeting of EBRD in London 1 Ronald Dwight and IRIS consultant -
Tomasz Stawecki traveled to London
(8 Apr - 11 Apr) to participate in
EBRD meeting. They also took part in
the London Meeting on Investment in
C&EE (8 Apr).




Cooperation with Center for Strategic &
International Studies (CSIS)

I

Wilham Rich and Artur Nowicki,of
IRIS-CE met with Jeffrey Abramson
from CSIS (11 Apr). IRIS
representative Witold Sulimirski took
part in CSIS-U.S. Europe - Poland
Action Commission at the Plenary
Session in Berlin. William Rich
prepared materials'* (19-20 May).

Moscow Economic Conference

Ronald Dwight traveled to Moscow
and spoke at conference organized by
Yegor Gaidar (13 Apr - 15 Apr).

Central Registry Project

™

Official Introduction Meeting of the
Polish National Judaical Register
Center (CORS) was made in Popowo
Conference Center of the Ministry of
Justice (18 Apr).

Ronald Dwight met with Mr. Bylica at
the Council of Ministries (12 Jun).

Cooperation with the British Chamber of
Commerce

Third Annual Generai Meeting of the
Chamber’s members at the British
Embassy Commercial Section was
organized (24 Apr).

Monthly breakfast meetings (27 Apr,
31 May, 29 Jun).

Coordination with the World Bank

8

Ronald Dwight met with Peter Kyle
(24 Apr, 25 Apr with Tomasz
Stawecki, 30 May).

Ronald Dwight, Ewa Szymaiiska, IRIS
Vice Director, and Artur Nowicki,
IRIS legal advisor, met with the World
Bank representatives (30 Jun).

2 See Attachment XV.
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Bankruptcy Project

8%

Ronald Dwight met with Richard
Coates from Deloitte and Touche (24
Apr).

Deloitte and Touche, with IRIS
assistance, organized one day
conference on Insolvency issues (26
Apr)."

Ronald Dwight attended Deloitte and
Touche Bankruptcy Conference in
Macedonia (11-12 May).

Meeting on Bankruptcy at Deloitte and
Touche (30 Jun).

Educational films about collateral law
and intellectual property (technology
commercialization)

The film on intellectual property
"Supez" was broadcast (25 Apr)."
Collateral law film "How to earn
money on bankruptcy” was
broadcasted (6 Jun) and was followed
by studio discussion of Tomasz
Stawecki and Judge Dariusz Czajka.
About 1.6 min viewers watched each
of the films."

Cooperation with the foundation CASE

Ronald Dwight met with Ewa
Balcerowicz, CASE Vice-President (27
Apr). Meeting (23 May). Seminar on
Development paths of international
financial markets organized by CASE
and Polish Credit Bank.

USAID

One day meeting of USAID in
Jabtonna (28 Apr). Meeting with
USAID Banking Specialist Artur
Wielkoszewski (5 May, 6 May).
Networking meeting at U.S. Embassy
(25 May, 29 Jun).

CASE briefing for USAID (22 Jun).
Meeting with John W. Wojtowicz (23
June).

" See Attachment XIV.

" See Attachment VI

* See Attachment IIL
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SMEs and investment and business
related activities

Ronald Dwight participated in the
office opening of the Polish Federation
of Independent Entrepreneurs (5 May).
Polish Issuers and Investors Forum (24
May, 21 Jun).

Ronald Dwight participated in the
meeting at the Ministry of Industry
and Trade on Stimulation and Growth
of SMEs in Poland through the
Reform of Financial Sector Policy (14
Jun).

Task Force meeting for the
Development of SMEs (21 Jun).
Presentation on State policy toward
SME:s given by Parliament Group of
Entrepreneurs, Gemini Project and the
Ministry of Industry and Trade at Sejm
(29 Jun). '

Expansion of program to Macedonia

g

Ronald Dwight traveled to Skopje to
participate in the Workshop Insolvency
Issues (10-12 May).

William Rich traveled to Skopje as
acting director until LTA could be
hired (6 June).

USAID Ukrainian Collateral Law
Conference )

Ronald Dwight and Tomasz Stawecki
traveled to Ukraine to participate in
the conference in Kiev (16-18 May).

Cooperation with PADCO 2 Ronald Dwight met with John Olaisen
and PADCO representatives (23 May).
Meeting with Roman Pryjomko (26
May).
Meeting with PADCO and John
Olaisen (31 May).

Cooperation with the Warsaw Institute 2 Meeting (25 May, 6 Jun).

of Banking

‘Social Tnsurance Reform project 2 Ronald Dwight met with Nicholas

Studziriski (30 May). Conference on
the Reform of Social Insurance as a
Condition of Economical Growth (8
Jun) organized by Adam Smith Center.

Real Estate conference in Cracow

Ronald Dwight participated in the
conference on Real Estate market
reform organized by Cracow Real
Estate Institute (9 Jun).

12




" Cooperation with Foundation of 2 Artur Nowickt IRIS Tegal advisor met
I Education and Banking Research with Prof. Antoni Kantecki the
president of the Foundation of
Education and Banking Research (16
Jun, 20 Jun, 26 Jun).
Signing of an agreement (Jun 29).
Interviews concerning coliateral law. I Louisa Vinton ot the Economist
Intelligence Unit interviewed William
Rich (21 May) and Ronald Dwight (23
May). Front page article appeared 29
May 1995.'
Artur Nowicki was interviewed on
Polish Radio Program I (11 May).
Preparation of the Polish Model 3 Prof. Michat du Val and doc.
Contracts for Technology Wojciech Tabor will complete their
Commercialization Projects. book on July 18.
(n Action completed
(2) Action in process
(3) Action delayed
4) Action canceled
Major Activities Planned for Estimated Entity Responsible for Action
Next Quarter Completion -|
Date
[Collateral law project in Macedonia - Hire LTA in US. T
Intellectual property workshop 13/09 [RIS will assist High Pressure

Research Center and CETE in the
preparation of a workshop on
intellectual property. This workshop
will be organized at the International
Conference on High Pressure Physics
held in Warsaw.

B.Project Administration

rchasing ot computer equipment

| Planning "Activities for Current
Reporting Quarter Status

Explanations

Hiring Ewa Szymanska

Ewa Szymanska (advisor to the former
President of the Antimonopoly Office)
will be a vice director at IRIS.

Hiring Roman Groysman

'* See Altachment XI.
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Damian Sobien’s trip to Lithuama

Damtan Sobien went to IRIS-Lithuania
to establish there a financial system.

Hiring Monica Gessner

Monica Gessner has been working on
IRIS budgeting system.

Lease extension

IRIS renegotiated the office lease
agreement with American Studies
Center.

Current Status Key:

(n
(2)
(3)
(4)

Action completed
Action in process

ITL

Action delayed
Action canceled
Activities Planned for sumated Entity Responsible for-Action
Next Quarter Completion :
Date
Hiring of receptionist to replace Robert 8-9/95 [ IRIS Warsaw office
Byers
Hiring of driver to replace Witold 8-9/95 IRIS Warsaw office
Zawisza
Hiring of financial assistant 8-9/95 | IRIS Warsaw oftice
FINANCIAL DATA
To Be Defined.
LITHUANIA
A. Technical Implementation
Activities Planned for Current Explanations
Reporting Quarter Status
Extract agreement from the drafters I Corrigan met on several occasions
of the current law regarding with drafters of "Hipotekas
separation of movables from Istatymas": Rasa Melinkione, Dalia
immovables Vidickiene, Salomcja Rasinskaite
of New Economic Institute (NEI).
As a result NEI retracted its
opposition to IRIS's and MOJ’s
efforts at producing separate law
on movables (April).
14



Activities Planned for
Reporting Quarter

Current
Status

Explanations

Deliver Lithuanian language
translations of relevant law review
articles.

IRIS-Lithuania translated into
Lithuanian essay by Professor John
Spanogle. articles by Heywood
Fleissig of WB. and US style
commercial loan agreement
(April).

Expansion of Collateral Law Work
Group.

The 3 drafters of "Hipotekas
Istatymas":Rasa Melinkione, Dalia
Vidickiene, Salomcja Rasinskaite
agreed to work as IRIS consultants
and completed a biosheet (May).
Corrigan met with Laime Celnaite
of Lithuanian Central bank
regarding inclusion of member of
banking community (May).

Produce itemization of conflicting
statutory regulations and legislative
initiatives.

Completed and delivered to MOJ
(May).

Consensus building article and
public speaking engagements.

Corrigan worked with reporters
and MOJ officials on an article
emphasizing importance of
collateral law. Verslos Zinios
(Business News) published cover
story on the subject, extensively
quoting Corrigan and including his
picture (11 May).

Corrigan addressed Lithuanian
Commercial Bankers' Association
regarding claim enforcement and
western remedies (May).

15



Activities Planned for
Reporting Quarter

Current
Status

Explanations

Interdonor coordination

Corrigan met and discussed
secured transactions with Barbara
Lee, WB Country Director; James
Riley Pitt, EBRD Senior Banker
for the Baltics; Jan Hendrik Rover,
EBRD Secured Transactions
Project; Alan Babbington Smith,
EBRD Economist and member of
the Board of Directors Lithuanian
Development Bank; Ulf Hindtrom,
Nordic Investment bank.

Corrigan Discussed collateral law
component of WB upcoming
"Commercial Framework for the
Baltic States" (26, 31 ‘May).

B.Project Administration

Planning Activities for Current Explanations
Reporting Quarter | Suatus ‘
[Contact with AID mssion | 1| Informal interim report delivered, |
meetings with Mission Rep. Nicholas
Jenks conducted, meeting with other
staff members.
Purchase computer, printer and 3 Procurement documentation submitted
dedicated phone line to AID- Washington (26 May).
Obtain laptop. ] Delivered 10 April.
Financial reports/Replenish working [ Tranches submitted every 14 days,
account bank reconciliation statement at the end
of each month,
Obtain completed biosheets from | Obtain AID Vilnius relevant local hire
Lithuanian consultants. pay scale information.
Current Status Key:
(D Action completed
(2) Action in process
3 Action delayed
4) Action canceled
16
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A. Technical Implementation

Activities Planned for Estimated Entity Responsible for Action
Next Quarter Completion
Date
Coordination with Ministry of 9/95 IRIS-Lithuania

Agriculture officials and
Agriculture Committee rembers
who oppose "movables” effort.

Obtain unequivocal decree that 9/95 IRIS-Lithuania
Seimas and government desire
separate movables draft. and that
draft will be accorded all due
consideration when produced.

Elicit assistance of WB’s Financial 9/95 IRIS-Lithuania
and Enterprise Sector Reform Team
regarding locally based opposition
to movables law.

Produce initial scope of coverage 8/95 IRIS-Lithuania
draft with those group members
willing to work to produce a draft
in the absence of a relevant decree
from the Seimas. Alternatively,
establish relationship with Min. of
Agriculture in the event that the
amendments referenced above are
not enacted by the Seimas.

Continue consensus building 9/95 IRIS-Lithuania
activities by producing follow up
article for Verslos Zinios and
further public speaking
engagements.

B. Project Administration

Planned Activities for Current Explanations
Reporting Quarter Status
Continued AID coordination 7-9/195 IRIS-Lithuania
Finalize arrangements for payments 8/95 IRIS-Lithuania
of individuals
Prepare level of effort estimates 8/5/95 IRIS-Lithuania
Complete budget projections 8/15/95 IRIS-Lithuania

17



Hire one receptionist/support 9/1/95 IRIS-Lithuania

person
Obtain computer equipment 8/1/95 IRIS-Lithuania
referenced in the previous section

Minor office renovations 9710/95 IRIS-Lithuania

BULGARIA

A. Technical Implementation and Project Administration

Activities Planned for Current Explanations
Reporting Quarter Status
Office Space 2 Mark Beesley met with officials

from the Center for the Study of
Democracy to discuss- leasing
agreement (6 June).

Collateral Law Drafting Group 2 Beesley met with core members:
law professors Angel Kalaidjiev,
Alexander Katzarsky; Judge
Borislav Belazelkov; attorney Silvy
Cherev and CSD Program
Coordinator and Bulgarian
American Enterprise Fund Counsel
Stephen Kyutchukov (8 June).

Cooperation with Ministry of Justice 2 Beesley met with MOJ Advisor
Vessela Stancheva to discuss
Beesley's letter to Minister of
Justice and to solicit Stacheva’s
participation in drafting group (9
June).

Beesley and Kyutchukov met with
Minister of Justice Chervenyakov
and Stancheva to review IRIS’s
objectives and seek MOJ
cooperation (16 June).

18



Activities Planned for
Reporting Quarter

Current
Status

Explanations

Cooperation with USAID

Beesley met with AlID rep John
Tennant and Private Sector Officer
Skip Kissinger to provide entry
briefing and review IRIS’s
objectives (16 June).

Beesley attended AID Business
Sub group meeting and briefed
participants on IRIS’s objectives
(19 June).

At USAID request, Beesley
arranged for AID SME advisors to
meet with Kyutchukov and
Kalaidjiev. Beesley, Kyutchukov
and Kalaidjiev. discussed the legal
framework in Bulgaria and how it
effects SME development (22
June).

Cooperation with World Bank

Beesley and Kyutchukov met with
WB Economist Lubomir Mitov to
discuss WB participation in the
collateral law project and
assistance in developing a registry
system (15 June).

Meeting with U S Ambassador
William Montgomery

Beesley gave briefing and review
of IRIS objectives (13 June).

Meeting with U S Commercial
Attache Patrick Hughes

Beesley discussed bankruptcy,
foreclosure and collateral law and
also answered questions on
intellectual property law.

MACEDONIA

A. Technical Implementation and Project Administration

Planned Activities for Reporting Current Explanations
Quarter Status
Office Space ] Space in center of Skopje
located, usable as office and/or
living space. Contract and first
rent installment paid 5 July.
19
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[ Planned Activities for Reporting
Quarter

Current
Status

Explanations

Collateral Law Drafting Team

William Rich met several times
with various members of the
team. Professor Stefan
Georgievski was tentatively
identified as leader of the effort
and he recommended three junior
colleagues at the Law Faculty to
work with him: Vesna
Pendovska, Sasho Georgievski
and Goran Koevski. All received
model drafts to review and
Biodata sheets to complete
(June). The composition of the
team was discussed with AID.

Cooperation with Ministry of
Justice

Rich met with Undersecetary
Dragan Tumanovski. the main
contact person at the MOJ, to
review [RIS’s agenda and choose
Norway Group 14 June).

Rich sent formal letter to
Tumanovski, proposing that he
select representative from MOJ
and Courts for Norway trip (25
June).

Cooperation with Ministry of
Finance

Rich met with Venislav Efremov,
manager of Legal Services -
Property law Affairs to discuss
IRIS agenda and central pledge
registry (26 June).

Collateral Law Group

In addition to MOF and MOJ,
Rich met throughout the month
with various other experts to be
included at different levels in the
collateral law project: Diane
Mendoza, Leslie Mathews,
advisors to the Governor of the
Bank of Macedonia (bank
restructuring); James Satterfield,
Barents; Snazana Bundaleska
National Bank of Macedonia;
Alberto Eugren, The World Bank
(June).
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Planned Activities for Reporting Current Explanations
Quarter Status
Registration 2 Attorney identified to handle
registration of [RIS upon receipt
of documentation from CP.
Norway Central Registries Trip 2 Decision made to take member of
drafting team. representative from
MOJ and from courts.
Current Status Key:
(nH Action completed

(2) Action in process
3 Action delayed
4) Action canceled

Il FINANCIAL DATA To be supplied.

Iv. ATTACHMENTS

Attachment I ........ ... ... . 0 i USAID Internet Repcrt by Adam Wasilewski
Attachment IT . ... ... ... .. . . i Notice of Wituld Czachérski’s Death
Attachment IIT . . . ....... Notice, newspaper advertisements and review of IRIS film How ro Make

Money in Bankrupicy
Attachment IV .. ... ... L L White and Case Report "Polish Business Legislation"

Attachment V .. ........ .. ... .. ..... Report from the Ministry of Industry and Trade, which
mentions the Law on Registered Pledges and the Pledge Registry (Polish and English).

Attachment VI . . ........ ... .o o it Announcement for IRIS co-produced film Supez
Attachment VII . .......... Book on bankruptcy in Poland by Dr. Jan Brol, co-sponsored by IRIS.,
Attachment VIIT . ............. .. ..o oo Bulgzrian Magazine VESTI mentioning

collateral law and IRIS Bulgaria Director Mark Beesley

Attachment IX . ............ Book Poradnik Kreditowy Bankowcdw (Credit Advisor for Bankers)
with article by Ronald Dwight
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Attachment X .

Attachment XI

Attachment XII

Attachment XIII

Attachment XIV

Attachment XV

#2 DAWPSI\RDVQTLY.1S

........................ Program and articles concerning IRIS co-sponsored
conference organized by the Adam Smith Center, featuring Dr. Jose Pinery.

......................... "No Deposit No Return”, article in The Economist
Intelligence Unit:Business Eastern Europe, about Polish Collateral Law,
quoting William Rich, Ronald Dwight and mentioning collateral law survey.

Fax from firm AGV. which refers to the mention of
the Collateral Law Survey in the German press.

.......................

Correspondences between Mark Beesley and Bulgarian Minister of Justice

Program for Deloitte and Touche Bankruptcy Conference

Materials, Article from Zycie Gospodarcze,and report from CSIS
Berlin Conference

..............
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| ATTACHMENY 1 |

-
Internet Re+search for USAID
PART I

STUDY:
Internet Access for USAID
Contractors

PARTII

Adam Wasilewski, Computer Consultant,
ul. Czeczota 15/3,
02-607 Warszawa, Poland
email address: irisa@plearn.edu.pl

Warsaw 12/06/1995



The chart of the ATM system:

Polpak
network
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local dial-up
access

leased line

non Warsaw users

16 modems

dial-up access

designed by Adam Wasilewski



The chart of USAID system

leased line
64 kb/s

non Warsaw
users

modems

dial-up connection

designed by Adam Wasilewski



| ATTACHMENT Il |

658 17 23,658 17 65
® Agencja Ochirony zatrudni pracownikéw
{ 2 bronig ostrg, gazows i bez bron. Biuro;

’ QuswiddCZeniem Grojecka 77, 659 22 00,

Warszawa, ul. Augustéwka 1, w zakladzie
| Prefabet, I p pok 16 - tel. 40 99 g,
‘ 427271 wew 140, w godz. 9.00 - 14,00,
@ Agengia zatrudni mezczyzn do ochrony
Z bronig i bez tel. 37 18 19
® Apteka na Ochocie zatrudni technika
farmaceutytznegq 235134
@ Asystentka dyrektora, jez. angielski,
dobrze widziana Znajomos¢ marketingu.
Zgloszenia 21.06.95 od 12,00 do 16.00
Lang-Rover W-wa ul. Marszatkowska
27135
® Alrakeyjna praca dla 0s6b do 30 lat -
663 43 00663 98 10 w.1007.

’ o Autoalarmiste stas 781 97 02

Naboiefistwo zajobpe odbedzie
0 godz. 1145 w kocicle &w. W

Iniews

Biuro Rekiam | Ogloszer ul. Nowy Swiat 27 1, (0-22) 26 90 81, fax 26 14 34
— R U Nowy Swial TR EXb 1434

13 czerwea 1995 roku w Poru
nasz serdeczny przyjaciel i

ROGER MARTINS

choﬁmiatjcs(dlauas

ktére odbedzie sic w dniv 23 czerwea 1995 roku (pigek)

0 godz 18.00 w katedrze polowej WP pod
ul. Diuga 13/15
prryjaciele

W doiu 16 czerwea 1995 roku zmarfa w wieku 84 lat

sTp
MAGDALIdENA PANKOWSKA

stomatolog
si¢ w dniu 23 czerwea 1995 roku,
incentego (drewniany) na Brédnie,
0 €zym zawiadamiajy z glebokim zalem
mqz, synowie I jonami | wnuki
Za_zaistmiala pomylk

Naszej Drogiej
Celince Wlodarczak
najserdecznicjze stowa wspblczucia z po-rody Smierci
Meia i nagego Przyjacicla
EDMUNDA WIODARCZAKA
skladajy pograzeni w smutiy
Litni i Wedzichowie

2agraniczna zaprasza elokwentne panie z
wyksZiaiceniem min. $rednim. Po okresie
probnym etat, stale wynagrodzenie,
premie - 46 51 11,46 40 40, 46 04 47.
@ Do serwisy Sprzgtu biurowego -
samochdd, pozadany angielski, tel,
384081, 14.00-16.00

® DO sklepu oganospoiywrzego
2atrudnie 40 91 90,

® Do sztablatury 31 26 07

@ Do wyidadzin, sufitow, remontow -
pracowitych 614 68 52.

@ Do wylewania posadzek betonowych -
1508 39 po 20.00

® Duza firma marketingowo-
dystrybucyjra Poszukuje:sekretarki,
kierownika badan marketingowych i
organizatora projekidw. Prosic Emilig
Szymkiewicz, tel. 620 63 99

galii zmarl nagle
wspanialy Czlowiek

glebokim wstrzasem.
bozetistwem zatobnym,

wezwaniem Krélowej Polski,

4

o e ULIOSG dnigelSKego.

@ Eiektrykom, elektromechanikom -

663 40 80.

o Emeryta-renciste do prowadzenia
zakladu obrobki skrawaniem - $lusarsiim
w zakladzie Zamiejscowym + hotel, tel.
7512784

® Energicznym handlowcom,
ekspedientce, bielizna 614 4019

©® Farmaceutom -§17 65 54,

@ Firma bankowa zatrudni
maturze do sekretariaty, Tei, 6287103,
6212467 §0dz.8.00 - 16.00
® Firma Zatrudni kierownikéw
budowy, majstrow (wyjazdy Zagraniczne)
0faz murarzy, tynkarzy, malarzy, blacharzy,
dekarzy, glazumikéw, kamieniarzy, cie4i.
Nowbud; Ciotka 16 pok 427.
® Firma budowiana zatrudni SZtukatordw
do pracy w Niemczech 7 waz
paszportem, 663 98 10 /20, wew, 1287

Bronistawi

Antoninie

roku
majukochafiszy

Hedakq;anieodpaw;adazahes«fzamészmmogoszm
SNG4 Nie odpown T iogoszed

Naszej drogiej Kolezance
nauczycielce Szkoly Podstawowej nr 335 w Warzawie-Bemowie
wspbiczucia z powodu fmierci

skladajz
2 pra
Szanownej Pani
Wwyrazy glcbokiego wypblerucia z powodu émierci Meza

prof.
WITOLDA CZACHORSKIEGO
skladaja

dyreltor IRIS-Central Europe,
onald A. Dwighs i f

Mai, Tatué i Dziadzius

@ Firma poisko-austriacka zatrudni
eksport manager wyksztaicenie wyzsze
mezczyzna wiek 25-30, biegly j. rosyjsid,
PC, prawo jazdy. Zainteresowane
prosimy o kontakt, tel. 46 46 58,4644 77
@ Firma polsko-austriacka zatrudnj
kierownika produkdii wyksztalcenie
$rednie techniczne, mezczyzna wiek 28-
35, podstawowy |. angielski, PC, prawo
jazdy zainteresowane 0soby prosimy o
kontakt, tef. 46 46 58, 46 44 77

@ Firma poszukuje miodego mechanika z

niemieckim, do serwisy - 37 36 97
@ Firma poszukuje miodej sekretarki,
niemiecki pozadany -37 36 97

@ Firma produkcyjna w Raszynie zatrudni

operatoréw maszyn. Wymagane rednie
wyksztaicenie techniczne, tel. 720 26 14,
72026 15, 720 50 49

e Jableckiej

i rodzice kla

Czachérskiej

odzcdlodnzswwickunla(

: ksiegowosdi,
ki i, komputer 45 36 75.

DT e balaley, Slal pRAcy,
fachowos¢, 1092 19

® Handlowcowi - angieiski - 617 65 54,
@ Handlowcowi, Wyzsze wyksztalcenie -~
elektroniczne lub informatyczne, bardzo

dobry |. angielski. Odpowiedzialne

stanowisko, produkt managera w grupie

profesionalnych urzadzer: komputerowych,

410056.

® Handlowiec, nieruchomoda - 663 4072

IZBA GOSPODARCZA zatrudni
do DZIALU INFORMACU!
WYMAGANIA: majomosé

Programéw world, excel,

® Kasjerki do skiepy Spozywczego

Czemizkowska 203 758 03 35

@ Kelnerld, kelnerdw, restauracja,

Gréjecka 42, 22 1267

@ Kierowza kat. .C* do dystrybudii lodéw,
in, 756 40 32

OPGeroweezMasnym 126 p pizzeria
Vasuvio®

. 3a Ursynéw

@ iGerowey 633 33 08
OKrawuowe-bardzodobrewamnid
239191

0ijm1/2etatu.342011

® Ksiegowg z min. 5-letnim statem pracy,
w§ekdo40|at-279544.
OKSiegamia-mlzyka,u&SG.
OKsiegowa-energizznaosobadodzia!u

Kucharke, gammazerke do banu, pomoc

/do bufety, 25 44 23,

@ Kwiaciamia Pi.Wilsona zatnudni miodg

@ Libella® Sp.7 0.0, 2Zatrudni od zaraz

pracownikéw do dziaty administragi,

wyksztaicenie drednie. Tel, 465368 w

Qodz. 8.00-15.00

® Lubisz giong muZyke, fajng atmosfere

dmszdobrzezambié-aagaaa.

Magazyniera z uprawnieniami na wozek

widlowy przyjme do pracy w hurtowni,
1adczenie w 2y ekeldrycznej mile

widziane, tel. 46 04 69 w godz. 13.00-

16.00

® Malarza 1/2 etaty; 35 98 36

® Malarz - glazumik 672 32 98

o Malarzy-gipsiarzy, monteréw Scianek

| gipsowych tel, 620 83 15
L Czwnfli ,2_2_‘35’5”"“ 1995 GAZETA WYBQRCZA
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Zarobié na bankructwie

(A) ,Jak zarobié¢ na bankruc-
twie’ ~ to tytud filmu wyéwietlone-
go wczoraj na konferencfi zorgani-
zowanej przez Ministerstwo Spra-
wiedliwosci i polsko-amerykafiskg
firme Iris. Konferencja po§wigcona
byla przygotowywanemu projekto-
Wi ustawy o zastawie rejestrowym,

Zastaw polega na tym, z¢ dluznik
daje wierzycielowi jako gwarancjg
splaty dlugu jaki§ przedmiot. Jeski

dlug nie zostanie splacony - przed-
miot ten przechodzi na wiasno§é
wierzyciela. Przedstawiony wczoraj
projekt zaklada powolanie instytucji
zastawu rejestrowego, czyli lakiego,
w kiérym zastawjona rzecz moze po-
zostaé w dyspozycji dluznika.

Obowiazujace przepisy o banko-
wym zastawie rejesrowym sj nie-
doskonale. AferzySci potrafig wielo-
krotnie zastawiaé t¢ samga rzecz. Do-
piero powszechnie dostepny, skom-
puteryzowany rejestr pozwolilby
kredytodawcom na szybkie spraw-
dzenie faktycznego stanu majatko-
wego os6b ubiegajacych sig o pozy-
czke.

Projekt przewiduje tez wprowa-
dzenie znanej na Zachodzie uzw,
umownej samopomocy. Gdyby dluz-
nik przestal wplacaé kredyt, bank
mégiby sam - bez poSrednictwa sadu
ani komornika ~ zaymowa¢ zastawio-
ne rzeczy i sprzedawaé je na licyta-
cji. Ale to tylko pod warunkiem, Ze
dtuznik zgodzilby si¢ na to juz na po-
czatku, podpisujac z bankiem umo-
we kredytu, (otka)

Jgbrowska | Barbara Warpechowska

& Ghighe Mer@zoﬂeﬂ@,



IRIS Central Europe

uprzejmie zawiadamia, ze
6 czerwca 1995 (wtorek), o godzinie 22:15
w programie I TVP zostanie pokazany film pt.

w ramach cyklu "Ludzie-Wladza-Pieniadze"

Produkcja: Apple Film Production
Rezyseria: Jerzy Krysiak
Scenariusz: Jerzy Morawski, Krzysztof Krauze

Film ten zostat sfinansowany przez TVP, Program I oraz IRIS
{ze $rodkéw pochodzacych od Amerykanskiej Agencji Rozwoju Miedzynarodowego (USAID)].
Historia przedstawiona w filmie ilustruje sposoby nieuczciwego korzystania
z istniejacego systemu zabezpieczania wierzytelnosci pienigznych,

IRIS Central Europe

has a pleasure to inform you
that on June 6, 1995 (Tuesday), at 10:15 p.m. the film

will be broadcasted
on Channel I of Polish Television

Producer: Apple Film Production
Director: Jerzy Krysiak
Script: Jerzy Morawski, Krzysztof Krauze

This film was co-sponsored by Polish Television, Channel I and IRIS
with funds supplied by USAID. Although a drama, it illustrates how the existing
collateral and bankruptcy law can be used by dishonest businessman.
It will be followed by a short discussion by group of experts.
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TVP
(1] PROGRAM |

06:00 Kawa czy herbata?

Audiotele: 070055560 (2).
07:45 V.LP. - roazmowa Jedynki
08:00 Plerwsze pocatunki
08:30 Wszystko dla dzieci
09:00 Wiadomosci
09:10 Mams | Ja
09:25 Domowe przedszkole
09:50 Porczmawiajmy o drectach
09:55 Muzzy - angleiski dla dzleci
10:00 Joily Joker (4/22) - sestal
10:50 Mwycna Jedynka
11:00 Gielda pracy, glelda szans
11:20 Zaproszenie do stotu
11:30 Videofashion - magazyn mody
11:50 Sto lat - magazyn
12:00 Wiadomoécl
12:10 Agrobmes
TELEWIZJA EDUKACYINA DO 14:50
12:15 Magazyn Notowan”
12:40-14:50 Atom, Zwlandy, tycie
12:4C Korepetycje z fizyki
12:55 Ksiega cudéw techniki
13:10 Wielkle odkrycia w nauce

| technice
13:25 Pajeczyna
13:40 Kamlenie 2 tej I nie z tef Ziem|
13:55 tyk matematyki
14:10 Kuchnfa
14:25 Joystick - magaryn
14:45 W &wlecle nauk!

15:00 Mwzyczna Jedynka

15:30 Smietnik - magazyn ekologiczny
16:00 Plerwsze pocatunki - serlal
16:25 Ale blennale! - studio festiwalowe

X Blennale Sztuki dla Dzlecka

w Poznanlu
17:00 Teleexpress
17:20 Aria ze $miechem
17:40 Automanla - magazyn
18:10 Simpsonowie
18:30 Sensacje XX wieku:

.Na wiasne ryzyko”

19:00 Wieczorynka: Pszczotka Maja
19:30 Wiadomosci
20:10 _Parada” - ilm USA 1984

Rez. Peter H Hunt, wyk Alchael

Learned, Frecdore Forrest
21-48 Pute dnia

G A Z

T A

S T O ¢t

E €C Z N A

- TV WTOREK 6 CZERWCA

1TVYP 2215
LUDZIE, WLADZA, PIENIADZE

gospodarczych z KG Poligi.

bedzie wprowadzeniem do dyskus;ji.

Czy w driatalnosci gospodarczej obowiazuje zasada: 1o, co nie zabronione,
Jest dozwolone”®, czy obecny stan prawny Sprzyia nieuczciwym bimesmenom,
jakie instytucie czuwaja nad przestrzeganiem prawa w dziatalnosci
gospodarczef? - dyskutujq sedzia Dariusz Czajka, dr Tomasz Stawecki,
prawnik 2 UW i doradca bankowy oraz przedstawicie wydziatu przestepstw

Na zdjeciu kadr z filmu Jerzego Krysiaka . Jak zarobi na bankructwie”. Film

Rez. Jacob Goldwasser, wyk.: Arie
Maskuna, Daphna Rechter, Moti Giladi.
00:00 Panorama
00:05 Noce z Januszem K.:
~Maskarada” - film polski 1986
Rez. Janusz Kijowski, wyk: Bogusiaw
Linda, Adrianna Biedrryriska
01:45 Zakosczenle programu

POLSAY

i KANAL 35
08:00 Ritchie Rich (10)
08:30 Szczesliwy rzut
09:00 Sasiedzi {360) - serial
09:30 Jestesmy - magazyn {powt.)
10:00 Szpital miejski (88) - serial USA

1080 Flm na talefan Inaedimaniat

Pez. Jan Batory, wyk.: Maja Wodecka,
Olgierd Lukaszewicz, Andrzej Lapicki.

21:45 Kurler Warszawskl

22:60 Rozmowa dnia

22:30 Wilesci z Ratusza

22:45 Warszawskie premiery

23:00 Look Ahead (108)

23:15 Czerwony karzel

23: .5 Potegnanie

INNE TV

07:00 G8:00 Program nie kodowany 07:00
BBC News 07:30 Diabelski miyn 08:00

“n.an L .

mecum abonenta 18:30 Puchary zostaly
rozdane... - reportaz 19:00 Nasz cziowiek
w Parlamencie - serial 19:30 Kiementynka
20:00 Prototyp - film sf USA 1991 21:30
City sport - magazyn 22:00 Piosenki ze zgry-
zem 22:30 Blok reklamowy

09:00 Slorce 0 poranku 09:45 Studio Ursy
nat 10:00 Blok rekdamowy 10:30 Szpital Pree-
mienienia - film poiski 1979, rez. Edward Ze-
wie nieba - film japoriski 1980 13:30 tacry
my sie z kanalemn Poron 2 16:30 Blok rekla
mowy 17:00 Z muzycznym autografern 17:30
Okiem reportera; pogoda; Reklama 17:55
Stawni ludzie w ficzbach i kosmosie 18:15
Piosenka z dedykach 18:20 Masz prawo do....
18:40 Z wiasnq kamergq 19:10 Warszawski
fika komputerowa 20:00 Wydzial 2bGistw -
serial USA 21:30 Supermodetka 22:00 Go-
lem - film palski 1980, rez. Piotr Szulkin, wyk.
Marek Waiczewski 23:30 Studio Ursynat
00:00 Kanad Porion 2; Telegazeta cal dobe

17:35 Zormo 18:00 Tytko wiedy, gdy sie smie-
e - serial 18:30 Maria - telenowela 13:15
Naturalnc cuda Europy: Parki narodowe - se-
rial dokumentalny 20:10 9 1/2 Ninjas - ko
media sensacyjna USA 1990, rez. Aaron
Worth, wyk. M. Phenicie 21:35 Sekrety no-
Cy - reportaz 22:10 BET w PTK 2 - muzyka

18:25 7 réz3 w piesci (2} - senal 19:15 Co
nas czeka? 19:20 Niedobrana para: .Nagla
choroba Feliksa™ - serial 19:45 Program lo-
kalny 20:00 Wyprawa do Xapatan - gra 21:20
Konkurs fifmowy 21:25 Palcem po mapre

magazyn 21:55 Rewolwer + melonik: _Urio
powa gorgazka™  senal 22:40 Na dobrano

TV SAY
RTL]

07:3512:00 Senale 11:00 Wilasciva cr:

02:25 Dni chwaly (1/6) - serial USA 1990,
rez. Sam Weisman 03:15 The Stand (ost.)

. 03:30 Magazyn sportowy 10:00-17:00 Se-

niale 17:00 Zaryzykuj' 17:30 Magazyn regio-
nalny 18:00 IdZ na calosé! 19:00 Wiadomo-
St 19:15 Sport w SAT1 19:30 Kolo fortuny
20:15 AS. - serial 21:15 Hunter - serial
22:15 Ulnch Meyer: Ludzie 2 nagiowkow pra-
sowych 23:00 Spiegel TV - reportaze 23:35
The Mummy's Shroud - horror angjelski 1966,
rez. John Gilling 01:1505:40 Seriale

07:4510:10 Seriale 10:10 Milion lat przed
nasza erq - angieiski film przygodowy 1966
{powt.) 12:05 Hart to Hant - serial 13:00
Aniotki Charfiego 14:00 Arabella Kiesbauver
- talkshow 15:00 Utice San Francisco 16:00
Prawnicy z Miasta Aniokw - serial 17:00-
18:25 Seriake animowane 18:25 Alf 19:00
Roseanne - serial 19:30 Taff - magazyn in-
formacyjny 19:55 Wiadomosci 20:15 Ay
thing to Survive - film 1990, rei. Zale Da
len, wyk. Robert Conrad 22:15 Reporterzy -
magazyn publicystyczny 23:05 The Bounty
Hunter - thriller USA 1989, re. Rovbert Gin-
ty 00:40 Wiadomosci 00:50 Wojna w kos-
mosie - aponski film sf 1959 (powt.) 02:25
Wiadomosci 02:35 Aniotki Charliego

7N |

' 06:00-20:00 CARTOON NETWORK 20:00
- Co$ wartosciowego - dramat USA 1957, rez.

Richard Brooks 22:00 Zagubione dni - dra-
mat USA 1942, rez. Mervyn LeRoy 00:15
Smiert czyha na starce - dramat USA 1960,
rez. Charles Frend 01:35 The First of the Few
film USA 1943, rez. Leshe Roward 03:35
The Perfect Gentleman - film USA 1935, rez.
Tim Whelan. wyk. Frank Morgan 04:45 Ter
for w pociagu  angielski film sensacyjny
1953, rez. Ted Tetzlat!. wyk Glenn Ford

07:00 Panorama 07:10 Dowen dobiy 7 Polsk
09:00 Widomoser 09:15 Kicmens 1 Kiernen
tynka (7. 8) senal 08:35 Fiim anmowany
09:55 W labiyncie (72, 73)  enal 10:55




cze dhugo poczekac.

Tymczasem swych wielbicieli nadal
nic zawodz3 akcje Okocimia 2, kt6re
wezozj zndw wzrosly w maksymalnym
stopniu. Ale - uwaga! - tym razem nic
doszlo juz do oferty kupna. Podczas do-
grywki makler-specjalista cheial kupié
172 akcje. Inwestorzy sprzedali mu tyl-
ko 17. Makler zréwnowazyl rynek, do-
rzucajac brakujace akcje z whasnej puli.

Niektorzy spekuluja, ze zrobil 1o, bo
prezes gieldy Wieslaw Roztucki nie
niéslby psychicznie trzecicj z rzedu
oferty kupna i gielda ponownie zawie-
silaby notowania Okocimia 2.

akcji serii A i B o wartosci nominalnej
5 2. W ramach prawa poboru dotych-
czasowi akcjonariusze bedg mogli kupic
jedna nows akcjg za dwie stare. — Jedli
w [ terminje pozostany akeje, to zao-
ferujemy j¢ wszystkim zainteresowa-
mym imwestorom - powiedzial Kociu-
ba

Przypomnial, ze seria A sklada sie
z ok 42 tys. papierow uprzywilejowa-
oych i 109 tys. papieréw na okaziciela,
nie dopuszczonych do obrot publicz-
nego. Zarzad chee, by Le ostatnie akcje
trafily jak najszybeiej do obrotu.(P)

xos

o

IRIS Centrai Europe

l"LS' Zawdadamia, 2e dxit$ 0 22.15 w programie | TVP,
w oykdu Ludzrie-Wiadza-Pleniadze”, zostanie pokazany fim

»Jak zarobi¢ na bankructwie”

Produkecja: Apple Film Production,

Refyseria: Jerzy Krysiak, ires
Scenariusz: Jerzy Morawski, Krzysziof Krawze

Film ten zostal sfi przez TVP, Program 1 oraz IRIS [ze Sodkéw

inansowany
pochodzacych od Amerykadskicj Ageacji Rozwoju Migdzynarodowego
(USAID)]. Historia przedstawiooa w filmie ilustroje sposoby nieiacfx:ivcgo

) a2 istmies | beTDRcCramia we ol pieaicimyet

e
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ATTACHMENT IV

POLISH BUSINESS LEGISLATION

Suggested Amendments

Summary of the report prepared under the auspices
of the American Chamber of Commerce in Warsaw
at the request of American Investment Initiative in Poland

a Program of the Financial Services Volunteer Corps, New York,
under a grant from the United States Agency for International Development
by WHITE & CASE (POLAND) Lid. (in cooperation with UNI-EXPERT)

Warsaw, March 1995



| ATTACHMENT V|

MINISTERSTWO PRZEMYStU | HANDLU

MALE | SREDNIE PRZEDSIEBIORSTWA

W GOSPODARCE NARODOWEJ
POLITYKA WOBEC MALYCH | SREDNICH
PRZEDSIEBIORSTW

(przyjeta przez Rade Ministréw 6 czerwca 1995 r.)

Warszawa, maj 1995



THE MINISTRY OF INDUSTRY AND TRADE

"SMALL AND MEDIUM ENTERPRISES
IN THE NATIONAL ECONOMY™

POLICY TOWARDS SMALL AND MEDIUM SIZED
ENTERPRISES

{adopted by the Council of Ministers on June 6, 1995)

(THIS DOCUMENT WAS TRANSLATED FROM POLISH BY GEMINI)

Warsaw, June 1995

5‘0



[ ATTACHMENT VI

IRIS Central Europe
uprzejmie zawiadamia, ze

25 kwietnia 1995(wtorek), o godzinie 22:15
w programie | TVP zostanie pokazany film pt. "Supez”
w ramach cyklu "Ludzie-W#*adza-Pieniadze"

Produkcja: Apple Film Production

Retzyseria: Jerzy Krysiak

Scenariusz: Jerzy Morawski, Krzysztof Krauze

W gtéwnych rolach: Sylwia Gfaszczyk, Ronald A. Dwight, Monika $wlta]

Film ten zostal sfinansowany przez TVP, Program I oraz IRIS [ze $rodkéw pochodzacych od
Amerykanskiej Agencji Rozwoju Migdzynarodowego (USAID)]. Historia przedstawiona w filmie
ilustruje aktualne w Polsce problemy zwiazane z ochrong wlasnosci intelektualnej jak réwniez
szersze zagadnienie waznosci reform prawnych.

Z powodu ograniczonego budzetu oraz trudnosci ze znalezieniem odpowiedniego aktora
(méwiacego po angielsku z akcentem amerykanskim) Ron Dwight zostal poproszony o zagranie roli
amerykanskiego businessmana.

IRIS Central Europe
has a pleasure to inform you

that on April 25, 1995 (Tuesday), at 10:15 p.m.
the film "Supez" will be broadcasted
on Channel | of Polish Television

Producer: Apple Film Production

Director: Jerzy Krysiak

Script: Jerzy Morawski, Krzysztof Krauze

Starring: Sylwia Gtaszczyk, Ronaid A. Dwight, Monika Switaj

This film was co-sponsored by Polish Television, Channel I and IRIS with funds supplied by
USAID. Although a drama, it illustrates contemporary problems in intellectual property issues and
broader issues of the importance of legal reform and public sector support for that reform.

Owing to the slim budget and difficulties in finding an American-accented Polish actor, Ron
Dwight was asked to play of the American businessman role in the film.

(AN
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r‘;_ln.stytut Wymiaru Sprawiedliwoéci
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JAN BROL

1 PRAWO UPADLOSCIOWE
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Recenzencd
prof. dr hab. Marek Sqfjan
dr Jacek Krauss

Projekt okladki { atron tytulowych
Magdalena Marta Gozdek

Redaktor
Ewa Pqjestka-Kojder

Copyright © by Oficyna Naukowa S.c.
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— programu Uniwersytetu Maryland —
finansowanego przez United States Agency for International Development
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Biznes - ludzie - pieniadze

W Chile kazdy pracujacy przeznacza 10 proc. pensji na fundusz emerytalny

BEZPIECZNA KASA

- Jest pan tworcg systemu ubezpie-
czeri spolecznych, w istocie bezpie-
czeristwa spolecznego, uwaianego za
najlepszy ma $wiecie. Jakie sy jego
glowne zalozenia?

- W nowym systemie skladka eme-
rytalna, wynoszaca 10 proc. miesie-
cznego zarobku, jest przekazywana na
rachunek osobisty pracownika. Pienig-
dze sa chronione przez konstytucje,
aby zaden rzad nie mégl zawlaszczyé
tycn oszczgdnosci. Kapitaly s inwe-
stowanc przez fundusze emerytalne w
bardzo bezpieczne i oplacalne przed-
sigwzigcia. Po osiggnieciu wieku eme-
rytalnego  ubezpieczony  wykupuje
emeryture dla siebie, zony i dzieci do
lat 21, Jezeli kogo$ nie staé¢ na
wykupienie emerytury, paristwo gwa-
rantuje mu emeryture minimalng,

~ Kiedy pracujacy placi pierwszg
skiadke?

- W pierwszym miesiqgcu pracy
pracodawca pyta mlodego czlowieka
o to, ktéremu funduszowi emerytalne-
mu ma co miesigc przekazywaé 10 proc.
jego zarobkéw. Jesli ubezpieczony ma

wartosci ok. 380 min USD.

zamiar przejsé na wezesniejsza eme-
ryturg, mozna podnies¢ stawkg do
20 proc. placy. Fundusze emerytatne
s3 tworzone przez przedsicbiorcdw,
inwestorow _zagranicznych, a nawet

POLSKO-CHILIJSKA

import siegnat 3,698 min USD. Z Chile sprowadzamy i
przede wszystkim koncentraty cynku, zwigzki boru,’
mied#, kawe, herbatg, owoce oraz agar. Z Polski do-
Chile eksportuje si¢ wiele towaréw w niewielkich |
ilosciach, gtéwnie mleko skondensowane | mleko w
proszku, produkty ziemniaczane, potwyroby ze stali,
sprzet gospodarstwa domowego, produkty chemi--
czne, silniki elektryczne, papier, aparaturg pomiaro-
wa, tekstylia i wédke ,Wyborowg"”. Czg$é¢ dostaw:
trafia na chilijski rynek przez zachodnich posredni--
kéw. Niedawno wznowiono eksport polonezéw |-
traktoréw z Ursusa. Podpisano tez kontrakt na.
produkcje 14 polskich kontenerowcéw o facznej

Rozmowa z dr. JOSE PINERA, bytym chilijskim ministrem pracy

S ey

' zwigzki zawodowe.

| Konkurencja  jest

WYMIANA HANDLOWA | najlepszym sposo-

Wedlug Banco Central, warto$¢ polskiego eksportu | bem _ha obnizanie
do Chile w 1994 r. wyniosla 8,056 min UsD, natomiast.  prowizji.

- Jakie sq pwa-
rancje, ie fundusz
nie zbankratuje?

- Fundusze emery-
talne mogy inwesto-
waé tylko w bardzo
bezpieczne  przed-
sigwzigcia, np. obli-
gacje. Obowiazuje
takze scisla zasada
maksymalnej dywer-
syfikacji. Po 15 la-
tach  obowigzywa-
nia nowego systemu
emerytury sq wyzsze
niz wyplacane wedlug starych regul.
Ulokowane picniadze przynosza wyso-
ka stopg zysku - przecietnie 13 proc.
powyiej inflacji. Wszystkie fundusze
braly udzial w prywatyzacji gospodar-

Jose Pinera: ,Po 15 latach obowigzywania nNowego systemu ubezpleczen emerytury sg
wyisze nit wyplacane wediug starych regui”

ki, kupujac 30-40 proc. udzialéw w
prywatyzowanych spétkach. Jest para-
doksem, ze dopiero w prywatnej
gospodarce spelnity si¢ niektére ma-
rzenia Karola Marksa. Nie przez
przekazanie wladzy biurokracji komu-
nistycznej, lecz dzieki przekazaniu
wlasnosci bezposrednio robotnikom.

~ W Polsce ciggle dyskutujemy nad
reformg ubezpieczen spolecznych.

~ Stary chilijski system byt podobny
do polskiego, gdyz takze zarzadzalo
nim paristwo. W Chile skladka emery-
talna stanowila 20-25 proc. pensji. Sty-
sz¢, ze W Polsce wynosi ona 45-47 proc.
Nie chce mi si¢ wierzy¢. Tragedia
polega na tym, ze parlament w kazdej
chwili moze zmnicjszyé lub zwigkszy¢
wymiar emerytury. Okreslanie pozo-
stajacych w gestii paristwa ubezpicczeri
mianem systemu bezpieczeristwa spo-
lecznego jest zartem. Nasz nowy
system funkcjonuje bez zmian od 15 lat.
Niezinienno$¢ regul gry gwarantuje
poczucie bezpieczeristwa,

RM & M KATOWICKIE:

36

Katowice 71,75 & 93,0 FM

I
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BECTMU

na IlpaBrama npoepama
lssue No3 na denumbpa sa uscaegBane na gemokpayusma

March 1895

——

BECTU (Vesti) - Newsletter of the Law Reform Program

of the Center for the Study of Democracy

"VESTI" INFORMS

BULGARIAN COLLATERAL LAW
CONFERENCE

The Center for the Study of Democracy
organized an international conference
on Bulgarian Collateral Law which was
held on 30 - 31 January in Sofia. The
Conference was sponsored by the
American Bar Association’s Central and
East European Legal Initiative (CEELW),
the Government of Canada and the
Hanns Siedel Foundation in Munich,
Cermany. Additional support for the

Published in English and Bulgarian

Conference was provided by the
American Agency for International
Development (USAID), the IRIS -
Poland Project, Warsaw, Poland, the
European Bank for Reconstruction and
Development (EBRD), the World Bank,
the Sofia City Court, Sofia University
Law School, and Chernev, Komitova
and Partners law firm.

The purpose of the Collateral Law
Conference was to study existing law
and identify its problems, review the

(Continued on page 2)

Stephan Kyutchukov, Silvy Chernev and Borisiav Balazelkov discuss the foreclosure procedure
under Bulgarisn lsw and snswer participants’ questions

INSTHIS ISSUE;

Oj he urgent need for a collat-
“eral law.reform in Bulgaria

tradé

Cviissues in Biilgaria
*The Bulgarian: Draft; Lawon

Vest! N.31995
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ROBERT PATTERSON

PORADNIK KREDYTOWY
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PROGRAM KONFERENCJI

9.30 ROZPOCZECZIE KONFERENC]I

V.40 CHILIISKA  ZMIANA  SYSTEMU
UBEZPIECZEN EMERYTALNYCH JAKO
MODELOWE ROZWIAZANIE
Dr Jose Piiera, byly Minister Pracy i Sprauwe
Spoteczuyeh Chile 7/ 1978-S0/

10.10 DYSKUSJA

11.00 - 11.20 PRZERWA NA KAWE

11.20 MITY O EMERYTURACII
Dr Krzysztof Ostaszewski, Uniwersytet
Louiseille, USA

11.50 UBEZPIECZENIA 1 SWIADCZENIA
BUDZETOWE A BEZROBOCIE
Doc. Dr Jan Macieja. Instytut Nank
Lkonomicznych PAN &
Centruom im. Adcana Smitha

12.20 DYSKUSJA

13.00 WYPOWIEDZI PO DSUMOWUJACE
DYSKUSJE

13.30 ZAKONCZENIE KONFERENC]I

WYSTAPIENIA PRELEGENTOW
I DYSKUTANTOW BEDA TEUMACZONE

CENTRUM im. ADAMA SMITHA
ul. Bednarska 16, 00-321 Warszawa
tel.& fax: 621 47 07, fax: 628 06 14

Przyjazd Dr Jose Pinery do Polski na zaprosze-
nie Centrum im. Adama Smitha jest mozliwy

dzi¢ki znaczycej pomocy

INTERNATIONAL CENTER FOR ECONOMIC GROWITI

KONFERENCJA ODBYWA SIE W SALI KINOWE) STO

UL. FOKSAL 3/5 W WARSZAWIE

\’A<_-

————

WARZYSZENIA DZIENNIKARZY POLSKICH,

SPONSORZY

FIDELIA

Q
lrls

IRIS-POLAND PROJECT

POLSKA FEDERACJA

|

X INHINHOV.LLV

NIEZALEZNYCH PRZEDSIEBIORCOW

RZECZ%POLITA

T
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Biznes - ludzie - pieniadze

W Chile kazdy pracujacy przeznacza 10 proc. pensiji na fundusz emerytalny

BEZPIECZNA KASA

~ Jest pan tworcq systemu ubezpic-
czen spoleczmych, w istocie bezpic-
czelistwa spolecznego, uwaianego za
najlepszy na swiecie. Jakie 53 jego
glowne zaloienia?

~ W nowym systemie sktadka eme-
rytalna, wynoszaca 10 proc. miesie-
cznego zarobku, jest przekazywana na
rachunek osobisty pracownika. Pienia-
dze s3 chronione przez konstytucjc,
aby zaden rzad nie moégl zawlaszczy¢
tych oszczednosci. Kapitalty sg inwe-
stowane przez fundusze emerytalne w
bardzo bezpieczne i oplacalne przed-
sigwzigcia. Po osiagnieciu wieku eme-
rytalnego  ubezpieczony  wykupuje
emerytur¢ dla siebie, zony i dzieci do
lat 21. Jezeli kogo$ nie staé na
wykupienie emerytury, paristwo gwa-
rantuje mu emeryture minimalna.

- Kiedy pracujycy placi pierwszg
skiadke?

~ W pierwszym miesigcu pracy
pracodawca pyta micdego cziowieka
o to, ktéremu funduszowi emerytalne-
mu ma co miesigc przekazywaé 10 proc.
jego zarobkdéw. Jesli ubezpieczony ma

wartosci ok. 380 min USD.

zamiar przejs¢ na wczesniejsza eme-
rytur¢, mozna podnie$¢ stawke do
20 proc. placy. Fundusze emerytalne
s3 tworzone przez przedsigbiorcéw,
inwestoréw _zagranicznych, a nawet

Fot. K. Wojda

POLSKO-CHILIJSKA | |
WYMIANA HANDLOWA |

Waedlug Banco Central, warto$é polskiego eksportu!
do Chile w 1994 r. wyniosia 8,056 min USD, natomiast
Import siegnat 3,698 min USD. Z Chile sprowadzamy -
przede wszystkim koncentraty cynku, zwigzki boru,
mied#, kawe, herbate, owoce oraz agar. Z Polski do -
Chile cksportuje si¢ wiele towaréw w niewielkich
ilosciach, giéwnie mleko skondensowane i mleko w
proszku, produkty ziemniaczane, pétwyroby ze stali,
sprzet gospodarstwa domowego, produkty chemi-
czne, eilniki elektryczrie, papier, aparature pomiaro-
wq, tekstylia | wédke ,Wyborowa”. Czgsé dostaw .
trafia na chilijski rynek przez zachodnich posredni-
kéw. Niedawno wznowiono eksport polonezéw i
traktoréw z Ursusa. Podpisanc te: kontrakt na.
produkcje 14 polskich kontenerowcéw o tacznej

Rozmowa z dr. JOSE PINERA, bylym chilijskim ministrem pracy

Joss Pinera: .Po 15 latach obowigzywania nowego systemu ubezp
‘Yyisze niz wyplacane wediug stanych regut”

e T

' zwiazki zawodowe.
Konkurencja  jest
najlepszym  sposo-
bem na obnizanie
prowizji.

- Jakie s3 gwa-
rancje, ze fundusz
nie zbankrutuje?

- Fundusze emery-
talne moga inwesto-
waé tylko w bardzo
bezpieczne przed-
sigwzigcia, np. obli-
gacje. Obowigzuje
takze scisla zasada
maksymalnej dywer-
syfikacji. Po 15 la-
tach  obowigzywa-
nia nowego systemu
emerytury sg wyzsze
niz wyplacane wedtug starych regul.
Ulokowane pieniadze przynosza wyso-
kg stopg zysku - przecigtnie 13 proc.
powyzej inflacji. Wszystkie fundusze
braly udzial w prywatyzacji gospodar-

ol emerytury sg

ki, kupujagc 30-40 proc. udzialéw w
prywatyzowanych spéikach. Jest para-
doksem, zc dopiero w prywatnej
gospodarce spelnily sie niektére ma-
rzenia Karola Marksa. Nie przez
przekazanie wladzy biurokracji komu-
nistycznej, lecz dzigki przekazaniu
wiasnosci bezposrednio robotnikom.

- W Polsce ciggle dyskutujemy nad
reformy ubezpieczer spolecznych.

- Stary chilijski system byl podobny
do polskiego, gdyz takze zarzadzalo
nim paristwo. W Chile skladka emery-
talna stanowila 20-25 proc. pensji. Sty-
sz¢, 2e w Polsce wynosi ona 45-47 proc.
Nie chce mi si¢ wierzyé. Tragedia
polega na tym, ze parlament w kazdej
chwili moze zmniejszyé lub zwigkszyd
wymiar emerytury. Okreslanie pozo-
stajgcych w gestii paristwa ubezpieczen
mianem systemu bezpieczeristwa spo-
lecznego jest zartem. Nasz nowy
system funkcjonuje bez zmian od 15 lat.
Niezmiennos¢ regul gry gwarantuje
poczucie bezpieczerstwa.

RMlzﬁ’M KATOWICKIE:
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Biznes - ludzie - pieniadze

- Niektorzy twierdza, e mégl pan
80 wprowadzi¢ tylko dzi¢ki ochronie
Pinocheta.

- System mozna bylo wprowadzi¢
tylko dlatego, ze byl dobrym pomys-
lem. Trzeba bylo przekonac setki osob.
Na poczatku rzad nie akceptowat tego
rozwigzania. Jako minister pracy cze-
1o wystgpowalem w telewizji i uczest-
niczylem w wielu dyskusjach z prze-
ciwnikami pomystu. Nie bylo wybo-
row, ale istniata swoboda debaty gos-
podarczej. Mogg pojechaé do kazdego
demokratycznego kraju i przedstawic
zalety naszego systemu. W Argentynie,
Peru i Kolumbit parlamenty uchwality
reformg systemu ubezpieczer spole-
cznych  wedlug  wzoru  chilijskiego.
Jestem przekonany, ze nasze rozwig-
zanie 2yska jeszcze wigcej zwolenni-
kdw., Zmniejsza sig liczba ludzi aktyw-
nych zawodowo, mogacych . finanso-
wac” emerytow. U nas kazdy sam dba
o wlasny emeryture, a skladka jest
niezalezna od tendencji  demografi-
cznych. Bomba zegarowa tkwi w
systemic zarzadzanym przez panstwo.

* FUNDUSZE BEZ RYZYKA

Gdy na poczatku lat 80. w wyniku|
rosnacego bezrobocia gwaltownie|
zwigkszaty sig budietowe wydatkil
na zasitki, wladze Chile zdecydowa-|
ty sig utworzy¢ narodowe fundusze!
emerytalne. Kazdy pracownik miat
prawo wybrac forme ubezpioczenia.!
Wiekszos¢ obywateli zostata udzia-!
fowcami funduszy, ktére od ponadi
10 lat s3 najwigkszym inwestorem:
instytucjonalnym w Chile. Sposrsd|
21 dziafajacych 13 gra na gieldzie.:

Dziatalno$¢ funduszy polega na-
zarzadzaniu rachunkami, pobiera-:
niu skiadek, inwestowaniu powie-:
rzonych im pieniedzy oraz wyplaca-.
niu emerytur i rent. Ich funkcjonc-'
wanie reguluje ustawa, a nadzér
spraviuje wyspecializowana instytu-'
cja rzadowa. W 1994 . zasoby'
chilijskich funduszy emerytalnych
byly réwne prawie 45 proc. PKB'
tego kraju.

Polityk musi micé swiadomosé przy-
sztych potrzeb i nie wolno mu mysleé
tylko o wygraniu najblizszych wybo-
row.

- Czy nowy system jest akceptowany
przez chilijskich przywodeow zwigzko-
wych?

- Oczywiscic, chociaz ,starzy" dzia-
tucze, ktorzy wehodzili w skiad roz-

~ Produkt krajowy brutto |
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GOSPODARKA CHILE

W 1994 r. dochdd narodowy Chile
wyniést 456 mid USD, inflacja -
9 proc., zadiuienie zagraniczne ~
21,6 mid USD, a rezerwy dewizowe
- ok. 14 mid USD. Zagraniczne inwe-
stycje siggnely 3,2 miki USD, z czego
60 proc. przeznaczono na maszyny i
urzadzenia wykorzystywane gléwnie
w przemysle wydobywczym. Najwigk-
szy kapitat zaangaiowany jest w
gémictwie miedzi, ztota, srebra i mo-
libdenu. Sporo inwestuje sig réwniez
w rozwéj telekomunikacji i transportu,

W 1994 r. wartosé chilijskiego
eksportu wyniosla 11,575 mid USD,
za$ import - 10,879 USD. Do giow-
nych towaréw eksportowych nalezg
miedZ, $wieze owoce, celuloza,
drewno i maczka rybna. Najczesciej
Importuje sig rope naftowa, wegiel,
gaz ziemny, oleje jadalne, migso
woltowe, baweing, tkaniny syntety-
czne, papier, aparaturg elektrycing,
sprzgt  komputerowy, samochody,
autobusy, telewizory, kosmetyki,
obuwie i odzlez.

nych cial paristwowych, na poczatku
odnosili si¢ do niego nieprzychylnie.
Nowy system odbieral im wladze nad
funduszem emerytalnym. Szybko jed-
nak zorientowali si¢, ze 90 proc.
robotnikéw wybralo nowy model. Nia
sqdzg, aby robotnik chilijski tak bardzo
roznil si¢ od amerykarskiego czy
polskiego. Eaczy ich dazenie do wol-
nosci i godnosci. Jesli polityk to
rozumie, jest mezem stanu, a nie
zwyktym politykiem zawodowym.

- W jakim stopniu nowy system
emerytalny wplyngl na zycie gospodar-
cze Chile?

- Zmienili$my je catkowicie. Ogro-
mnie wzrosly oszczednosci. Przedtem
wynosity 10 proc. PKB, teraz si¢gaja
26 proc. Pod tym wzgledem nic
jestesmy gorsi od Korei Poludniowej
czy Tajwanu. Stworzono solidne pod-
waliny pod inwestycje, dzieki czemu
nie jestesmy uzaleznieni od wielkiego
kapitalu zagranicznego. Nie dotknat
nas kryzys meksykariski; kapitat nie
zaczgt ,.emigrowa¢” z Chile. Oszcezed-
nosci przyczynily si¢ do podniesienia
stopy wzrostu gospodarczego. W la-
tach 70. wynosita ona przecietnie
3 proc., w ciagu ostatnich 10 lat - 7 proc.
Nie wypada mi si¢ chwali¢, ale prof.
Gary Becker, laureat Nagrody Nobla
w dziedzinie ckonomii, uwaznie zba-
dawszy nasz sysiem ubezpieczer,
stwierdzil, ze gléwng przyczyng wzro-
stu byla reforma emerytalna.

- Czy nowy system przyczynit si¢ do
spadku bezrobocia?

~ Dos¢ zdecydowanie. Teraz wynosi
ono 6 proc., a jeszcze kilka lat temu
siggalo 10 proc., zas w pierwszym roku
reformy nawet 15 proc. Hiszpania - po
wielu latach rzadéw socjalistéw - ma
24 proc. bezrobotnych. Nasz system
nie kosztuje tak wiele ani robotnika,
ani pracodawcy, ktéry chetniej zatrud-
nia nowych pracownikéw. Poprawilis-
my sytuacj¢ na rynku pracy i rynku
kapitalowym. Ich sprawne ~dzialanie
ma najwazniejsze znaczenic dla wzro-
stu gospodarczego.

- Czy system chroni przed ewen-
tualnymi oszustwami?

- StworzyliSmy wiele takich zabez-
pieczer. Najwazniejsze jest oddziele-
nie zarzadey funduszu emerytalnego
od samego funduszu. Pod wzgledem
prawnym i ekonomicznym s3 to dwie
odrgbne instytucje. Zarzadzajaca spél-
ka prywatna urzymuje si¢ z prowizji,
ktéra jest znana z gory i nie moze sie
zmienic. Zarzadca decyduje o inwesty-
cjach funduszu, ale zysk przekazywany
jest na rachunek ubezpieczonego.
Przejrzystosci systemu pilnuje rada
nadzorcza. Publikuje ona informacje
na temat inwestycji i zyskéw poszcze-
golnych funduszy. Dokumenty fundu-
szy sg chronione przez bank centralny.
Przez 15 lat nie bylo zadnej afery.

Rozmawiat Roman Strzemiecki
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A WEEKLY REPORT: BUSINESS, FINANCE & INVESTMENT

No deposit, no return

An efficient collateral system is the backbone of commercial lending, but Eastern
Europe is only beginning to lay the proper legal foundations

Inadequate security for loans is one of the prin-
cipal institutional weaknesses inhibiting the
flow of capital into, and within, Eastern Europe.
No country has yet established a central pledge
registry; there is no way to verify that collateral
is unencumbered by prior claims. In Poland
“you can pledge a car at five different banks and
then drive it out of the country”, says Willlam
Rich of [RIS-Central Europe, a USAID-funded
group promoting legal reform in the region®.

In sum, no asset-based loan is fully secure.
Banks are reluctant to lend to local companles,
and tend to require exorbitant amounts of secu-
rity in the form of cash deposits (which can even
exceed the loan’s value). The deficlencies also
make foreign investors hesitate, as acquisitlons
or credits to local partners can founder on hid-
den but costly liabilities.

East European legal practice remalns exces-
sively “debtor-protective”. The interests of se-
cured creditors can easily be slighted. Other
factors hinder asset-based lending:

e Creating an enforceable security interest Is
costly, as fees are generally calculated as a per-
centage of the debt secured. Ukralne has a 5%
notarial fee, for example. In the USA, the proce-
dure normally costs no more than §S.

e Court costs to enforce the interest after de-
fault are also high, amounting to as much as
12% of the debt secured (excluding lawyers’ fees).
e The collateral market is underdeveloped;
bankers cannot be sure that pledged assets will
be redeemable, or at what value.

e Court proceedings are protracted. “1f you take
a long time to execute, collateral has a way of
disappeanng,” says [RIS's director, Ronald Dwight.
» In some countries, third parties, including the
state, can jump ahead of secured creditors to
press claims in bankruptcy proceedings.

The Polish hierarchy is particularly unfavour-
able. Secured creditors come sixth in line for
compensation in settling bankruptcy claims;
overdue taxes rank third. This means that the
Ministry of Finance can step in at any polnt dur-
ing bankruptcy proceedings to claim assets put

© The Economust intelligence Unit Limited 1995

up as collateral If there are any unpald taxes. Such
tax liens need not be recorded anywhere, so own-
ers (new and old) can long remain In the dark.
Although domestic flrms are the most fre-
quent victims, at least one major Western com-
pany (which inslsts on anonymity) has suffered
the consequences. Two- years after making a
multimillion dollar acquisition, the firm faced a
claim for back taxes from the Ministry of Fi-

nance. The company was forced to engage in

costly litigation with the Minlstry of Privatisa-
tion, which had claimed that the state flrm was
debt-free; until the case was scttled, the property
could not be sold or used as collateral.

Polish leap-frog
Change Is under way, If slowly. The EBRD has
drafted a model collateral law and Is pressing the
region to adopt its provisions. Poland, where the
defects are most glaring, Is expected to consider
a new law this year which would make its system
the most modern in the region. A central pledge
registry would be created; the Ministry of Fi-
nance would have to register tax liens like any
other secured lender, Companies and banks may
have to lobby to win this polnt, however, as the
finance minister has avolded taking a clear stance.
Work on a computerised registry has already
begun, based on Norway’s self-financing system
(where a publicly owned corporation sells registry
Information on-line). But decades will be needed
to complete a central land registry system.
Western legal norms of behaviour are as im-
portant as good laws In making asset-based lend-
ing effectlve. Legal reform Is likely to solve many
of central Europe’s problems, but countries with
a weak tradition of the rule of law give cause for
concern. Russla has adopted a progressive Civil
Code, but the courts there seem apt to disregard

(or the authorlties to ignore) its provisions.
Louisa VINTON

* A Survey of Asset-Based Lending in Central and Eastem
Europe, avallable from IRIS-Central Europe, Ksawerow
13, PL-02656 Warsaw; tel/fax: (48.22) 45 18 S6.
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AGV Internarionul Leasing GmbH

% v

TELEFAX

IRIS CENTRAL EUROPE
Ksawerow 3

PL. 02 656 WARSAW

"Telefax No.: 0048 -~ 22 - 45 18 56

Wiesbaden, June 30, 1995
G/Sel

‘Gentlemen,

from Ost Wirtschaft Report, a German publication,
we obtained the information, that from IRIS Central
Europe a "Survey of Asset Based Lending in Central
and Eastern Europe" can be ordered.

We are interested in this report and should like to

enquire about the procedures to receive it. Please
be so kind to send us the appropriate information.

Kind regards

AGV International Leasing GubM

Dr.q Glapgzel

LDipl. Kuufmana Do Willi Ams [ AGY luternananal Leusing Gmofl 1 {IRD 9250 k()

Geschdfispiahes
Dinl.-Volkswire Dieter Maisr
iph-Winsei-ing. Dr. Ginther Glazel [ Commersbaek Frankturt, BLZ 31836400, Kro, 3821178
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Translation of letter from Minister of Justice Mladen Chervenyakov to IRIS-Bulgaria
Director Mark Beesley:

MINISTRY OF
JUSTICE

1 Slavyanska Street
Sofia 1000

TO

MR. MARK BEESLEY
DIRECTOR

IRIS - BULGARIA

CENTER FOR THE STUDY OF
DEMOCRACY

1 Lazar Stanev Street

Sofia 1113

15 June 1995, Sofia

Dear Mr. Beesley,

Thank you for your letter of 9 June regarding IRIS's offer to assist in reforming
Bulgaria's collateral law. As we discussed when we last met, I believe that enacting a
modern collateral law and establishing a central pledges registry system will help
improve the credit environment and is important for Bulgaria. Implementation of a
modern collateral law should help open doors to enterprising individuals and small and
medium sized businesses whose initiatives are currently inhibited by lack of financing.

I agree that IRIS may use expert technical assistance funds of the US Agency
for International Development to assist our reform efforts. I ask that you coordinate
your work with Ms. Vesscla Stancheva -- an expert at the Ministry and member of the
Ministry's Legislative Council.

I am pleased to learn that you have returned to Bulgaria to direct IRIS's
collateral law reform project. We look forward to working closely with you and in the
near future reviewing IRIS's plans for reform.

MINISTER

signed and sealed/
Mladen Chervenyakov
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BANKRUCTWA W EUROPIE SRODKOWE]J I WSCHODNIE]
ORAZ ICH PRAWNE KONSEKWENCJE

9:30 - 10:00 Rejestracja uczestnikéw - kawa/herbata.

10:00 - 10:45 Otwarcie konferencji.
Minister Sprawiedliwosci Jerzy Jaskiernia
Ambasador USA w RP Nicholas A. Rey

10:45 - 12:45 Sesja przedpotudniowa:

Prezentacja raportu - wyniki badan w krajach regionu - Adene
Mirsky, Richard Coates.

Whioski z raportu dotyczace Polski - Andrzej Kolinski

Komentarze do raportu - Zbigniew Strus, Sedzia Sadu
Najwyiszego.

12:45 - 14:15 Lunch

14:15 - 17:00 Sesja popotudniowa

14:15 - 15:45 Dyskusje panelowe:
* Reforma sadownictwa - szkolenie i wspomaganie logistyczne dla
srodowiska sedziowskiego - Maria Majewska-Jurys, Sedzia Sadu

Rejonowego; Palacyk;

* Doskonalenie zawodowe syndykéw - Feliks Zedler, Uniwersytet
Adama Mickiewicza w Poznaniu; Rada Europy, sala 201;

* Lekcja restrukturyzacji finansowej przedsigbiorstw i bankéw -
Leszek Pawlowicz, Instytut Badan nad Gospodarka Rynkowa; Rada
Europy, sala 207.

15:45 - 16:15 Przerwa na kawg - Palacyk

16:45 - 17:00 Prezentacja wynikow dyskusji; prezentacja Programu USAID oraz
mozliwosci dodatkowej pomocy technicznej w ramach Programu -
Patacyk.

17:60 Zakoriczenie konferencji.

18:00 - 20:00 Koktajl - Muzeum Xawerego Dunikowskiego w Krdlikarni.
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Center for Strategic & Intemational Studies
Washington, DC

June 15, 1995
US.-EUROPE-POLAND ACTION COMMISSION
REPORT OF BERLIN PLENARY SESSION

OVERVIEW. On May 19-20, 1995, 70 commissioners and guests of the U.S.-Europe-Poland
Action Commission met with senior leaders of the Polish government and conducted a
cooperative review of 19 actions supporting Poland’s economic, political, and security
development. These actions reflect seven months of cooperative work to develop consensus
among Polish and foreign business leaders and leadars from othor ficlds, as woll as to gain
the involvement and insights of key members of the staff of Polish government ministries.
This highly successful meeting was hosted by the Governing Mayor of Berlin, Mr. Eberhard
Diepgen, and was supported by Mr. Jock Covey, Chief of the U.S. Mission in Rerlin.

Deputy Prime Minister Grzegorz Kolodko led the very strong Polish government
delegation participating in this plenary session, and carried a letter of appreciation and
encouragement from Prime Minister Jozef Oleksy. A last minute change in the Prime
Minister’s requirements prevented him from traveling to Berlin and speaking to the
commissioners as planned. :

GOALS. Commission chairman Dr. Zbigniew Brzezinski reminded commissioners that the
overarching goal for actions recommended by the Commission is to assist Poland’s
integration into the European Unian and NATO. Co~chairman Mr. Percy Barnevik added
a second goal of supporting a three to five-fold increase in foreign direct investment in
Poland. Co-chairmen Mr. Cezary Stypulkowski highlighted the plenary session objective of
gaining government agreement to act on concerns raised by the Commission’s recommended
actions. Dr. Brzezinski stressed that these actions are offered in a friendly and constructive
spirit and that the Commission is a cooperative enterprise meant to help Poland.

RESULTS.

» 18 actions were developed with and recommended to the Polish government for
evalvation and implementation.

- 3 actions are still under discussion with the government.

¢ a 19th action, on Inequitable trade barriers, is under evaluation by the staff of
President Jacques Santer of the European Commission.

1800 K Street Northwest « Washington DC 20006 » Telephone 202/887-0200
FAX: 200/775-3199

@003



5
‘ze as:

-+»-+ IRIS Central Eur @oo02

=M Grass 331 92¢ 3=23 Tage 2

17:31 202 775 3198 C.Ss.I.S.

A Lobby Instead of a Grandfather
from our Berdin correspondent

A strong [obby is no Icss important thap 8ood economic indices and the growth of
democrucy, for we know that it is not only whal is said but who says i, especially if we
have to convince the European Union, NATO and the international business community
that the new outlook for Poland js good. If the target is that lofty, the lobby has 10 he
sufficiently influential. Just liko the US-Curope-Poland Actlon Commission, a name which
docs not really translate well into Polish. In facl, itis a pro-Polish lubby crcated ig 199; by
the initiative of Prof, Zbignicw Brzezinski, who managed to bring together the cream of
world investors from six countries, main] y from the USA, as we]] as political and
economic leaders of the Polish transformation, Suffice it to say (hat co-chairmen of the
Commuission are the President of the warld’s largest cnergy corporation, ABB, Mr, Percy

growth and forcign investment, provide support for Lhe military sector conversion for
civillan production, and assist Poland's Integration inta UE and NATO., Zbignjcw
Brzezinski admits thaf the recommendations prescated to tho Bovemment are not always
followed, but they arc always considered and discussed. Mr. Grzegor- Kolodko, viee
premict and finance minister, a guest of the recent Berlin session, was encouraging
investors to buy not only the “raisins™ but also “the dough,” meaning all kinds of
enterprises.

Of course, nonc of the VIP guests Liad to wait i the traffic jam on the Polish-German
fronticr, but efficicney of transportation and fropticr crossings was ogie of the important

A special guest of the mecling was Mr, Ronald Freeman, Vice President of EBRD. His
mewage was contained in the following snecdote: While in Tokyo, he asked a Japancse
businessman why there is little commitment jn Eastern Europe, including Poland. The
answer was “Not every Japanese person has a Polish grandfather.” We should take the
punchline of this story seriously. Sentimental investments and sentimental motives are
dcfinitely not caough to mect the needs of the Polish economy and face competition in
attracting big capital which is looking at Polund but stiil investing clsowhere.

Rogda Zukowska

L



Requirements for Secured Lending
A Comparison of the United States and Poland

US

Poland

It must cost fittle. % create an
enforceablé secui'ity lnterwt

It must cost little to enforce the
security interest.

~ The security. must produce rwl

TR ;A

e e,

commerc:al Value for the lender -when:

enforcéd.

The lender must be able to determine,
with certainty and at little cost, before
the loan is made, whether any other
lender has a better claim to the
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The secured creditor can seek either judicial or non-judicial
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Requirements for Secured Lending
A Comparison of the United States and Poland

'-""f’“ t'cost llttle to ei"édfé‘ an
enforeeable security interest’

e It must cost little to enforce the
security interest.

¢ The security must produce real
commerclal value for the iender when
enforced.

¢ The lender must be able to determine,
with certainty and at little cost, before
the loan is made, whether any other
lender has a better claim to the
security.

¢ The lender must be protected from. tlie
claims of third ‘parties;’ nicludmg h
secured and unsecured credltors, the
trustee in bankruptcy and purchnsers
of the security.
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The secured creditor can seek either judicial or non-judicial
recourse after default. Non-judicial recourse includes the right
to repossess the collateral peacefully, to disable the collateral
or make direct collectiors of accounts.

The secured creditor controls the resale of the collateral, and i is '

first in line 10 receive the proceeds' from that sale.

For most types of collateral, there is a there is a single public
registry where a creditor can check for previously filed security
interesls.

The secured creditor is protected againstall- unsecured.
Ereditors; the trisiee th baikripicyand, %"iubfégilém

secured treditors and purchasers of the collateral.
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10 pay a combination oj' notarial fees, stamp dutics. and court
“casts.. All of these are a percentage of the debt secuned

Poland;

making the ccst in some cases exorbitant,

There are a variety of court costs ard bailiff fees that are a
percentage of the debt secured. Their combined cost can be as
high as 12 percemt of the amowuni secured, not including
attorneys’ fees.

Voluntary submission 1o execution can cost as much as 23
million old Polish Zloties (over §1000).

There is no developed market for selling collateral, making it

" impossible to determine the future value of some types of ~

~ property. Also, the value of collateral is eroded by lengthy,

uncertain enforcement proceedings and lack of secured creduof

© priority.

There is no central registry for movables making it impossible
to ascertain whether the collateral has been charged with an
existing security interest. The Ministry of Finance is not
required to give any public notice whatsoever that a tax lien has
been filed.

The .securpd cre(i:lo s rights in bankrupicy are severely
mﬁmdi&i by Ar1. 1025 ofthe Code of Civil Procedure. An
ursecured bank loan has priority over a secured debt from a
non-bank’ creditor. Subsequently filed security interests can

take precedence over previously filed ones.
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THE RIGHTS OF A SECURED CREDITOR IN CENTRAL & EASTERN EUROPE
Priority of Satisfaction in Bankruptcy

BULGARIA

. Secured creditors;

1

2. Lien creditors;

3. Bankruptcy costs;

4. Employee claims;

5. Social Security claims;
6. Gov. claims (taxes);

7. Post insolvency claims;
8. Others

HUNGARY
1. Proceedings costs including
certain employee claims;

2. Secured creditors;

3. Alimony/child support

4. Claims arising from civil suits
against debtor;

5. Taxes and social security
claims

6. Others

POLAND
. Execution costs;

. Employee claims;

. Taxes;

. Usufruct fees;

. Bank loans

. Secured creditors
7. Creditors who have started
execution proceedings;

8. Others

NV AW e

- CROATIA
1. Bankruptcy costs;
2. Secured creditors;
3. Employee claims;
4. Claims incurred in business
dealings of the debtor;
5. Government claims (taxes)
6. Other creditors paid
proportionally from remainder.

LITHUANIA
1. Secured creditors;

2. Employee claims;

2. Court and admin. costs of
proceedings,

3. Taxes and social security
claims

4. Unsecured claims, others

ROMANIA
1. Secured creditors and taxes;
2. Court fees;

3. Estate admin. costs;

4. Employment contract claims;
5. Alimony;

6. Unsecured creditors

-~ CZECH REP.
1. Secured creditors and others
entitled to separate satisfaction.
2. Employee claims;

3. Taxes, duties and social
security claims
4. Others (unsecured creditors)

LATVIA
1. Employee claims;
2. Government claims (taxes);
3. Social Security claims;

4. Environmental damage;

5. Secured creditors;

6. Due claims of general
creditors;

7. Others

SLOYAKIA
1. Secured creditors;

2. Proceedings’ costs;

3. Employees’ claims;

4. Taxes, social security dues;
5. Others

B "ESTONIA
1. Bankruptcy related expenses;
2. Secured creditors;

3. Wages and wage income
(pensions, attorney fees,
alimony)

4, Taxes and social security;

5. Others

MACEDONIA
1. Secured creditors;

2. Bankruptcy costs including
certain employee claims;

3. Taxes and social security;
4. Others

_ SLOVENIA
1. Secured creditors;
2. Employce claims;

3. Certain obligations to other
enterprises.

Ali unsecured creditors share

equally, including taxes!

Source: 4 Survey of Asset-Based Lending in Central and Eastern Europe, IRIS-Central Europe - William A. Rich, Coordinator

IRIS-CENTRAL EUROPE
Funded by The United States Agency for International Development

d\winworf\wr9$ 4\csis2 doc

Q

l7rts

LT

o f



Quarterly Field Report: IRIS-INDIA

L ADMINISTRATIVE DATA

Reporting Period: April 1, 1995 - June 30. 1995

BOA Number: ANE-0015-1019-00

Delivery order Number: 13

AID Project Office: G/EG/EIR (O. Koropecky, 522 SA-2)

AID Office funding delivery order: G/EG/SMIE

AID Office project: Institutional Reform and the Informal Sector (IRIS) Project

I PERFORMANCE INFORMATION

l. Project purpose summary statenient:

A.

Project Purpose: The objective of this program is to increase the
understanding and awareness of the institutional aspects of economic
issues 1t India and to generate a better knowledge base for decisions
about economic policy. This will be achieved by carrying out (i) a
policy analys:. program, (ii) an Indo-American scholarly exchange
program, (iii) conferences, and (iv) publications. The policy analysis
program examines the current institutional framework in India, explores
whether this framework constrains the economic liberalization process
and determines whether there is a need for reform. IRIS will
disseminate the results of policy analysis to the research community, to
politicians and government officials, to the media and the public in
India through conferences and publications.

Relationship to USAID Program Strategy: The USAID program
strategy in India is to help India make progress towards sustainable
development by focusing on three primary program objectives:
accelerating broad-based economic growth, stabilizing population
growth, and protecting the environment. IRIS activities in India--as a
part of the Mission’s Technical Assistance and Support Project (TASP)-
-contribute to Mission objectives, especially to the objective of
accelerating broad-based economic growth by providing economic
policy analysis results and advocacy to increase the competitiveness of
the Indian economy and to improve the financial and regulatory
environment.




Progress toward Project Purpose during the Reporting Period: The
purpose of this project. namely increasing the understanding and
awareness of the role of institutions in economic development in India
and generating a better knowledge base for decisions about economic
policy, has been furthered during the reporting period. The IRIS
sponsored policy paper "The Food Corporation of India: Successes and
Failures in Indian Foodgrain Marketing" by Ashok Gulati, Pradeep
Sharma, and Satu Kiihkonen generated and revived public debate on
Indian foodgrain and rice marketing policies and buffer stocks. The
results of the paper have been presented and discussed in Indian
newspapers and magazines. Further, the task of revising the best of
policy papers into a publishable form continued. Work also continued
on the book which will include some of the best papers of the program.
At the same time, IRIS in collaboration with the NIPFP solicited new
policy analysis proposals throughout India and the United States. About
750 Policy Analysis Program brochures were mailed to Indian and
American universities and research institutes. The program was also
advertized in the two leading Indian newspapers--The Times of India
and The Economic Times--and in the Indian journal Economic and
Political Weekly. In addition, IRIS and the NIPFP issued a press
release on the launching of the program. As a result, IRIS received
over 400 inquiries about the program during the reporting quarter, and
the proposals started coming in. The planning and organization of
conferences proceeded also at a good pace. Unfortunately, the final
agreement with CDE regarding their participation in the program broke
down over compensation rates. Alternative arrangements for logistical
support were, however, immediately made. IRIS hired a New Delhi-
based PR-firm to organize the press coverage of IRIS events in India,
and to help with conference promotion, organization, implementation,
and follow-up. The rest of the CDE functions were taken o er by
NIPFP. IRIS is also working on getting the CDE staff re-involved in
the program. Individuals scholars associated with CDE are approached
directly and invited to participate in the program.
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2. Progress report

A.  Technical Implementation'

Activities Planned for Reporting Current Explanations
Quarter Status

Revision (by Scholars) of Best 2 See Attachment I for the list and

Policy Papers for Publication. status of the IRIS sponsored policy
papers. Copies of papers revised
and completed during the quarter
attached.

Publishing Policy Papers in 3 Publications delayed because of

IRIS/India Working Paper Series. other urgent activities.

Book 2 IRIS is editing the best policy
papers and publishing them as a
book. Publishers contacted during
the quarter.

Public Debate on India’s Foodgrain 2 IRIS policy paper on the Food

Marketing Policies Corporation of India generated and
revived national debate in India on
Indian foodgrain and rice marketing
policies. See Attachment II for
copies of some of the press
coverage.

Solicitation of Policy Analysis 2 IRIS, with the help of NIPFP,

Proposals.

solicited policy analysis proposals
throughout India and the USA.
About 750 Policy Analysis Program
Brochures were mailed to
universities and research institutes
in India and the USA. See
Attachment III for a copy of the
Policy Analysis Program Brochure.

Status of activities as defined in the delivery order.

3
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Advertising Policy Analysis
Program.

IRIS advertized the Policy Analysis
Program in the following Indian
newspapers and journals:

(1) The Times of India

(2) Economic Times

(3) Economic and Political Weekly.
See Attachment IV for copies of
advertiscments.

Press Release of Launching of
Policy Analysis Program.

IRIS and NIPFP issued a press
release on the launching of the
program. See Attachment V for a
copy of the press release.

Inquiries of the Policy Analysis
Program.

IRIS received over 400 inquiries
(faxes, letters, e-mails, phone calls)
about the program during the
quarter.

Forming of Proposal Review
Committee

IRIS formed a Proposal Review
Committee of Indian and American
scholars to review and select the
proposals. The members of the
Committee will be as follows:
IRIS:

Dr. Mancur Olson

Dr. Satu Kiihkoénen

Dr. Brian Fikkert

Dr. Anand Swamy

Mr. Brian Steinhardt
NIPFP:

Dr. Parthasarathi Shome

Dr. Indira Rajaraman

Dr. Gupta

Dr. Mishra

Planning of Distinguished Speaker
Conference to be held in November
1995.

See Attachment VI for a summary
of the status of IRIS conference
plans in India.

Planning of Distinguished Speaker
Conference Series to be held in
January 1996.

See Attachment VI for a summary
of the status of IRIS conference
plans in India.




Planning of Tele-Video Conference 2 See Attachment VI for a summary
on "Is Democracy Slowing Down of the status of IRIS conference
India’s Economic Growth?" plans in India.
Planning of Indo-American 3 Launch of the program delayed by
Scholarly Exchange Program. other pressing activities.

Current Status Key:

(1) Action Completed

(2) Action in process

3 Action delayed

4) Action canceled

Estimated .
Planned Activities for Next Quarter Completion Entity Responsible for Action
Date

Publishing Policy Papers in 9/95 IRIS
[RIS-India Working Paper Series.
Book. 12/95 IRIS, Scholars and Publisher
Review and Selection of Policy 8/95 IRIS and NIPFP
Analysis Proposals.
Contracting with Scholars. 9/95 IRIS
Commissioning of Policy Papers. 9/95 IRIS, NIPFP
Organization and Marketing of Tele- 9/95 IRIS, Worldnet TV, Genesis PR
Video Conference.
Worldnet Tele-Video Conference on 9/95 IRIS, Worldnet TV, Genesis PR
"Is Democracy Slowing Down
India’s Economic Growth?"
Planning of Distinguished Speaker 11/95 IRIS, NIPFP, Genesis PR
Conference to be held in November
1995.
Planning of Distinguished Speaker 1796 IRIS. NIPFP. Genesis PR
Conference Series to be held in
January 1996.
Launching of Indo-American 9/96 IRIS

Scholarly Exchange Program

AN



B. Project Administration

Activities Planned for Reporting Current Explanations
Quarter Status

Finalization of Work Plan. | Refinements of the Work Plan
discussed in considerable detail
with USAID/India. Work Plan
approved.

Finalization of Expenditure 1 Expenditure Projection approved.

Projection.

Revision of Policy Analysis Program | See Attachment III for a copy of

Brochure. the Program Brochure.

Subcontracting with NIPFP. |

Alternative arrangements for | See Attachment VII for a plan for

logistical support in India. replacement of CDE functions.

Travel of IRIS/India Project Director 1 IRIS/India Project Director:

and [RIS Field Director to New June 11-25, 1995

Delhi to (i) interview Indian PR

firms and select one to do PR work IRIS Field Director:

for the project, (ii) meet with June 6-15, 1995

NIPFP. (iii) meet with other relevant

scholars and journalists.

Hiring of Indian PR firm to (i) ] IRIS solicited offers from around

organize the press coverage of IRIS 30 PR firms in India. IRIS/India

events in India, and to (ii) help with Project Director and IRIS Field

conference promotion, organization, Director interviewed the firms with

implementation, and follow-up. best offers in June in New Delhi.
Genesis PR, a New Delhi-based
woman-owned firm, was chosen to
do the work. The selection was
based on the following criteria: (i)
quality and reputation of the firm,
(ii) cost, and (iii) capability to
undertake administrative tasks.

Current Status Key:

H Action Completed
(2) Action in process
3 Action delayed




4) Action canceled

Estimated
Planned Activities for Next Quarter Completion Entity Responsible for Action
Date
m‘_‘
Finalization of Subcontracting with 7/95 IRIS, Genesis PR
Genesis PR.
Preparation of Marketing Materials 10/95 IRIS, Genesis PR
for the program.
CDE Participation 10/95 IRIS
3. Other problems/issues and intended steps toward resolution:

Final agreement with CDE regarding their participation in the next phase of the program
broke down over compensation rates. Individual scholars associated with CDE will be
approached directly and alternative arrangements for logistical support in India are being

made.

I1I. FINANCIAL DATA Please see attached.



IV.  ATTACHMENTS

Attachment I:

Attachment II:
Attachment III:
Attachment [V:
Attachment V:

Attachment VI:

Attachment VII:

List of IRIS sponsored policy papers and their status.

Press on IRIS Policy Paper on the Food Corporation of India.

Policy Analysis Program Brochure
Policy Analysis Program Advertisements
IRIS-NIPFP Press Release of May 1995
IRIS/India Conference Plans

Plan for Replacement of CDE Functions
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ATTACHMENT I to the IRIS/India Quarterly Report for April-June 1995

List of 1R1S/India Sponsored Policy Papers and Their Status




IRIS-INDIA Policy Analysis Program

Institutions, Incentives and Economic Reforms

Papers Revised and Completed:

Dr. Dilip Mookherjee (Indian Statistical Institute. New Delhi) and Dr. A;indam Das-
Gupta (National Institiite of Public Finance and Policy),
* "Reforms in Indian Income Tax Enforcement”,

* "Tax Amnesties in India: A Theoretical and Empirical Analysis."

* "Recent Trends in Income Tax Administration in the CIAT Countries."

* “Income Tax Enforcement in Spain."

* "Reforms in Income Tax Enforcement ir: Mexico."
Dr. Kenneth Kletzer and Dr. Nirvikar Singh (Department of Economics, University of
California, Santa Cruz),

“Indian Fiscal Federalism: Political Economy and Issues for Reform".
Dr. Anil Deolalikar (Department of Economics, University of Washington) and Dr.
Prem Vashishtha (National Council for Applied Economic Research),

"The Health and Medical Sector in India: Potential Refarms and Problemns",

Dr. Mrinal Datta Chaudhuri (Delhi School of Economics).
"Labor Markets as Social Institutions in India".

Dr. Brian Fikkert (Department of Economics. University of Maryland),
"Reforming India’s Technology Policies: The Impacts of Liberalization on Self-
Reliance and Welfare.”



Dr. Ashok Guha (School of International Studies. Jawaharlal Nehru University),
"The Design of Decision Making: A Studv in Economic Administration with
Special Reference to Indian Economic Reform”.

Dr. Govinda Rao (National Institute of Public Finance and Policy) and Dr. M.R.
Narayana (Institute for Social and Economic Change),
"Fiscal Reforms and the Role of Sub-Center Governments".

Dr. Ashok Gulati (National Council for Applied Economic Research), Dr. Pradeep
Sharma (Planning Commission) and Dr. Satu Kédhkonen (IRIS),
"The Food Corporation of India: Successes and Failures in Indian Foodgrain
Marketing".

Dr. Pradeep Agrawal (Indira Gandhi Institute of Development Research),
"Regulation and Reform of the Financial Sector in India: An Analysis of the
Underlying Incentives ".

Dr. Kaushik Basu (Cornell University and Delhi School of Economics),
"Legal and Institutional Prerequisites of Market Reform in India".

Papers Completed:

Dr. Anand Gupta (Indian Institute of Management, Ahmedabad),
"Privatization and India’s Economic Reforms".

Dr. D.M. Nachane (Department of Economics. University of Bombay),
"Intellectual Propertv Rights in the Uruguav Round: An Indian Perspective".

Dr. Shashi Kolavalli (Indian Institute of Management, Ahmedabad),
"Options for Improving Performance of Irrigation Systems in India”.

Dr. Ramaswamy Aiyar (Institute for Financial Management and Research, Madras)
and Dr. Hanumantha Rao (Institute for Financial Management and Research. Madras),
"Indian Energy Scene--Problems and Prospects”.

Dr. Isher Ahluwahlia (Center for Policy Research),
"Industrial and Trade Policv Reforms in India".

Dr. Bibek Debroy (National Law School of India University),
"Consumer Protection Legislation in Public Utilities in India".

Dr. R.J. Mody (Sardar Patel Institute of Economic and Social Research),
"Reforms in Non-Bank Financial Intermediaries”.



Dr. E. Sridharan (Center for Policy Research).
"Coalition Theorv and Indian Politics: Implications for Public Policv",

Paper Under Revision:

Dr. Dilip Mookherjee (Indian Statistical Institute. New Delhi) and Dr. Arindam Das-
Gupta (National Institute of Public Finance and Policy),
"Manpower Productivitv and Organization in Tax Assessment.”

N1y
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ATTACHMENT II to the IRIS/India Quarterly Report for April-June 1995

Press on IRIS Policy Paper on Food Corporation of India
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BUSINESS

BUFFERSTOCK

Problems of Plenty

Surplus foodgrain stocks pose a dilemma for the Government

an economy of shortages, govern-

I ment agencies are expected to be weil

fortacklingproblems. Butgive

them overflowing granaries, and they

flounder. The Food Corporation of India

(Fa1), the chief procurement agency of

the Government, is grappling with a

swelling stock of foodgrainsfor two years
andthe strain is beginning totell.

The excess bufler stock of rice and
wheat with the Government has locked
up capital worth Rs 8.42 5 crore-—~much
more than the esnmated Union budget
deficit of Rs 5.000 crore tor 1995-96. If
the amount in the grananes is large, the
extentto which the builer stock hasover-
shot targets 1s alarming. On Aprl 1.
1995, the ra's stocks totalled 26.4 mil-
lion tonnes—1 7.7 million tonnes of rice
and 8.7 million tonnesof wheat—which
isfar bevond the 14.5 miilion tonnesrec-
ommended foroperanonal requirements
and use during an emergency by the
Bufler Stocking Commurtee in the Food
Ministry. Addto that the procurement by
state agencies and the stock vaults past
the required amcunt by 100 per cent.

What's worse. itisestum:ated that the
Fc1 will procure another 13 million
tonnes of wheat between Aprit 1 and
June 30. Hard-pressed for room. 1t will
have to opt for open storage for the in-
coming rabicrop. A forbidding prospect.

YASBANT NEGI

—
5331,

L

ta I i o sataad
AnFClI granary: hard-pressed for room

considering its record of storage and
transtt losses, which stood at Rs 214
crorein 1993-94. Ashok Gulati. head of
the agriculture and rural-development
wingof the National Council of Applied
Economic Research. says just 63 per
cent of what the rct distributes reaches
consumers because of improper weigh-
ing and pilferage during transportation.
Bestdes leaving the targeted con-
sumers 1n the lurch. these loopholes
addto the pressures on the economy. As
the rci’s issue price is much lower than
its economic cost—which comprises
expenses on procurement. storage and
distribution—the Governmentisforced
to plug the gap w. a subsidy. which
wasaroundRs 5.100crorelast vear, Ex-
perts. however. point out that the ¢cI
cannot paper over its blemishes by cit-
ing the lower issue price. “The rct sinef-
fictencyreflectsin the fact thateven f it
sold at the market price. it wouldn't re-
cover the economic cost.” savs Gu-
lati.Officials at the rci say the agency
has no option but to procure. Savs A\
uokak. managingdirectorol lhccorpo
ration: "There's an open-ended com-
mitment by the Government to oifer
minimum support prices to the farm-
ers. At the given procurement prices.

Exports could reduce the excess buffer stock. but
the FCT's non-competitive prices getin the way

Chantbv JAl

RISING STOCKS

o

In mithon tonnes)
3g -1 Men tonnes)

T

l

1984 ‘8585 '87 ‘88 '89 '90'91'92°9394'95°
Sawos: Econome Survey 1994-85  * Provisioned

The Cost of Carrying
(ason April 1,1995)

3 Average cost of stocks”:
Rs 670 per quintal

J Actualsstock:
>0 million tonnes

3 Buffer stock norm:
14.5 miilion tonnes

2 Capital locked up owing to
excessreserves: Rs 8.423 crore

therarisbound tobuy from the farmers.
however much they offer.”

Other factors on the supply and de-
mand fronts have also fed the problem.
While seven normal monsoons in suc-
cession have ensured better crops, the
oil-take from the Public Distribution
System (pDs) has been on the decline in
the wake of rising issue prices. Accord-
ing to the 1994-95 Economic Survey.
the off-take of both wheat and rice has
been declining for the past three vears.

Exportisa possible solution for reduc-
ing the excess bufler. but the rai's non-
compentive prices stand in the way.
Gokak concedesthattherar'sbidtodabble
indirect exports fell through. As an aiter-
natve. the agency ismaking open market
salesof wheat tothe State Trading Corpo-
ration which sells it abroad. For rice. the
¢(1 has been granted the authorisation to
export this March. Theraisalso trving to
vflload stocks in the open market.

Such efforts alone may not be
¢nough., “Thera’s role should gradually
be reduced.” says Gulati. Its operations
belie the premuse of thethercr Act that it
should be run asacommercialcompany.
Private plavers. who are hemmed in by
curbson stocks and exports as grains fall
under the Essenual Commodities Act.
have to be given more leewayv. The coun-
try. say experts. can now afford to allow
such a move as it has put behind it the
daysof chronic food shortage, The ques-
tion is: \ill the Government go against
the grain: —MONICA RAINA

68 INDIA TODAY @ MAY 1§ 1998






ATTACHMENT HI to the IRIS/India Quarterly Report for April-June 1995

Policy Analysis Program Brochure




Institutions, Incentives,
and Economic Reforms

Policy Analysis Program: Call for Proposals

‘B



‘ POLICY ANALYSIS PROGRAM '

The Center for Institutional Reform and the Informal Sector (IRIS), jointly with the National
Institute of Public Finance and Policy (NIPFP), is carrying out a policy analysis program on
institutional and economic reform in India. The program sponsors policy analysis that explores
whether and how the Indian current institutional arrangements impede economic reforms at the
central and state levels and how they might be altered to promote equitable economic growth and
the reduction of poverty. The current program will be an extension of the IRIS Center’s Policy
Analysis Program that was launched in September, 1993. That program generated substantial
analysis. exploring such varied topics as the role and performance of the Food Corporation of
India in Indian foodgrain and rice marketing to the role of foreign direct investment in India’s
technology policy.

Institutions in Economic Development

What are institutions? Institutions are understood as the rules and arrangements that govern the
economy and economic policymaking. They include the fundamental political, social, and legal
rules that estabiish the basis for production. exchange, and distribution. Examples are the rules
governing elections, property rights, and the right of contract. Institutions are often referied to
as social capital since they arise from social interaction: they emerge out of decisions of
individual actors to obey the rules or to act collectively to change them. The rules can e either
formally written down and enforced by government officials or unwritten and enforced by
informal sanctions.

Why do institutions matter in economic development? A country cannot achi.vc economic
progress and efficiency simply by having the government not interfere with the economy. A
thriving market economy does not emerge automatically. It requires institutions that most people
in the economically developed democracies take for granted. but many developins countries are
lacking. For example, the incentives to save and to invest depend upon individual rights to
marketable assets--on property rights. These rights assure individuals. and the firms they create,
that they can best advance their interests by being as productive as possible and engaging in
mutually beneficial trade. Further. if there is no right to create lersily secure corporations with
limited liability, the private economy cannot properly exploit those productive opportunities that
are too large for most individuals to undertake. If there is no legal framework to encourage
innovation through patents and copyrights or to facilitate risk-sharing through insurance and
hedging in futures markets. there will be too little innovation and risk-taking in the economy.
Thus. appropriate economic institutions are essential for economic development. They structure
individual incentives in production and exchange and. thereby, either impede or enhance
economic growth and equitable economic development.



2 INSTITUTIONS. INCENTIVES. AND ECONOMIC REFORMS

A proper set of institutions can also have powerful equality-promoting effects. There are
institutions which can enable individuals with little property and without political connections to
make investments in themselves and in their enterprises so that they can accumulate wealth. Fair
and transparent procedures for the enforcement of property rights, contracts and business
regulation open the way for competition and for the participation of low- and middle-income
people.

There is a great deal of consensus among economists and other analysts of economic
development on the kinds of policies and institutional arrangements that lcad to poverty reduction
and economic growth. A stable macroeconomic environment, open trade and investment, free
operation of product and factor markets together with a legal and regulatory environment that is
supportive of exchange, efficient public investment in infrastructure and human capital are the
kind of arrangements that not only promote economic growth, but also are the way to reduce
poverty dramatically in the long run. The policies and institutions governing economic life in
India. however. are increasingly recognized as key constraints to broad-based economic growth.
Burdensome procedures, complicated regulations and ineffective redress for contract breach
distort the incentives of economic actors and hinder equitable development. This begs the
question: Why are better policies not adopted? Why do labor market institutions that impede
progress persist? What are the obstacles to creating an institutional environment which can
harness the vast energies of the Indian people to the wheel of progress?

Understanding the obstacles to policy and institutional reform in India requires analysis of the
problems of collective action. Government policies are the outcomes of political struggles in
which organized interest groups play a great role. Similarly, institutional arrangements, both
formal and informal, are strongly influenced by the pressures of interest groups, whose goals are
often quite distinct from those of society at large. The policies and institutions, however, are also
shaped by the intellectual environment within which the policy debates takes place. Thus, an
understanding of the roles of interest groups and ideology in the formation and reform of policies
is vital for bringing about the new policy and institutional framework that will enable India to
conquer poverty and realize her economic potential. This program aims to enhance that
understanding and explore how ther.. institutional arrangements might be altered to promote
equitable development.

Objectives of the Program

The objective of the program is to promote the design and adoption of economic policies and
institutions that would encourage economic growth and ultimately reduce poverty in India.
Strategies to alleviate poverty can be divided into three categories: providing goods and services
directly to the poor. like famine relief; spending resources directly on the poor. by such means
as increasing literacy and improving health care and housing programs: and implementing policy
reforms and institutional improvements which will accelerate equitable economic growth raising
incomes and living standards of the poor. While the first strategy can be justifiable. especially
in the event of disasters. the second and the third ones are superior if the aim is to enhance long-
term sustainable development. This program uses the third strategy to attempt to improve the
economic environment for the poor.
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Further. the program aims to increase the understanding and awareness of the institutional aspects
of economic issues in India. and to generate a better knowledge base for decisions about
economic policy. The program seeks to raise the quality of discussion about the effects of
institutions on economic development by providing policy analysis results to the research
community, to politicians and government officials. and to the media and the public. The
purpose is not to ratify a preconceived set of conclusions. but to support serious inquiry and let
the findings speak for themselves.

Themes and Topics of Policy Analysis

The analyses supported will illuminate the legal, political. and organizational arrangements which
are relevant for policy formulation and economic reforms in India. The analysis will be guided
by an appreciation of the incentives and the constraints facing all the actors in the complex
relationship between business and government agencies and between government and special
interest groups. Attention will be given to how these interactions might be altered in a more
productive direction. The analysis will be unified by this focus on how the rules of the game
affect the relationships among business, government. and the public: and hence affect the rate of
economic growth and equitable economic development; and how these rules and institutions
might be altered to encourage a more efficient and progressive economy.

The program supports policy analysis in the following five areas: (1) Governance and Economic
Development, (2) Agricultural Parastatals, (3) Public Enterprise Management and Industrial
Deregulation, (4) Fiscal Federalism and Tax Administration, and (5) Women'’s Property Rights
and Fertility, Poverty and Economic Development. Comparative studies of policies and
institutions in India and other countries are strongly encouraged since they will help to identify
characteristics of successful reforms which would benefit India. Strong emphasis is also given
to state level analysis. There is no specific set of specific topics for papers, but an illustrative
list of topics for each of these areas is as follows:

L. GOVERNANCE AND ECONOMIC DEVELOPMENT

Governance is defined as the act or process by which authoritative power is exercised. Good
governance is vital for economic development because it complements sound economic
policies. For example, efforts to encourage private production and market-led growth may
not succeed unless investors face clear rules and institutions that reduce the uncertainty of
future government action or inaction. A society cannot have much borrowing and lending
or obtain many of the gains from mutually advantageous trade unless individuals and firms
have the right to make contracts with one another that will be impartially enforced. Public
expenditure reforms may fail if accounting systems are so weak that budgetary policies
cannot be implemented or monitored. or if procurement systems encourage corruption. The
aim here is to illuminate the system of governance in India: examine whether it impedes the
economic liberalization process and to identify the problem arcas and suggest how they might
be altered in a more productive and equitable direction.




INSTITUTIONS. INCENTIVES. AND ECONOMIC REFORMS

[Hustrative topics include the following:

State level case studies on the requirements for setting up a business. What kind of
clearances are required? Do the regulatory environment. tax structure, property rights,
and access to credit and other forms of finance inhibit economic activity? Is bribery
necessary to conduct business in India? Is the regulatory environment friendly towards
new businesses and competition or are there entrenched interests that hinder entry? How
can the regulatory environment be improved to encourage production and investment and
discourage influence activities? Does this require changes in the incentive structure in
the regulatory bodies and the bureaucracy? What kinds of changes are necessary?

Case studies of the decision-making processes in state and local governments. Analysis
of successes and failures in the design of incentives for an efficient, accountable, and
transparent public sector. What is the incentive structure in the bureaucracies; for elected
officials? Are there policies that are generally recognized to be superior in terms of
efficiency and equity that are not being implemented? Are there avenues of influence that
distort the decision-making process? Who might utilize these avenues and for what
purpose? Can the incentive structure be adjusted in such a way as to encourage a more
efficient and transparent decision making process?

Empirical evaluation of the informal market activities in Indian states. How big is the
informal sector? What type of businesses engage in informal activity? Why do they
operate in the informal instead of the formal sector? In what ways can local, state and
federal policies be amended and simplified to encourage movement towards the formal
sector? Evaluation of the losses to the society from the informal sector activities?

Analvsis of the contract enforcement regime in India. for example, through a
questionnaire to business people asking them (i) to evaluate the problems they face, and
(ii) to assess how much of their revenue would they be willing to give up if the problems
were eliminated (contingent valuation). Can the economic losses from the operation of
the Indian courts be quantified? Could contract enforcement be strengthened by a more
permissive legal stance toward voluntary binding arbitration? How does the state of
contract enforcement in India compare with that in other developing countries? Are there
alternative regulatory mechanisms for contracts enforcement?

Evaluation of the property and land rights in India. Are these rights sccure? If not, why
not and what should be done? What is their economic impact? What is the scope of land
reform with special reference to land consolidation?

(J\'\r
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IL. AGRICULTURAL PARASTATALS

The government intervenes in the agricultural marketing process in India through marketing
boards and cooperative organizations. These parastatals are part of the public sector and
have sprung up in response to many different impulses. These include the attempt to
stabilize commodity prices. to protect small farmers, and to control the market. Examples
of parastatals include the Cotton Corporation of India. the State Trading Corporation, and the
Jute Corporation of India.

The aim here is to evaluate the role and performance of Indian agiicultural parastatals. What
effects. both good and bad. has the parastatal had on the economy? Has the parastatal reached
its set objectives? At what cost? Is it efficient at doing what it originally set out to do? What
is the incentive structure for the staff? Who benefits from its existence, who does not? Does
a parastatal serve a purpose in a liberalized economy? If necessary, how should the parastatal
be reformed? How does the commodity marketing in India compare to the marketing of that
specific commodity in other countries?

III. PUBLIC ENTERPRISE MANAGEMENT AND INDUSTRIAL DEREGULATION

Given the breadth of the Indian public sector, its performance is critical for the economic
reform efforts. The focus here is on the deregulation of the Indian telecommunications,
power, and banking sectors, whose eificient functioning is crucial for private sector
development. The deregulation of these sectors has already started, but many issues still
need to be resolved before their reform is complete. The aim here is to explore this
deregulation process from the political economy point of view. In particulir, it is important
to assess how to proceed with deregulation and. if appropriate, with privatization. Further,
the aim is to examine how the current legal and regulatory framework and competitive
environment should be amended to make these reforms successful.

Ilustrative topics include the following:

A survey exploring what the citizens and entrepreneurs of different cities/states think of
the public utilities and related agencie- that deliver services in the citv/state. How
satisfactory are the public services? What specific aspects are satisfactory or
unsatistactory? What does it cost for users to get the service or to solve the problems
associated with getting these services? Has the efficiency and quality of public services
improved as a result of economic reforms?

Analvsis of what should be the appropriate roles of the government and private sector in
these areas. In which areas might gains from privatization best be realized? In which
areas might corporatization or deregulation be the best solution? What is the appropriate
speed and sequencing of deregulation and privatization in India. Should the public sector

(,\ W
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IV.

enterprises be restructured before privatization? Evaluate enterprise restructuring in India.
Are there legal and regulatory obstacles to mergers and acquisitions or liquidations?
What can India learn from the experiences of other countries with deregulation and
privatization?

Empirical evaluation of the current performance of each of these sectors. For example,
an examination might include a description of the adequacy of electricity supply in Indian
states. What effects. both good and bad. have State Electricity Boards and the Coal India
Ltd. had on the performance of the power sector and on the overall economy? Are their
operations efficient? What are the problems?

Analysis of the impact of enterprise restructuring and liquidations on labor. Evaluation
of the Indian unemployment insurance system anu retraining programs. How to develop
safety nets, including a social security system?

Benefits from deregulation and privatization depend on the regulatory and competitive
environment in which the newlv-privatized firms operate. Is the current institutional
environment deterring the private sector participation and foreign investment in these
sectors? For example, deregulation and privatization envisages a major role for a stock
market. Are the Indian stock market and related regulations adequate? What are the
effects of barriers to internal and external trade on the private sector participation?

The political economy of deregulation and privatization: how do political arrangements
constrain the process? How can these constraints be overcome?

FISCAL FEDERALISM AND TAX ADMINISTRATION

The Indian fiscal federal structure, within which tax. transfer and public spending programs
are designed and implemented. can be a major tool or impediment to Indian economic
development and the alleviation of poverty. It is important to examine the working of the
Indian fiscal federal structure from the political economy point of view. Does the current
structure impede equitable development and how? Identify the problem areas and suggest
how they might be improved in a more productive and equitable direction within the existing
political constraints.

The illustrative list of topics for this area includes:

Analvsis of the adequacy of infrastructure supply, road construction and maintenance,
electricity supply, goods distribution systems run by the government in different states.
Analysis of interest group pressures and bureaucratic failures in government services
delivery, as well as successes. Can state and regional variations in government
performance be explained by differences in governmental structures or an incentive
system?
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Evaluation of the efficiency and equiry of governmental social services such as health in
different Indian states. Analysis of interest group pressures and bureaucratic failures in
government services delivery. as well as successes. Can state and regional variations in
government performance be explained by differences in governmental structures or an
incentive system? What is the impact of center-state jurisdictions over health care
expenditure in service delivery? Do government services adequately reach the most
vulnerable sections of the population? What role can the private sector play in the
provision of health care services? How do private and public sector health care providers
compare with respect to cost and efficiency?

Evaluation of the efficiency and equity of governmental social services such as education
in different Indian states. Analysis of interest group pressures and bureaucratic failures
in government services delivery, as well as successes. Can state and regional variations
in government performance be explained by differences in governmental structures or an
incentive system? What is the impact of center-state jurisdictions over education
expenditure in service delivery? How crucial has the role of the state been in the
formation of an educated workforce? What role can the private sector play in the
provision of educational services?

Studyv of the role of the Indian pharmaceutical industry in improving Indian health care.
Is the Indian pharmaceutical industry responding to the health needs of the population?
What is the appropriate patent regime for this sector? Is the regulation of antibiotics
(which generate externalities) appropriate? How can cost recovery be utilized to channel
more resources into the health care system? 1Is more cost recovery appropriate for
medical education?

Evaluation of the Indian fiscal federal svstem. Has the Indian fiscal federal system
created opportunities for rent-seeking, dissuaded investment and production decisions and
harmed domestic and foreign trade? What has been its impact on state finances? How
can the situation be corrected?

Analvsis of the economic impact of commodity taxes at the state and local level. What
are the causes and consequences of octroi, central sales taxes, and differential state tax
structures? How can the state taxation system be simplified and improved?

Studies on tax administration in India: Income taxes: Analysis of the political
economy of Indian income tax administration reform. Can social acceptance of income
taxation be improved in India? How? Can the base for income tax be increased? How?
Is there a scope for changes in the tax laws and administration to widen the coverage?
How to proceed with computerization and organizational reform? What lessons can be
drawn from the experience of other countries with a similar environment.

Corporate taxes: Evaluation of the corporate tax enforcement in India.

Customs duties: Analysis of customs fraud in India.

e



8 INSTITUTIONS. INCENTIVES., AND ECONOMIC REFORMS

V. WOMEN’S PROPERTY RIGHTS AND FERTILITY, POVERTY AND ECONOMIC
DEVELOPMENT

With a population that will reach one billion by the year 2000, India will surpass China as
the most populated country on earth early in the next century. How have the fertility rates
in India been affected by the country’s institutions. in particular. by women’s property rights?
That is. what impact have female property rights. the lack of social security and pensions,
and the dowry system had on fertility in India? Further. what kind of impact has the high
population growth rate had on economic development?

The illustrative list of topics for this area includes the following:

Analysis of how women's propertv rights (the right to own property, the right to inherit
property, the right to retain one's property and children in the event of the husband's
death) affect fertility, poverty and economic growth. How do women’s property rights
affect the intrahousehold distribution of money and non-monetary indicators of health and
education? What is the effect of dowry on fertility? Evaluation of the social security
system, or lack of it, on fertility. Examination of the effect of family planning campaigns
on fertility? What are the causes and consequences of child marriages and their effect on
fertility? What is the impact of population growth on the evolution of Indian rural
institutions like the land tenure system?

SPECIFIC TOPICS WILL BE DETERMINEL IN DISCUSSIONS BETWEEN INDIAN SCHOLARS AND IRIS.

Duration of the Program:

The program has a duration of eighteen (18) months. All policy analysis projects are expected
to be completed by July 1, 1996.

Level of Support:

The size of policy analysis grants will vary between $500-$10,000: the grants to individuals being
commonly between $500-$5,000. and the grants through institutions between $500-$10,000.

Policy Analysis Result Dissemination:
The policy analysis results will be disseminated to Indian policymakers, scholars, and the media

in India through conferences. working papers, and a series of edited volumes. Researchers may
be asked to participate in seminars and conferences in India during the course of the program.

Y
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How to Participate: Guidelines for Proposals

If you want to participate in the Policy Analysis Program. please send a
proposal along with the attached Proposal Sheet filled in, the proposed budget,
and the Curriculum Vita(e) of the author(s) to IRIS by July [, 1995. The
program is open to all scholars interested in working on India.

The Review Committee of both American and Indian representatives will select
proposals for funding by August 5. 1995. The scholars selected will be notified
in writing.

For those scholars selected, mid-term progress reports are expected to be
submitted on January 1. 1996 and final papers by July 1. 1996. The final
papers submitted on July 1, 1996 are expected to be polished, and of journal
length and quality.

Please note that the call is for proposals for policy analysis papers. The
program does not make grants to support conferences.

ABOUT IRIS AND NIPFP

The Center for Institutional Reform and the Informal Sector (IRIS), affiliated with the
University of Maryland’s Department of Economics, has two main purposes: enlarging knowledge
about the role of institutions in economic development through research, and promoting
institutional reforms in the Third World and in countries undergoing transition from communism
by providing technical and organizational assistance. The Chairman and Principal Investigator
of IRIS is Professor Mancur Olson. The main institutions of concern to IRIS are the rules that
structure incentives to stimulate production and mutually advantageous trade. and those that
provide legal framework for competitive markets. The premise of IRIS is that institutions in the
less successful economies of the Second and Third World offer poor structures of incentives,
inhibit economic growth and equitable development. and often force much economic activity into
the informal economy.

The IRIS/India Program is funded by the United States Agency for International Development.

National Institute of Public Finance and Policy (NIPFP), is the leading Indian research institute
in public finance and related fields of policy. It is an autonomous non-profit organization whose
main functions are to carry out research. consult Iindian federal and state governments, and
organize training courses in public finance and policy to the officials at various level of
government.

fy
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For further information, please contact:

Dr. Sata Kiihkénen, Project Director
The IRIS Center

2105 Morrill Hall

University of Marylan2 at College Park
College Park, MD 20742

US.A

Phone: (301) 405-3051

Fax: (301) 405-3020

E-mail: satu@iris.econ.umd.edu
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IRIS/NIPFP Proposal Sheet

(Applicant fill in below)

Name of Applicant(s):

Organizational Affiliation:

Proposed Title:

Proposed Budget:

Applicant’s Address:

Phone: Fax:
Attachments: 1. Proposal (20 page maximum) including:
a. Summary (less than one page)

b. Issue to be analyzed; connection to the theme of the
program
c. Description of methodology and data
d. Potential implications for India
e. Bibliography of latest related policy papers
2. Proposed Budget (one page maximum)

3. Curriculum Vitae

Direct Applications and Questions to:

Dr. Satu Kihkonen

The IRIS Center

University of Maryland

2105 Morrill Hall

College Park. MD 20742, USA
phone: (301) 405-3051

fax : (301) 405-3020
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Policy Analysis Program: Call For Proposals

The Center for Institutional Reform and the Informal Sector (IRIS) at the University
of Maryland, in collaboration with the National Institute of Public Finance and
Policy (NIPFP), New Delhi, is seeking proposals for its policy analysis program in
areas relevant to policy formulation and economic reforms in India.

The program supports policy analysis in the following five zieas: (1) Governance
and Economic Development, (2) Agricuitural Parastatals, (3) Public Enterprise
Management and Industrial Deregulation, (4) Fiscal Federalism and Tax
Administration, (5) Women’s Property Rights and Fertility, Poverty and Economic
Development. Further details available upon request.

Thie program is open to all scholars interested in working on India and its economic
reform effort. Each proposal selected for the program will be eligible for funding |
up to the amount of $10,000. The last date for submission of policy analysis
proposals 1s July 1, 1995. Those selected will be notified by August 5, 1995.

For detailed information, and application procedures, please contact:

Dr. Satu Kihkonen, Project Director
The IRIS Center

2105 Morrill Hall
University of Maryland at College Park
College Park, MD 20742, U.S.A.

Phone: (301) 405-3051 Fax: (301) 405-3020
E-mail: satu@iris.econ.umd.edu

Economic and Political Weekly May 6-13, 1995
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Mutual suspicion and con-
spiracies proliferate. In conversa
tions with members of diiferent
groups it becomes clear that man-
euvering against rivals taked at least
as much energy as the ﬂghr against
Parls.

There have been turf wars over
who collects which ‘‘revolutionary
taxes” — the name for the protec-
tton money that many businessesare
forced to pay. In recent months,
Nationalists have even killed one
another.

As worrying to many people is
evidence that the separatist struggle
has become a cover for common
crimes. “The worst part,” an Ajaccip
restaumant owner sald,
factions are attracting young Rambds

who are interested in the power of -

guns and not in idealism. it's getting
very dangerous.”

"is that dﬂ .

What 1s also different 1s that more
Corsicans are tired of violence. in
January, atter four gangland murders
in one week had traumatized the
northern town of Bastia, som=~ 500
women published an anu- violence
statement in the newspapers which
they called 2 “Manifesto for Life.”

Since then, mot: than 2,000
women Fave added thelr signatures,
which is considered a2 high number
in this secretive island society. *'We
get letters of support every day,” said
Bernadette Spagnole, one of the
group’s ccordinators. “Women who
had 2 son killed ¢ 2 husband or 2
cousin. Women who think we've
reached the limits and who don't
want any more armed bands.”

Miss Spagnole contrasted the situ-
ation in Corsica to Sicily’s. “Italy is
coming out.of this viclence ang we
are sliding into it,"” she-said. “More
and more young people ar~ 2armed.”

"What Corsica has in common with

Sicily is the rradition of vendettas
and the local rule of silence and fear
that keeps witnesses and juries from
speaking out in court.

In contrast to Sicily, though, Cor-
sican’  separatists, rather than
profiting from drugs, have called for
the execution of drug dealers to
keep Corsica “clean.” Police believe
that some killings and explosions at
local bars ase linked to the militants’
anti-drug campaign.

The -vomen's group has de-
manded 2 police crackdown on il
legal weapons. They are also staging
monthly demonstrations in front of
government buildings in Ajaccio
where they recite the death toll of
tha month. The women's group says
it takes no sides in the se
struggle but denounces what it sees
a3 its deterioration into mercenary
fights for power.
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. The Centre for Institutional Refarm and the Infarmal. Sectar
{IRIS) at the University of Marylana, in collaboration with the

- Nationai Institute of Public Finance and Pohq «NIPFP}. “New
- Delhi, 1s seeking proposals for its policy analysisprogram in '
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and Economic Reforms
Policy Analysiz Program: Gali for Proposals

areas relevant to policy formulation and économic reforms

The program supports policy analysis in the following five
(1) Governance and Economic Development, (2}
Agricultural Parastatals, (3) Public Enterprise Management
and Industrial Dereguiation, (4} Fiscal Federalism and Tax
Administration, (5} Women's Property Rights and Fertility,
Poverty and Economic Development. Further details
available upon request.

The program is open to all scholars interested in working on
India and its economic reform effort. ‘Each’ proposal selectep
for the program will be eligible for funding up to the amount
of $10,000. The last date for submission of policy analysis
proposals is July 1, 1995. Those selected will be notified by
Auqust 5, 1995

For detailéd information, and application procedures: pleasa

Dr. Satu Kahkonen, Project Director

THE IRIS CENTER
2105 Morrill Hall l - @

University of Maryland at College Park
College Park, MD 20742, USA

Phone : (301} 405-3051 Fax: (301} 405-3020
E-mail: satu @ iris. econ.umd. edu
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PRESS RELEASE

INSTITUTIONS. INCENTIVE AND ECONOMIC REFORMS

Policy Analysis Program
May, 1995

"Do political and economic institutional arrangements impede econornic growth in India?" is
the question posed by the new Policy Analysis Program of The Center for Institutional
Reform and the Informai Sector (IRIS) and the National Institute of Public Finance and
Policv (NIPFP) introduced today. Studies and conferences to be arranged under this program
will éxplorc how reforms at both the state and the central level can be used to promote
equitable economic growth and reduce poverty in India. Past studies. supported by the earlier
phase of this program. have examined topics such as the role of the Food Corporation of
India in Indian foodgrain and rice marketing and the role of foreign direct investment in
[ndia’s technology policy.

The program announced today supports policy analysis in the following five areas: (1)
Governance and Economic Development. (2) Agricultural Parastatals. (3) Public Enterprise
Management and Industrial Deregulation. (4) Fiscal Federalism and Tax Administration, and
(5) Women's Property Rights and Fertility, Poverty and Economic Development. Proposals
will be solicited and funded based on merit from those interested in doing policy analysis in
these areas.

ABOUT IRIS AND NIPFP

The Center for Institutional Reform and the Informal Sector (IRIS). a non-profit
organization affiliated with the University of Maryland's Department of Economics in College
Park. Maryland. U.S.A.. has two main purposes: enlarging knowiedge about the role of
institutions in economic development through research. and promoting institutional reforms in
the Third World and in countries undergoing transition from communism by providing
technical and organizational assistance. The Chairman and Principal Investigator of IRIS is

INSTITUTIONAL REFORM AND THE INFORMAL SECTOR
AT THE UNIVERSITY OF MARYLAND AT COLLEGE PARK

2105 Morrill Hall, College Park, Marviand 20742, Phone: 1301) 405-3110, Fax: (301) 405-3020
IRIS CENTER OF UNIVERSITY RESEARCH CORPORATION. INTERNATIONAL
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Professor Mancur Olson. The main institutions of concern to IRIS are the rules that structure
Incentives to stimulate production and mutually advantageous trade. and those that provide the
legal framework for competitive markets. The premise of IRIS is that institutions in the less
successtul economies of the Second and Third World offer poor structures of incentives.
inhibit economic growth and equitable development. and often force much economic activity
into the informal economy.

The IRIS/India Program is funded by the United States Agency for International
Development.

National Institute of Public Finance and Policy (NIPFP) is the leading Indian research
institute in public finance and related fields of policy. It is an autonomous non-profit
organization whose main functions are to carry out research, consult Indian federal and state
governments. and organize training courses in public finance and policy to the officials at
various level of government.

For further information, please contact:

Dr. Satu Kihkonen, Project Director
The IRIS Center

2105 Morrill Hall

University of Maryland at College Park
College Park, MD 20742

US.A

Phone: (301) 405-3051

Fax: (301) 405-3020

E-mail: satu@iris.econ.umd.edu

Dr. Indira Rajarman

National Institute of Public Finance and Policy
1812 Satsang Vihar Marg

Special Institutional Area

New Delhi 110 067

India

Phone: 91-11-6856087

Fax: 91-11-6852548

E-Mail: indira % nipfp @sirnetd.ernet.in
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ATTACHMENT

Background: Institutions in Economic Development

What are institutions? Institutions are understood as the rules and arrangements that govern
the economy and economic policymaking. They include the fundamental political. social, and
legal rules that establish the basis for production. exchange, and distribution. Examples are
the rules governing elections. property rights. and the right of contract. Institutions are often
referred to as social capital since they arise from social interaction: they emerge out of
decisions of individual actors to obey the rules or to act collectively to change them. The
rules can be either formally written down and enforced by government officials or unwritten
and enforced by informal sanctions.

Why do institutions matter in economic development? A country cannot achieve economic
progress and efficiency simply by having the government not interfere with the economy. A
thriving market economy does not emerge automatically. It requires institutions that most
people in the economically developed democracies take for granted, but many developing
countries are lacking. For example. the incentives to save and to invest depend upon
individual rights to marketable assets--on property rights. These rights assure individuals, and
the firms they create, that they can best advance their interests by being as productive as
possible and engaging in mutually beneficial trade. Further. if there is no right to create
legally secure corporations with limited liability, the private economy cannot properly exploit
those productive opportunities that are too large for most individuals to undertake. If there is
no legal framework to encourage innovation through patents and copyrights or to facilitate
risk-sharing through insurance and hedging in futures markets, there will be too lttle
innovation and risk-taking in the economy. Thus, appropriate economic institutions are
essential for economic development. They structure individual incentives in production and
exchange and. thereby, either impede or enhance economic growth and equitable economic
development.

A proper set of institutions can also have powerful equalitv-promoting effects. There are
institutions which can enable individuals with little property and without political connections
to make investments in themselves and in their enterprises so that they can accumulate
wealth. Fair and transparent procedures for the enforcement of property rights, contracts and
business regulation open the way for competition and for the participation of low- and
middle-income people.

There is a great deal of consensus among economists and other analysts of economic
development on the kinds of policies and institutional arrangements that lead to poverty
reduction and economic growth. A stable macroeconomic environment. open trade and
vestment. free operation of product and factor markets together with a legal and regulatory
environment that is supportive of exchange. efficient public investment in infrastructure and
human capital are the kind of arrangements that not only promote economic growth, but also
are the way to reduce poverty dramatically in the long run. The policies and institutions
governing economic life in India. however. are increasingly recognized as key constraints to



broad-based economic growth. Burdensome procedures. complicated regulations and
ineffective redress for contract breach distort the incentives of economic actors and hinder
equitable development. This begs the question: Why are better policies not adopted? Why
do labor market institutions that impede progress persist? What are the obstacles to creating
an institutional environment which can harness the vast energies of the Indian people to the
wheel of progress?

Understanding the obstacles to policy and institutional reform in India requires analysis of the
problems of collective action. Government policies are the outcomes of political struggles in
which organized interest groups play a great role. Similarly. institutional arrangements, both
formal and informal. are strongly influenced by the pressures of interest groups, whose goals
are often quite distinct from those of society at large. The policies and institutions, however,
are also shaped by the intellectual environment within which the policy debates takes place.
Thus. an understanding of the roles of interest groups and ideology in the formation and
reform of policies is vital for bringing about the new policy and institutional framework that
will enable India to conquer poverty and realize her economic potential. This program aims
to enhance that understanding and explore how these institutional arrangements might be
altered to promote equitable development.
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[RIS/INDIA CONFERENCE PLANS

Worldnet Tele-Video Conference:

Date:

Venue:

Duration:

September 27 1995
USIS Television Studios in (1) Washington DC, (2) New Delhi, and (3) Calcutta.

2.5 hours

Tentative Title:

Topic:

Is Democracy Slowing Down India’s Economic Growth?
Democracy and Economic Development

The purpose of the Worldnet conference will be to discuss the question whether
democracy furthers or hinders economic reform and development. In general, the
conference will discuss the relationship between democracy and development, and
the effect of the political regime (civilian/military, democratic/authoritarian) on the
speed of reform and development.

India embarked on program economic liberalization in the summer 1991. Over
the past three years. the Government of India has taken a number of initiatives
aimed at basic economic restructuring and reform. with the objective of putting
the Indian economy on a sustainable path of high growth. The reforms initiated
so far have been dramatic in Indian standards. However. compared to China or
Eastern European countries. like Poland. the Indian reforms have been modest and
the speed of overall reform slow. The common view in India is that the speed of
overall economic reform has been slow because the country is a democracy. Is
this view correct? Why or why not? The conference will aim to answer these
questions.

INSTITUTIONAL REFORM AND THE INFORMAL SECTOR
AT THE UNIVERSITY OF MARYLAND AT COLLEGE PARK

2105 Morrill Hall, College Park. Marviand 20742, Phone: (301) 405-3110, Fax: (301) 405-3020

IRIS CENTER OF UNIVERSITY RESEARCH CORPORATION. INTERNATIONAL
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Speakers: In Washington DC:

1. Professor Mancur Olson
University of Maryland
Center for Institutional Reform and the Informal Sector (IRIS)

2. Professor Seymour Martin Lipset
Hoover Institution, Stanford University
George Mason University

In New Delhi:
1. Dr. Montek Singh Ahluwahlia
Finance Secretary, Ministry of Finance

2. Mr. Gautam Adhikari
Executive Editor, The Times of India

In Calcutta:
l. Mr. Pramit Pal Chaudhuri
Assistant Editor. The Telegraph

2. open

Proposed Structure:

Pre-taped debate or lecture involving the two speakers in Washington. This part of the
conference will run 30 minutes in length and be shown to the Indian audience prior to the
Worldnet event. The purpose of this part of the conference will be to introduce the
audience to the issues in question. stimulate ideas for debate and discussion, yet allow for
a maximum amount of time for interaction between the audience in India and the
participants in Washington. D.C.

The taped debate or lecture will try to show:

a) What is the relationship, if any, between democracy, development and the speed
of reform?
b) The Case of India: Has the speed of overall reform in India been modest because

the country is a democracy? Why or why not?
Moderated Discussion in India: 30 minutes of questioning. discussion and debate will
immediately follow the pre-taped debate or lecture. This will take place separately in

each of the Indian venues.

Format: Two distinguished Indian speakers in each venue will open the discussion. Each

N



4.

speaker will first give a ten minute presentation on the topic responding to the pre-taped
debate/lecture. These addresses will be followed by a moderated discussion and question
period between the speakers and the audience. The aim here is to generate discussion and
to gather relevant questions to be posed to the speakers in Washington during the
Worldnet Dialogue. The moderated discussion will provide a prelude to the actual
Waorldnet Conference. where questions from the speakers and audience will be relayed to
the Worldnet speakers in Washington.

Worldnet Dialogue: 60 minutes of discussion and debate between the Indian speakers and
two or three speakers in Washington. The dialogue will be a culmination of the ideas and
discussion instigated in the above two sessions. The Worldnet will allow for Indians to
directly interact and exchange ideas with their colleagues in the United States on this
important topic.

Tea and Coffee served.

Approximate Running Time: 2 [/2 hours.



Distinguished Speakers Conference I:

Date: October/November 1995
(The exact date is open. We are currently trying to match the schedules of
different speakers.)

Place: New Delhi
Venue: open
Duration: one day

Tentative Title:
Need for Goldilocks Government: Implications for Collective Choice Approach
for India.

Overall Topic/Theme:
New Institutional Economics and Collective Action

Speakers: Top economists in the field of new institutional economics and collective action
will be speakers at this conference.

The list of speakers and their affiliations is as follows:

I Professor Robert Cooter
University of California, Law School

2. Professor Bradford DeLong
University of California at Berkeley

3. Professor Brian Fikkert
University of Maryland

4. Professor Anand Swamy
University of Maryland

The exact topics of talks are open.
Discussants: open

Chairmen:  open

— .



Distinguished Speaker Conference Series 1I:

Dates and Places:

January 9-10, 1996: New Delhi
January 12-13, 1996: Madras
January 15-16, 1996; Calcutta

Duration: 1.5-2 days/city

Venues: open

Title: open

Overall Topic/Theme:
New Institutional Economics and Collective Action

Speakers: Top economists in the field of new institutional economics and cellective action
will be speakers at this series of conferences.

The list of speakers and their affiliations is as follows:

1. Professor Mancur Olson
University of Maryland and IRIS

2. Professor Oliver Williamson
University of California at Berkeley

3. Professor Pranab Bardhan
University of California at Berkeley

4, Professor T.N. Srinivasan
Yale University

5. Professor Don McCloskey
University of lowa

6. Professor Joel Mokyr
Northwestern University

7. Professor Edward Montgomery
University of Maryland

8. Professor Axel Leijonhufvud
University of California. Los Angeles

\
\
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Discussants:

Chairmen:

9. Professor Gene Grossman--NOT CONFIRMED
Princeton University

10. Dr. Nicholas Stern--NOT CONFIKMED
EBRD

Il.  Mr. Eric Moberg--NOT CONFIRMED
Moberg Publications Inc.. Sweden

12.  Professor Edmund Phelps--NOT CONFIRMED
Columbia University

13. Professor Andrei Shleifer--NOT CONFIRMED
Harvard University

14.  Professor R.C.O. Matthews
will submit a paper. no travel

The exact topics of talks are open.
open

open



Policy Analysis Conferences I and II:

Since the purpose of the these conferences will be to review and discuss the resuits generated by
the Policy Analysis Program. the details of these events are all open.

The first one of these conferences is tentatively scheduled for April 1996 and the second one for
early September 1996.

~J
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Plan for Replacement of CDE Functions
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May 4. 1995 @

PLAN FOR REPLACEMENT OF CDE FUNCTIONS

The planned functions of CDE wiil be taken care of by IRIS. NIPFP. an Indian PR firm, and,
if needed. an Indian administrator. The attached Table inaicates the divisjon of these tasks
between these organizations.

IRIS will hire by the end of July 1995 a PR firm to do PR tasks. If appropriate. IRIS wiil also
arrange for this PR firm to provide New Delhi-based administrative support for the program. If
not appropriate. IRIS will hire by the end of July 1995 an Indian administrator--a firm or an
individual--to provide administrative support in India. The administrative tasks to be undertaken
will be. illustratively: conference logistics. that is, arranging conference venue and conference
lunches. mailing out invitations. taking care of RSVPs: mailing out working papers in India.

The search for a PR firm. and an administrator as a back-up, is currently in full-speed. First,
NIPFP is looking for names and addresses of Delhi based PR firms and administrators, Second.
an Indian 1s looking for information on Delhi-based PR firms for IRIS. Third. the director of the
Rajiv Gandhi Institute for Contemporary Studies is gathering information about Delhi-based PR
firms and administrators for IRIS. Mancur's letter to the director is attached. Fourth, IRIS js
looking for names and addresses of Delhi-based PR firms through the Indian Embassy and
international PR firms.

IRIS will initially contact the recommended PR firms from College Park. IRIS/India Project
Director and IRIS Field Director wil arrange to meet with the most promising candidates in New
Delhi in June. IRIS will choose the PR firm only after these interviews. The selection will be
based on the following criteria: (i) quality and reputation of the firm, (ii) cost, and (iii) capability
to undertake administrative tasks.

INSTITUTIONAL REFORM AND THE INFORMAL SECTOR
AT THE LNIVERSITY OF MARYULAND AT COLLEGE PARK

2105 Morriil Hall, College Park, Maryiand 20742, Phone: 1301) 405-3110, Fax: (301 ) 405-3020
IRIS CENTER OF UNIVERSITY RESEARCH CORPORATION. INTERNATIONAL



, The Planned Functions of CDE Were

These Functions will be Taken Care of by

i IRIS NIPFP PR firm
” CDE will coordinate the Policy Analysis Program in India. X
(with the assistance
} of NIPFP)
CDE will solicit proposals: mail out program brochures X
throughout India, receive proposals from scholars, forward
proposals to the members of the Review Committee.
h CDE will prepare advertisements jointly with IRIS. X
CDE will forward advertisement to newspapers and X X
magazines in India.
CDE will assist IRIS in preparation of press releases. X X
CDE will circulate the prepared press releases in India. X
CDE will participate in the selection of proposals. X X
CDE will review with IRIS the mid-term and final reports X X
of scholars.
CDE will comment on the plans and offer suggestions for X
activities.
CDE will transmit information relevant to the program to X
and from IRIS.
CDE will co-organize conferences with IRIS to disseminate X X
policy analysis results and to enhance the policy dialogue. (NIPFP will (PR fimvIndian
assist IRIS in administrator will
identifying take care of the

chairmen and
discussants.)

conference logistics.)
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Quarterly Field Report: Mongolia

L. ADMINISTRATIVE DATA

Reporting Period: April 1 - June 30, 1995

BOA Number: ANE-0015-B-00-1019-00

Delivery order Number: 10

AID Project Office: G/EG/SMIE (O. Koropecky, 522 SA-2)

AID Office funding delivery order: G/EG/SMIE

AID Office project: Institutional Reform and the Informal Sector (IRIS) Project

1. PERFORMANCE INFORMATION

l. Project purpose summary statement:

A.

The project endeavors to strengthen the capacity of key Mongolian
decision makers from all spheres of the country’s economic life to design
and implement institutional reforms during the country’s transition to a
market economy. To accomplish this purpose a series of workshops and
follow-up activities will address topical policy issues and present both
general background materials and discussions of specific policy options for
development and implementation.

The USAID Program Strategy in Mongolia emphasizes encouragement and
strengthening of the process of democratization and the promotion of
economic growth. The project actively promotes these broad goals in the
following ways. The workshops target a broad spectrum of Mongolians
in order both to enable individuals from different sectors to better
understand and articulate concerns and to enhance policy discussion and
its results. The topical policy issues and corresponding points of institu-
tional reform involve ingredients crucial to economic growth.

The purpose of the project, namely “strengthening capacity of Mongolian
decision-makers", was extended in the past quarter in a new direction by
the implementation of the fifth workshop.  Reaching beyond official
decision-makers in government, political parties, and universities, the
project targeted journalists in their roles as multi-directional information
conduits and facilitators of public discourse. Held during May in
Ulaanbaatar, the workshop introduced fundamental concepts of economics
to a group of thirty journalists from newspapers. radio. and television. The
workshop instructors particularly emphasized several topical examples to
illustrate how economic knowledge could be practically applied by
journalists. A Western journalist and a Mongolian accounting instructor

1



assisted the IRIS staff in presenting sessions. A trip report describing the
workshop in more detail is attached as Appendix 1.

Preparation for the last workshop in the series began during the last
quarter. The topic will be Institutions of Corporate Governance.

2. Progress report

A. Technical Implementation’

Activities Planned for Reporting Current

Quarter Status

Design and presentation of fifth !
workshop, College Park:
logistical preparation, Ulaanbaatar.

Explanations (Problems, steps to
resolve, etc.)

Thirty Mongolian journalists with
responsibilities for economic and
business reporting attended a two-
week workshop in Ulaanbaatar in
May, 1995. Five instructors,
including IRIS staff, led the
workshop sessions. A full list of
participants and session topics can
be found in the trip report attached
as Appendix 1.

Background research on existing 2
institutions in Mongolia,
institutions relevant to the fifth and
sixth workshops, Ulaanbaatar.

Research includes interviews with
officials from government, political
parties, and regulatory agencies,
editors, reporters. academics,
members of parliament, and the
foreign assistance community.

Research/Workshop development 3
trip to Mongolia by IRIS-College
Park staff responsible for sixth
workshop.

Translation and compilation of laws 2
and documents relevant to the sixth
workshop, Ulaanbaatar.

Copies of these documents will be
available upon request in

Ulaanbaatar and in College Park.

2

Status of activities as defined in the delivery order.

W



Attendance at "State Seminar of the
People Engaged ir Production and
Trade" sponsored by the
Government of Mongolia.

James Anderson represented IRIS
at this conference held in April
1995 in Ulaanbaatar.

Roundtable discussion with key
representatives of institutions
relevant to corporate governance.

At the request of Member of
Parliament Ochirhuu (also
Advisory Committee member) IRIS
co-sponsored a roundtable
discussion on development of
effective corporate governance
during the fifth workshop with the
National Association of Corporate
Directors and the Enterprise
Management and Restructuring
Center. A more detailed
description and a list of .
participants are contained in
Appendix 1.

Solicit suggestions of Advisory
Council members on participants for
fifth workshop.

Advisory Council suggestions were
solicited and forwarded to the
USAID Representative in April
1995, along with evaluations
developed by IRIS staff.

Development of follow-up technical
assistance as requested by workshop
participants and approved by the
USAID Representative in Mongolia,
Ulaanbaatar.

IRIS-College Park was unable to
staff the activity on developing
procedures for enforcement of the
Law on Prohibiting Unfair
Competition in the time frame
requested by the National
Development Board. Assistance to
drafters of a new insurance law is
now being provided by another
donor; possibilities for other
follow-up assistance by IRIS in the
area of insurance will be assessed
in the next quarter.




Co-sponsorship with the Asia
Foundation of a roundtable
discussion of "Views or the Status
of Political and Economic Reform
and the Need for Continued
Assistance".

Mr. Batbayar, Director the Institute
of Oriental and International
Studies, gave a general overview of
politics, economics, and
international relations. Mr.
Buyantogtokh. Advisor to the
Minister of Finance and
Commissioner on the Mongolian
Securities Commission, discussed
the progress and set-backs of
economic reforms. Ms.
Sukhjargalmaa, Assistant to the
President’s Foreign Policy Advisor,
discussed civil society in
Mongolia.

Development of follow-up technical
assistance on market-based
incentives in air quality regulations.

James Anderson and Georges
Korsun are working with John
Horowitz, instructor in the fourth
workshop on environmental
economics, and Mongolian
participants from the fourth
workshop to develop a topic for a
follow-up trip.

Interviews on various topic granted
to reporters from "Government
News", a newspaper of the
Mongolian Government, and "The
Business Times", an independent
news weekly.

James Anderson, Peter Murrell,
and Cynthia Clement granted
interviews to workshop
participants.

Current Status Key:
h Action Completed

(2) Action in process
(3) Action delayed
4) Action canceled



Estimated

Planned Activities for Next Quarter Completion Entity Responsible for Action
Date
Design and prepare for sixth 10/31/95 IRIS-Mongolia
workshop on corporate governance.
Solicit Advisory Council members 9/30/95 Advisory Council; IRIS-Mon-
for suggestion about participants for golia
sixth workshop.
Research/Workshop development 9/30/95 IRIS-College Park
trip to Mongolia by IRIS-College
Park staff responsible for sixth
workshop.
Conduct follow-up technical 9/30/95 IRIS-Mongolia (develop
assistance on training relevant to agenda for assistance); IRIS-
insurance law and regulatory College Park (identify and hire
framework. appropriate experts in the area
of insurance regulation)
Conduct follow-technical assistance 10/31/95 IRIS-Mongolia (coordinate
on market based incentives in air with Mongolian counterparts);
quality regulations. IRIS-College Park (coordinate
with consultant)
Forward participant requests for 12/30/95 Workshop 5 Participants;
new follow-up technical assistance IRIS-Mongolia
arising from the fifth workshop to
the USAID Representative in Mon-
golia: if approved, proceed with
implementation,
5



B. Project Administration

Activities Planned for Reporting Current Explanations
Quarter Status
Travel to Beijing for the acquisition | Trip completed in June.
of supplies.
Develop proposal for additional 2 Discussions, both electronic and in
technical assistance after completion person, continue between the
of current buy-in, at the request of USAID Mission Representative and
the USAID Mission Representative. IRIS-Staff.
Initiate new PIOT to release 1 Funds made available in May.
incremental funding for the
remainder of project and extend the
completion date to May 1996.
Current Status Key:
(1) Action Completed
2) Action in process
(3) Action delayed
(4) Action canceled
Estimated
Planned Activities for Next Quarter Completion Entity Responsible for Action
Date
Travel to Beijing for the acquisition 9/30/95 IRIS-Mongolia
of supplies.
Submit proposal for additional 9/30/95 IRIS-College Park and

technical assistance after
completion of the current buy-in, at
the request of the USAID Mission
Representative.

Mongolia Staff.

3. Other problems/issues and intended steps toward resolution. None.

[II. FINANCIAL DATA
Following page.
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APPENDIX | - IRIS-MONGOLIA QUARTERLY REPORT, APRIL-JUNE 1995

WORKSHOP 5 - ECONOMICS FOR THE MEDIA

Day 1 Day 2 Day 3 Day 4 Day 5 Day 6
[ntroduction to Banks, the Microeconomics: Using Economic Practical Exercise: The Search for
Workshop Government Competition, Tools to Analyze Writing an Anicle Information: How
(Clement and Budget, and Other Barriers to Entry, Recent Economic on Economics and Where to
Eaton) Macroeconomic and Monopoly History in (Clement, Eaton, Look (Eaton)

Institutions (Murrell) Mongolia and Murrell)

(Clement) (Murrell)
Macroeconomics: Economic Mongolian
Moncy, Inflation Reporting ABCs Financial
& Unemployment (Eaton) Statements (R.
(Clement) Batjargal)
Day 7 Day 8 Day 9 Day 10 Day 11
Using Economic Interviewing Interpreting and Roundtable on Discussion of
Tools to Analyze Techniques Presenting Problems and Team Anricles
Mongolia’s {Murrell and Information Progress of (Clement, Eaton
Privatization Eaton) {Anderson, Eaton Corporate and Murrell)
Program and Clement) Governance and
(Murrell) the Securities

Market in
Mongolia

Small Group International Interactions Conclusions
Question-and- Markets and Between Politics (all three)
Answer (Clement Institutions and Economics
and Eaton) (Clement and (Murrell)

Murrell)




APPENDIX | - IRIS-MONGOLIA QUARTERLY REPORT. APRIL-JUNE 1995

In May of 1995 a team made up of two IRIS staff members and a consultant travelled to
Ulaanbaatar, Mongolia. to conduct the fifth workshop in the current series on the subject of
"Economics for the Media". The IRIS team included: Dr. Peter Murrell. Professor of Economics
at the University of Maryland, College Park. and Project Economist: Mr. William Eaton, Curator
of the Humphrey Fellows Program at the School of Journalism, University of Maryland, College
Park, and former correspondent for the Los Angeles Times; and Ms. Cynthia Clement, Project
Workshop Coordinator. The Mongolian participants in the workshop included thirty individuals
from a wide variety of newspapers and broadcast entities: a list of the participants with their
affiliations is attached. The workshop was conducted in English with consecutive interpretation
by one of the participants. Nomin of the Business Times. The Mongolian Press Institute, set up
by DANIDA to provide training to journalists, provided assistance in identifying participants from
newspapers outside Ulaanbaatar and in covering their transportation costs.

The team discussed several economic concepts which were deemed to be particularly
useful for journalists, including macroeconomic measures of performance and microeconomic
concepts of supply and demand. The use of these conceptual tools was illustrated by explaining
Mongolia’s economic history since its transition began and by developing applications relevant
to current events in Mongolia. These examples included meat price controls. government budget
cuts, a ban on the export of raw cashmere, use of inflation measures, and exchange rate
fluctuations. In addition to his usual logistical duties, James Anderson, Project Field Coordinator,
developed and presented applications of the ways that official Mongolian statistics on inflation
can be interpreted. In order to promote development of business reporting a Mongolian
accounting instructor, R. Batjargal. presented an overview of income statements and balance
sheets. with special attention to differences between previous methods and the new practices
which follow international standards. Mr. Eaton also discussed traditions of a democratic, free
press and techniques used by Western journalists in reporting on economic and business events.
A schedule of sessions is attached.

Special attention was also given to current issues relevant to the aftermath of privatization;
the next set of issues for a fransition country involve developing institutions of corporate
governance. After a workshop session defining the issues for the journalists, a roundtable
discussion with several influential policy-makers and general directors of privatized firms was
held. The roundtable was chaired by Yondon, Deputy Minister of Trade and Industy and
Director of the Mongolian National Association of Corporate Directors. Peter Murrell opened
discussion with an an overview of the concept of corporate governance. In reviewing the various
institutions of corporate governance Murrell made clear the connection to the workshop topic,
in chat an energetic media. investigating and reporting on the good and bad performances of
corporations to shareholders and the public more broadly, is a vital element of corporate
governance. Several policy-makers reviewed developments in their respective areas of activity,
making clear that, with the advent of secondary trading. the enterprise sector of Mongolia is
entering a new era. The heads of four Mongolian companies then gave their perceptions on the
policy mechanisms that would be needed in Mongolia. The session concluded with a brief
question and answer period, so that journalists attending the workshop could apply the skills that
they had learned in the previous days. A list of Mongolian policy-makers in the roundtable

8
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APPENDIX 1 - IRIS-MONGOLIA QUARTERLY REPORT. APRIL-JUNE 1995
follows.

The workshop participants were asked to write articles on one of the applications, and the
instructors provided feedback on their results. Sodontogos, Project Interpreter and Administrative
Assistant, helped Ms. Nomin translate the articles in a very short period of time in order to
facilitate this exercise. The participants were also asked to complete written evaluation
questionnaires; copies of the questions and the responses collected are attached. Overall, the
frank comments made by the participants were deemed to be positive. The next-to-last question,
drawn from USAID Handbook 10, asked participants to evaluate aspects of the workshop on a
scale of 1 to 5, with 1 indicating most satisfied. The overall average score was 1.76, and the
average for each of the different aspects was as follows:

1. Program content and delivery 1.85
(technical level, length, amount of information)
2. Relevance of training to job 1.85
3. Applicability of training to Mongolia 1.67
4, Balance of theory and practice 2.12
5. Competence of instructors 1.35
9



APPENDIX 1 - IRIS-MONGOLIA QUARTERLY REPORT, APRIL-JUNE 1995
IRIS-Mongolia Workshop on Economics for the Media
Central Palace of Trade Unions

May 24 - June 2, 1995

List of Participants

Altangerel "Government News"

Baasandorj "Ardyn Erkh"

Batbold Government’s Press Agency
Batmunkh “Arkhangain Unen"
(Arkhangai Aimag)
Boldoo "New Countryside"
Chuluunbaatar President’s Press Agency
Dashmunkh "Ardyn Erkh"
Enkhtur "Ardyn Erkh"
Erdenebaatar “Blue Spot"
Erdenebilig Mongolian State National
University
Ganbat Ih Hural’s Press Agency
Ganbat "Truth"
Gantulga "Word"

Guchin-Yes Mongolian Television

Jigjidsuren "Labor"

Lkhagvabat Mongolian Television
Lkhagvador;j "Ulaanbaatar”
Lkhagvadorj MONTSAME

Myagmar "Altain Ugloo"
(Govi-Altai Aimag)
Naidandor;j Mongolian Radio
Narantuya "Business Times"
Navchaa Mongolian Radio
Nergui "Open Chronicles"
Nomin "Business Times"
Nyamaa Mongolian Radio
Oyunbileg "Government News"
Purevsuren "Hadag"
(Dundgovi Aimag)
Sandagsuren "Government News"
Sharav "Mongol Messenger"
Tsogzayabaatar "Golden Entrance"”
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Roundtable Discussion
The Problems and Progress of Corporate Governance and the
Securities Market in Mongolia

List of Special Roundtable Discussants:

Gerelchuluun  General Director of the Mongolian Enterprise
Management and Restructuring Center

Bailykhuu Secretary of the State Commission for
Privatization and Executive Secretary of the
Mongolian National Association of Corporate

Directors
Zoljargal Director of the Mongolian Stock Exchange
Yondon Deputy Minister of Trade and Industry and

Director of the Mongolian National Association
of Corporate Directors '
Yadamsuren  Head Commissioner of the Mongolian
Securities Commission
Khunikhuu General Director of Mongol Savkhii

Tsedev General Director of Altan Taria
Khenmedekh General Director of Bayangol Hotel
Bud General Director of Moninjbar
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The evaluation questionnaire for the workshop "Economics for the Media" is replicated below
with responses to each question grouped together, except for question #7 as its responses are
summarized ahove.

Your opinions about the workshop would be very helpful to us as we plan future
activities for the IRIS-Mongolia project. Please answer the following questions honestly;
comments and criticism are welcome wherever you feel it is appropriate.

1. Which workshop sessions were most useful to you and why?
- [ am not a journalist specialized in economics, so all topics were interesting for me.

- The journalism related topics were the most interesting. Most Mongolian journalist
protect the government policies through their articles. So I hope that the journalists
who participated in the workshop will think and write in a little bit different manner
after the workshop.

- All topics on market economy theory (for example, prices). These lectures were very
useful to us who were taught socialist economy and just were restrained to thinking,
working and living in one stagnant way.

- All lectures on market eccnomy theory at macro and micro levels. Sessions on
journalism were also interesting.

- Privatization program and generally economics session were interesting. Also the
lectures of Bill Eaton on journalism and his examples of American journalists’
activities were attractive.

- I have learnt a lot about economics, interaction between politics and economics. It
was incredibly interesting and is useful to learn about the modern western economists
teachings.

- All lectures on journalism were very effective as well as the ones on economics.
- 1. Reading the financial documents of Mongolia;
2. Macroeconomics: money, inflation, unemployment;

3. Ways of information dissemination.

- Banks, Government budget and other macroeconomic institutions; the search for
information.

- This is the first seminar on economics designed for media people. It was very useful.

12
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- It was interesting to do analysis on economics using financial statements. The
session when we talked about competition, monopolies, financial statements,
interaction between politics and economics and the search of information were of
peculiar interest.

- Techniques to write on economic topics, reading Mongolian financial statements,
interviewing techniques, roundtable with the company directors are very important for
journalists.

- Lectures presented by Mr. Eaton. For us it is important to learn journalistic skills and
of course, economic knowledge.

- Interviewing techniques were the most important and interesting for me. Also the
lecture taught by Mr. Batjargal on financial statements were of particular interest.
These lectures are mostly required for the journalists and closer to the Mongolian
reality. '

- Personally I think that all topics in the curriculum were very useful. Among the
sessions I attended the most interesting one was the presentation of interviewing
techniques. Generally, all sessions were very informative.

- Macroeconomic topics; financial statements. The macroeconomic topics have helped
me a lot to understand the Mongolia’s current economic situation in transition. For
example, the economic explanation (using an equation) of the Government Resolution
#20 of 1991 opened my eyes to the reality. The second topic had practical
significance.

- l.Interaction between politics and economics;

2.Ways of information dissemination;

3.The reason of naming the first topic is that it helped a lot to analyze the
Mongolian case and understand its reality.

- The lectures on international economics and financial institutions were the most
interesting ones. Also I would like to name the sessions on interaction between politics
and economics. privatization and macroeconomic issues. The seminar went well thanks
to the variety of information, valid explanations.

-Macro and microeconomics, writing on economic topics, interaction between politics
and economics, privatization program analysis. In general all topics are very useful.

- Privatization program analysis and all lectures presented by Mr. Murrell were the

most useful and interesting ones. I have learned about the success and mistakes of the
Mongolian privatization process.

13
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- Money, inflation, banks, government budget, reading Mongolian financial statements.
- Money, inflation, unemployment; reading the Mongolian financial statements.

- Techniques on writing on economic topics, microeconomics, interaction between
politics and economics.

- All sessions on economics and journalism were important and useful.

2. Which workshop sessions were least useful to you and why?
- No. I wish IRIS continues its series of workshops.
- There was not even a minute useless.
- No sessions are to be said least useless.
- Congratulations: there was no session of low importance.
- Difficult to say.
- Reading Mongolian financial statements.
- The were no session without use.

- Some economic concepts and terms were difficult to understand and sometimes the
teachers failed to consider Mongolia’s specific features.

- I had some difficulties with understanding the lectures on macroeconomic topics,
maybe because the examples were not relevant to the Mongolian case.

- The least useful activity was the roundtable discussion on corporate governance. We
had to use this opportunity of having so many journalists at one spot and develop real
discussions with the people who were invited.

- No sessions can be called "low significance".

- Reading Mongolian financial statements: it was too long and boring, though I
understand its significance.

- Roundtable on corporate governance.

- Roundtable on corporate governance; because the director of Stock exchange and
Securities Commission Head left earlier.

14
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- Roundtable on corporate governance was least interesting and useful. I was expecting
a warm discussion, however, very few people came.

3. Was the overall level of discussion satisfactory, too advanced, or too simplistic for
you?

- Everything was clear to me. Teachers worked really hard.

- Some sessions on the theury of economics were little difficult to understand.

- We generally understood the lectures, but was difficult with terms.

- There were no complications.

- All sessions were understandable. Especially, I liked that teachers could give a lot in
a short time.

- The level of lectures was fine with me, the person who did not know any ABC of
economics.

- Sometimes the lectures were little boring. Generally the lectures were fine.

- Everything was understandable.

- Generally it was not so difficult to understand.

- Easy to understand. The teachers taught very well.

- The level of presenting the lectures was not very difficult.

- It was difficult sometimes. I did not hear any good examples when we talked about
the Mongolian privatization program and the interaction between the politics and
economics.

- The sessions targeted the intermediate participants and were very vivid. I was
surprised and delighted with the sincerity of teachers, which made their lessons so
interesting. The teachers did not try to simplify the materials which was very good.
- I'liked the training methodology of our teachers, their examples and explanations.

- The sessions were conducted in a very good, explicit manner.

- The level was perfectly fit with the background of the participants. Special thanks
should go to translators.
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- Everything was easy to understand. Especially the ones where we talked about
Mongolia

- Though we had a translator, I had difficulties with understanding some topics.

4. Would you recommend any changes in the format of future workshops? For
instance, number of sessions, involvement of participants, etc.

- I understand that there might not be such a possibility, but it would be very effective
if IRIS organizes a step-by-step course involving the previous workshop participants
thus systematically deepening their knowledge.

- Everything was O’K. Nothing more to say.

- It would be useful to introduce American life: companies, their structure and
operation, ordinary peoples life etc. It’ll be also nice to show videotapes about on
those topics.

- It would be very important if the professional terms \both english and mongolian\
would be given to the journalists on a separate piece of paper. More examples from
American experience are needed. Also it would be more effective if more time is
allocated for questions and answers.

- Sessions should not be longer than this time. The number of participants is fine. The
interpreter did a nice job. But in future a professional economist would be preferred as
a translator.

- Is it possible to reduce the number of participants?

- I think it will be more effective if the number of participants and the session length
be shortened. Wasn’t it possible to run this workshop within 7-8 days.

- There is no need to modify the format of the future IRIS workshops.

- No changes required.

- No need for change.

- I think more discussions are needed.

- Would be nice to have handouts with the summery of lectures to be presented.

- The workshop will be more effective if the number of participants are little reduced.
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- The format of the workshop was fine. But it would be more productive if the length
of the total course would be reduced a bit.

- No need to change anything. Everything was perfect.

- The format of the IRIS workshop is a classical way of conducting seminars. I would
like to remind just one thing: please, take into your consideration some of the
significant dates and accordingly plan your activities.

- The format is good. The best way of working with journalists is organizing
roundtable discussions.

- The number of participants and the length of the sessions are fine, though
considerable amount of time goes for translations. The group sessions were of high
use. In future more group discussions are needed.

- The workshop was organized very well. Does IRIS plan any workshops in the USA?
If IRIS organizes a workshop on that particular topic in certain period of time, I would
wish to actively participate in it.

- The format is nice. More participants from countryside are to be invited. Personally I
would like to have the length of the workshop be prolonged to 21-30 days in order to
provide deeper and systematic knowledge.
- The workshiop format is nice. Another training will be nice to the workshop
participants in a year after this one.
5. How do you intend to use what you have learned during the workshop when you
return to your regular work? Please give specific examples.
- First of all on the basis of the learnt economic knowledge I will write an article
whether it was correct to limit the meat prices. Further, in writing my articles and
essays I will broadly use this knowledge.

- I will consider the information and knowledge for my future writings.

- I've learned that in order to survive in the market economy we need to "intensively
mobilize our brains". I will attempt to convey this idea to my readers.

- I will permanently use the knowledge in economics rendered by the IRIS workshop.
I will write a small article in my newspaper called "The Miracle of Seventy".
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- First of all I'll write an interview or a comparative article. Also I have agreed with
our editor-in-chief to read 2-hour lecture to my colleagues: I am happy that now I got
food for thoughts.

- 1. Will deepen the knowledge obtained from the IRIS workshop.
2. Will use this knowledge when writing on economics, business and finance

- Since the newspaper where I work mostly writes about economics and business, it
has become easier for me to write on those topics and edit the materials sent for our
newspaper. To be honest, before, sometimes we would just publish the articles of
professional articles as they were originally written and could not understand them
very well,

- Now I have become capable of making programs on Mongolia’s current economic
situation.

- I will use this knowledge when teaching my students at the university.

- I will use this knowledge as broadly as I can.

- I will follow the interviewing techniques taught by Dr. Eaton. [ will never forget the
methodology taught by Jim and will try to apply them to my writings. I have found
many interesting articles topics from the sessions conducted by Dr. Murrell and Mrs.

Clement

- I will broadly use this knowledge for my programs on economics and will use the
analysis methodology taught at the seminar.

- I will use this knowledge in writing on economics and analyzing the other
journalists’ works.

- I will write about the methods of writing on economics. I will find the use of all the
knowledge and information rendered by the workshop.

- I will find the use of my knowledge in making programs on economics. Also I am
composing my monthly and yearly plans, where I will reflect my economic
knowledge.

- I will enrich my knowledge from what’s happening in Mongolia.

- I'll use some journalistic techniques, will use the economic knowledge when writing
on economics and finance.

- I will use all the knowledge from the workshop in my work, especially, journalistic
skills.
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6. Were there particular issues during the workshep on which you would like more
information or assistance?

- I’ve got enough knowledge and information.

- Political significance of Foreign Aid.

- I would like to have more information on insurance and tax systems.

- I am interested to learn about American Welfare system, the system of distribution;
budget structure (income and expenditure), American privatization, its history,
American citizens’ evaluation of the role and responsibilities of the Government of

America.

- I would like to develop an active form of future cooperation: be always in touch and
solicit articles to our newspaper.

- I would be interested to get more and more information about every session and
topic. The session would be more interesting if we take examples of success and
failures of many countries of the world.
- I will be interested to get some more information on journalism.
- I would wish to have more knowledge on the techniques of interviewing.
- I 'am interested to learn more about economics journalism.
- Analysis of the Mongolian current economic situation using economic tools.
- 1. Interaction between economics and politics;
2. Issues at macroeconomic level;
3. International organizations;

4. Banks, Government budget.

- Invite some Mongolian economists and professionals on certain topics, like you did
with the financial statements.

- I would like to be deeply enlightened on Mongolia’s current situation of the above
mentioned two topics [privatization and interaction between politics and economics]

and some others.

- I want some more explicit examples of reading the financial statements. More
practice is needed.

- Banks, Government budget, interviewing techniques.
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- I need some more information and practical experience on financial and accounting
topics.

- Analyzing Mongolia’s current economic situation using economic tools.

- I would like to have deeper knowledge on all topics that we developed during the
seminar in one year in a refresher training course.

- More information on journalism in America.

8. Please write any other comments below. Thank you for helping us.
- I would like to learn IRIS attitude towards the cashmere issue in Mongolia.
- I would repeat again that constant contacts are necessary and most welcome. Please,
don’t forget about your alumnus. Regular meetings and contacts with your workshop
participants are the best follow-up activities for IRIS.
- I have learned a lot of useful information needed for my job. Thank you again.

- The lectures were successful because the teachers knew Mongolia very well.

- The was no comments on the topics that I mentioned in my pre-training
questicnnaire.

- In future, please try to involve journalists in your seminars.

- The seminar was very useful for the journalists and for Mongolia too. Thank you
very much and I wish you success in your work!
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1. PERFORMANCE INFORMATION

I Project purpose summary statement:
A. Project Purpose:  To help the Government of Nepal formulate and implement

policies that support a pro-market, private sector led economy by providing
financial and technical assistance. identifying policy changes to be implemented,
and advocating the need for crucial institutional reforms in the judicial and
regulatory areas.

Relationship to USAID Program Strategy: The USAID program strategy in Nepal
is to help the economy enter a new era of economic prosperity by promoting
market reform and addressing the health, education, and other neeas of the rural
poor. IRIS activities in Nepal contribute to Mission objectives by assisting with
expertise on policy reform initiatives conducive to the growth of the private
sector. IRIS’s assistance on institutional and regulatory reform is esvecially
helpful for small and micro enterprises which are crucial to the success of any
poverty alleviation scheme.

Progress towards Project Purpose: The IRIS-Nepal Project continues to support
the Government with expertise on policy and institutional reform that contributes
to economic liberalization. During the early part of the last quarter, the IRIS-
Nepal project had initiated a number of policy related projects, including those
on build-operate-transfer (BOT) legislation, problems with export procedures,
difficulties associated with minimum investment requirements for foreigners, and
obstacles in the implementation of the one-window system. All these studies
were undertaken to help the Government in the Fiscal Year 1995/96 Budget. The
IRIS-Nepal project also funded a day-long workshop that discussed possible
policy directions for the FY 1995/96 budget. The Prime Minister as well as the
Minister of Finance attended the discussions. The media provided extensive
coverage on the workshop.

In addition, continuing IRIS’s advocacy role on economic reform, the Monthly
Newsletter included a public (business, politicians, consumers) poll on what
policy initiatives should be included in the Budget. Businesses were far less
supportive on the need for policy reform than consumers. The results of the poll



received front page coverage in the Gorkhapatra, Mepal's most widely circulated
newspaper.

However. on June 9, 1995. Prime Minister Man Mohan Adhikari, after learning
of a special session of Parliament in which a no-confidence motion was to be
tabled against his Government. requested the King to dissolve the Lower House
of Parliament and announce fresh elections. The King acquiesced, set November
26 (Thanksgiving Day) as the election date, and appointed Adhikari as the
caretaker Prime Minister. The Opposition, unhappy with the verdict, filed a
petition in the Supreme Court to nullify the King's action.

Dissolution of Parliament meant that the Annual Budget had to be promulgated
as a Royal Ordinance without any new policy initiatives. But, procedural matters
could still be included. and the Budget Ordinance mentioned the need to address
difficulties on export procedures, one-window implementation, and minimum
foreign investment requirements. All these are part of on-going IRIS projects
requested by the Government.

The additional work bestowed on the IRIS-Nepal office by USAID/Kathmandu
since February 7, 1995 te provide logistic support to the Policy Dialogue
Committee (PDC) and Business Development Committee (BDC) continues. In
this context, the IRIS-Nepal office initiated a number of business development
activities as well. Prominent among these are business consultancy services in
various parts of rural Nepal: local IRIS consultants helping small businesses with
product development. product identification, and marketing. Some other business
development activities undertaken during the last quarter include preparatory work
on assistance to various organizations such as the Janakpur Women's
Development Center, Women Entrepreneur Association of Nepal (WEAN), and
the Small Business Promotion Program.

Negotiations are still underway between IRIS and USAID to conclude a new 20-
month contract--to be known as Nepal V--which includes support for policy
dialogue, business development, and PDC/BDC committee support activities. The
new contract is expected to go into effect on August 1.

IRIS representative Praveen Dixit continues to spend some afternoons at the
Ministry of Finance helping co-ordinate Economic Liberalization Program
activities and assisting the Government with policy work as requested. During
the quarter, he spent a better part of two weeks helping the Ministry prepare the
annual Economic Survey and the Budget Ordinance.

Neal Cohen, USAID’s Project Officer for IRIS, has left Nepal for another
assignment in Kenya. Carol Carolus is to replace Neal starting the second week
of July. Our best wishes to both.



2. Progress Report

A. Technical Implementation
Activities Planned for Current Explanations
Reporting Quarter Status

Review problems on policies 2 First draft of study discussed.

and procedure for exports of Mentioned in Ordinance Budget.

small business

Review relevance of minimum 2 First draft of study discussed.

investment requirements for Mentioned in Ordinance Budget.

foreigners

BOT legislation preparation 2 Arrangements being made for IRIS
consultant Scott Custer to visit Nepal.
Local contractors being identified.

Consumer Protection Act 3 Planned workshop, in.conjunction with

advocacy Ministry of Supplies. to sort out
technical details on the legislation
postponed because of dissolution of
Parliament.

Contract Law completion 2 Final draft of legislation from Nepal
Law Socicty received in English and
Nepali. Sent to IRIS/UoM for expert
Paul Mahoney's comments.

Grameen Banks 2 Contracts signed with Center for Self-
Help Development (CSD) and Nirdhan
to provide 6-8 months of training for
various staff and bank clientele.

Assistance to Nepal Stock 2 IRIS consultant Andrew Haber

Exchange completed work plan and first draft of
report to improve information flow at
the Exchange.

Assistance to Securities 2 TOR being readied for PR support

Exchange Board (SEBNO) (TV, print). Emphasis is on educating
the public about the capital market.

Liaison with Government 2 IRIS representative helping

officials

communications between USAID and
Government agencies as and when
needed. Also assisted the Govt. in
preparation of annual Economic Survey
and Ordinance Budget.

v



Janakpur Women’s
Development Project TOR
preparation

HURDEC proposal to JWDC complete.
IKIS team visited Janakpur to give final
touches to TOR and explain to JWDC
management and Board IRIS’s
expected role.

Eastern Nepal

Business Consultancy Service,

IRIS consultants Surendra Shahi visited
various parts of Eastern Nepal to help
small businesses and Grameen Bank
clientele identify, develop. and market
products.

Central and Western Nepal

Business Consultancy Service,

IRIS consultant Reeta Simha visited
Makwanpur and Palpa districts to
identify, develop, and market regional
products.  Simha submitted a report on
future course of action on business
consultancy for the region.

Workshop on Budget

Funded a Nepal Intellectuals’ Council
workshop on the Annual Budget. The
Prime Minister, Finance Minister, and
others attended. Extensive press
coverage.

Newsletter

Two newsletters (attached) completed.
Newsletter that conducted a poll on
policy direction for the budget received
front page coverage in Nepal's largest
daily newspaper.

Nepal V contract negotiations

A new contract, Nepal V, is being
negotiated with USAID/Kathmandu
which expands IRISs role to include
business activity for micro-enterprises
and ELP steering committees support.

Current Status Key:

(Y Action completed
(2) Action in process
{3) Action delayed
(4)  Action canceled



Planned Activities for

Estimated Completion Entity Responsible for

legislation

Next Quarter Date Action
Completion of Contract Law August 1995 Nepal Law Society
Assistance on information flow at on-going Andrew Haber
Nepal Stock Exchange
Assistance on Central Depository August 1995 Ravi Peiris
Service at Nepal Stock Exchange
Review foreign investment provision in August 1995 Nepal Society for Applied
Industrial Enterprise Act Economics
Review problems on policies and August 1995 Development Projects Science
procedures for exports of small Centre
business
Pursue Build-Operate-Transfer (BOT) not definite National Planning

Commission and IRIS

Review problems on policies and
procedure for exports of small
businesses with one window system

September 1995 Ministry of Industry

TOR preparation and contract
finalization for assistance to Janakpur
Women's Development Project
(JWDC), Women Entrepreneur
Association of Nepal (WEAN), Small
Business Promotion Project (SBPP),
and Association of Nepal Cottage and
Small Industry (ANCSI)

August 1995 IRIS/Nepal

Project Newsletter

Monthly IRIS/Nepal

Business Consultancy Service to
Eastern Nepal

September 1995 Surendra Shahi

Identification of additional consultants
for consultancy and business literacy
programs

September 1995 IRIS/Nepal

B. Project Administration

Actlvities Planned for
Reporting Quarter

Current Status Explanation

ELP Secretariat Support

2 IRIS continuing with business
development and Secretariat
support on an interim basis

vehicles

E-mail for staff 1 E-mail installed for professional
staff
Hire drivers for IRIS’s two new 1 Laxmi Narayan Dongol and Ram

C. Shrestha hired

\\5\\5\,
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Activities Planned for Estimated Entity Responsible for Action
Next Quarter Completion Date

Negotiations on Nepal V August 1995 USAID and IRIS
Install new phone line and system August 1995 IRIS/Nepal
Purchase 2 PCs and 2 printers September 1995 IRIS/Nepal
Purchase air conditioner. fridge, and September 1995 IRIS/Nepal
battery back-up

Current Status Key:

(1) Action Completed

(2) Action in process

{3) Action delayed

{4) Action canceled

3. Outstanding problems and issues and intended steps toward resolution;

Currently no outstanding problems.
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{Ncal P.Cohen. Lconomist,
USAIIV/Kathmandu was instru-
mental in initiating the Economic
Liberalization Project. Herecently §
left to take up a new assignment
with USAID Nairobi. Kenya. Here § 5
are some of his recollections. )

After over 2000 days,
five and a half years. it Is dif- }
ficult to depart. Departure is |3
all the harder because of the
friends we have made here.
The beauty and strength of
Nepal is more in its people
than In its physical setting.

Is there another third worid country that made
the transition to democracy so peacefully ? Or, that
made such incredible progress toward economic free-
dom in such a short period ? As we worry about the
current problems, we need to reflect on the distance
Nepal has travelied. There is increasingly an tnformed
debate in a very free. and increasingly responsible,
press. there is better analysis being done. there is
greater involvement in decisions. Nepal must assure
that she uses her economic resources as well as
possible to improve the prospects for economic devel-
opment.

We emiphasized the process of economic liberali-
zation not because it was taught to us as a theoretical
construct that works in the US and therefore must be
applied universally. but because it makes sense. and
Is vitally necessary for Nepal's development.

The Panchayat's emphasis on crony capitalism
where who you knew was more important than pro-
ductive skills, abilities or ideas. worked against devel-
opment. Its tack of development and lack of a sense
that progress was possible was palpable.

What did the change to economic liberalization
bring ?

Simplified licensing and registration opened the
floodgates of new businesses of all sizes. but especially
small businesses. and businesses owned by women.
Finally these businesses could become legitimate and
thus qualily for loans and other forms of support. This
was a benefit of economic liberalization. But the by-
reaucracy appears to be reversing soine of the gains of
simplification and thus we nust seek further simplifi-
cation.

Financial sector reforin increased the number of
commercial banks. and allowed for the rapid develop-
ment of new financial institutions. This increase in
competition increased the tlow of money to private
businesses. But more than that. the better banks have
begun developing innovative programs to service cli-
ents previously discriminated aganist. The changes in
policy permitted the establishment of Grameen Bank
clones that provide credit for the poorestrural women.
This was a benefit of econontic liberalization.

Privatization took public sector companies that
were moribund. drains on the Treasury and harmful to
farmers. and sold them to private businesses. We can

)a]l take pride that the process was transparent without

even a hint of corruption. Few countries have imple-
mented privatization as well as Nepal. Butmore impor-

-tant the result was more investiment. more production,

more exports. more governnient tax revenue. and all
this without a reduction in emplovment (in fact. some
have begun to hire new people). This program’s suc-

THOUGHTS

- Neal P.Cohen

cess has been noted around the world. Is there
anyone who could argue that Government should
run a paper factory ? a brick and tile company ? The
benefits to the poor of the new investment in these.
and other companies is clearly visible. But the proc-
€ss was not completed.

Many forget how difticult and capricious it was
to secure forelgn exchange before it was liberalized.
Now any business person. not Just some one with
connections. or some one with money to burn. can
walk into a bank and secure the foreign exchange
needed for trade purposes. How much better the
system will be when the sarne applies to all transac-
tions. -

The capstone, and the most important ele-
ment. Is tax reform. The Nepali system of taxation
discourages innovative business people: the
un:predlctablllty of taxes makes rational investment
planning impossible and thus reduces investment.
The corruption in taxes makes the system grossly
unfair, benefitting those with power, and those seek-
Ing quick gains. Further, the meager resources avail-
able through the current system has made Nepal too
dependent on foreign donors. Nepalies don't deter-
inine the nature of development now, but foreign
donors decide what they the donors. will fund. The
programs desired by the Nepali people. often more
worthwhile. cannot be implemented because there is
nomoney. It Is time for Nepal to begin to stand on its
own feet and become economically independent.

The success of liberalization would not have
been possible without the incredible talents of the
Nepall private sector. These innovative people. will-
ing to risk their own money, possess the ideas and
talent necessary to help the country become richer.
But government policy has usually thwarted their
abllities. and encouraged less production oriented
activities. The future of the country depends on
encouraging the productive investment of the Nepali
business community.

Without nourishing smaller Nepali businesses.
and the new women-owned businesses. the fruits of
liberalization will not flower. USAID must make sure
our assistance does not create donor-dependent
enterprises. or those that cannot flourish in a com-
petitive environment. A trait of Nepali business peo-
ple will, and have. donated their time to help others.
We shalil help to capitalize on that. Most of the skills
needed by the new business people are already
possessed by other business people here. We shall
help to tap those resources to create sustainable
development.

That there is a link between economic and
political freedom is not in doubt. Political democracy
cannot flourish in an economically controlled soci-
ety. Stmilarly. people in an economically liberal envi-
ronment will become richer faster than those in a
state dominated environment. It does not take long
tor people who are used to making their own eco-
nomic decistons to demand the same right politically.
How long it may take for one to lead to the other. or
whether econoniic of political freedom ought to come
first. is debatable. Nepal needs both. not just as
words to be said. but concepts to be implemented.
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