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THE MACRO-ECONOMIC POLICY OF DYNAMIC STRATEGIES, ACTIONS, PERSPECTIVES AND PROBLEMS OF YAOUNDE / LOME’ CONVENTIONS’ AGENDA WITHIN THE EUROPEAN UNION INTEGRATION NETWORKS FROM 1974 TO 2000

                                                          INTRODUCTION

The historical basis of EU-agreements began in 1957, when an implementing convention covering trade and aid was added to the Treaty of Rome which provided for negotiation by the Community (as opposed to individual Member States) with overseas countries and territories (OCTs) of the Member States. A European Development Fund (EDF) of 581 million units of account was set up, to be applied as grants (mainly for infrastructure projects), principally in Francophone Africa. 

Many former colonies of Community Member States became independent in the 1960's, and by 1963 the 18 countries of the Associated African States and Madagascar had negotiated a separate five-year convention with the European Community, with a second EDF of ECU 800 million, including loans as well as grants. The Yaounde Convention therefore provided for preferential trade agreements, and the establishment of joint institutions at ministerial and parliamentary level. The objectives made therein were not formal; they were made in time for the further negotiations with EU.What was clear, however, was that a fundamental revision of the Yaounde Agreement, which was recognised as being a key part of the Community’s external policy, was considered necessary by the Commission. The responsibiloity that the Community felt for the African countries within this region dictated that a successor to the Yaounde Agreement would be negotiated to the coming Agreement of protocols.

By 1975, the accession of the UK to the European Community, 20 Commonwealth countries and other independent states – 46 in all – signed the first Lome’ Convention (after Lome’ capital city of Togo) to run for five years. This replaced the Yaounde Convention and set out the objectives and principles of coordination and cooperation between the Community and the ACP (African, Caribean and Pacific) states, and aimed to promote the economic, cultural, and social development of the ACP states, to consolidate and diversify their relations in a spirit of solidarity and mutual interest.

The objectives of the European Cooperation with the developing countries is as follows: -to promote the high quality research required for development and economic development - to help to sustain and improves RTD capacity, including human resources, in developing countries, - to help retain scientific know-how in Europe in fields of mutual interest and relevant to the problems facing the developing countries, - to take account of the Union’s political obligations and of the recommendations of international fora such as the Rio Conference on research in developing countries with a view to sustainable development. The three key sectors reflecting developing countries’ major concerns have been identified :

-Management of renewal resources (forests, oceans, water, energy, etc.),

-Improvement of agricultural and agro-industrial production (livestock farming, agriculture, production, storage and marketing system, etc.), 

-Public health (control of prevalent diseases, vaccines, health care systems, etc.),

-a fourth field covers topics of mutual interest defined jointly on a case by case basis (information and communication technologies, non-nuclear energy, industrial technologies, advanced material, etc.).

Within each of these priority areas, activities will be targeted as follows :-Based on dialogue between the developing countries and the European Commission, with a view to ensuring a regional approach (1).

The rationale of  YAOUNDE AGREEMENT study sought to redress an important gap in attempts to conceptualize the process of European Integration. The impact of European Union (EU) policy-making process, and the influence of the European Union Institutions, on a wider process of European Integration had largely been neglected by integration theorists. In contrast, the underlying theme of this project is that to properly understand the dynamics of the EU policy-making process and the crucial role of the YAOUNDE/LOME’ CONVENTIONS and the European institutions and other interests within the process.

Traditional international relations-based approaches to the study of the European Integration, which have dominated the debate in the field in recent years, have focused largely upon the dominant role of national governments in the integration process and have concentrated on trying to explain Treaty-based landmarks in the process. This analytical focus has resulted in a neglect of the impact of the day-to-day work of policy-makers, interest groups and bucreaucrats in influencing the conducive environment in which decisions on Treaty formulation and ratification are taken by the heads of state, or government of the member states. This Treaty-based landmark approach also ignores, and, more importantly, fails to explain,the wide range of policy areas in which the Commission of the European Union (CEU), has succeeded in expanding the scope of EU competence despite national government opposition, with no basis in the founding treaties, or with only the most tenuous claim to legal justification.

African Integration as an ever OAU closer Union has been stipulated to design an integration predesigned to provoke a convergence in all fields. Divergence has thus been a measure of non-African. However, the concept of diversity announces an aspect of differences between the African people which have deep historical roots which denote our modes of living ways, ways of thinking, ways of defining problems and solutions and hence, which denote our ways of using new knowledge and new technologies where convergence is not germane to integration. As the World is sinking in globalisation and omnipresent competition, Africa is experiencing deeper changes in its economic structure, which needs some solid foundations, anchors, or constant moral values in the signing of appropriate Agreements with the European Union Integration Networks.

The visions of African Future oscillate between the bottom-top concept of cultural education innovation, regional development and a loose conglomerate of regions entangled from ancient tribal hostilites and some flawlessly co-ordinated armruled superstates. While advocates of African diversity use to stress the importance of values and traditions, the proponents of African homogenisation tend to present themselves as the pragmatic realists, involved in the real life dilemmas. Over the last decades of independent states the pragmatics seem to prevail. As Hingel notes: while socio-economic disparities in the community are images of inequalities and a threat to African construction,diversity (difference based on diverse cultural and historical backgrounds) is an underrated and poorly exploited source of development and progress (2). The current trend of coherent Africa as a continent of regional systems is to create a ripe, concrete, socio-economic, political and globalised Africa and in this way to make it well tuned for competition in the emerging global economy. Yet, from the perspective of evolutionary adaptation, this attitude is not so realistic, as usually mantained.

On the threshold of the 21st century the Yaounde Agreement countries had been looking forward perhaps for the first time, to real prospects after gaining independence for development. But at the same time the standing and strength of African government structures in these countries were under severe strain. For sure the time after independence, was not ripe to slacken the efforts, or downgrade the quality of EU–Africa partnership. The Yaounde Agreement with the European Integration as per the EC Legislation and Agreements affecting the Institutions of African Issue of socio-economic and political Strategic Management Process of Annex I of EC TEXT of Articles 85 and 86 of the EC TREATY Articles 53,54, and 56 of the EEA Agreement and of Articles 2,3 and 4 of PROTOCOL 22 to that Agreement (3). The three major steps in the strategic management are as follows :
- Strategy formulation 

                          - Implementation 

                          - Evaluation and Control.

In working through these steps the Yaounde Agreement would analyze the internal strengths and weaknesses as well as external opportunities and threats (4).

As depicted in figure 1, the strategic management process involves decisions ranging from planning strategy through control of operations.The strategy formulation is decision making that determines the YAOUNDE AGREEMENT’s Mission and establishes its objectives and Strategies. Some refer to strategy formulation as planning. Strategy Implementation consists of activities and decisions that are intended to carry out new strategies,or support existing strategies.Some refer to strategy Implementation as operational management.

Evaluation and Control of the YAOUNDE AGREEMENT involved activities and decisions that keep the socio-economic and political process on track. Evaluation and Control include following up on goal accomplishment and feeding back the results to the decision-makers of the reached YAOUNDE AGREEMENT.

Input(Customer-Needs)( Strategy Formutation(Strategy Implementation (Evaluation and Control (Output (Customer-Value)
Figure 1. Strategic Management Process of Yaounde Agreement.

Viewed from a traditional perspective, in which national governments are considered to be the dominant actors in Union policy-making, a major preoccupation for scholars was, for a considerable period whether or not the YAOUNDE AGREEMENT would finally be ratified by the decision-makers and thus its provisions would ultimately enter into force. However, different conceptual lenses led analysts to different judgements about what is relevant and important.

The Lome’ Convention set up preferential trade agreements, provided for aid and gave some protection to commodity producers using the STABEX system of balancing compensation for losses, to apply where low world prices or low production caused dramatic fluctuations. The fourth European Development Fund was increased to ECU 3457.8 million.

In the planning of YAOUNDE AGREEMENT, the EUROPEAN UNION INTEGRATION in conjuction with the AFRICAN ISSUE AGENDA MANAGERS had to analyze the conditions in the internal environment of the organization and conditions in the external environment.This analysis of internal strengths and weaknesses and external free market opportunities and threats was so pervasive in strategic planning that it always had its AGREEMENT I; AGREEMENT II and its own acronym: SWOT analysis (5). The usual medicine prescribed by thinkers concerned about this situation is :- limit the neo-liberal excesses and harness market forces by strategic planning (6).

1. European Commission Cooperation with third Countries and International Organizations in the fiel of research and technological development.Fourth framework programme research and development (1994-1998), EUR 16971 EN pp. 13.

2. Hingel A.J. Op. Cit.

3. European Commission Legislation Handbook ( 1998) pp. 567-570.

4. Mintzberg, ’’The Design School’’ – Reconstructing the basic premises of strategic management, strategic Management Journal, 11 (March-April 1990): pp. 171-196.

5. Michael J. Stahl (1995) : The total quality in a global management University of Tennessee, Blackwell Buisness Publishers.

6. Kuklinsky A. (1998) : Visions and Dilemmas Op. Cit.

2. THE STRATEGIC MANAGEMENT PROCESS OF INITIATION OF YAOUNDE AGREEMENT

The underlying theme of the initiation of the YAOUNDE AGREEMENT - is that to properly understand the process of EUROPEAN UNION INTEGRATION it is vital to understand the dynamics of the European policy-making process and the crucial role of the European Institutions within the process. In the internal dynamics of the policy-making process within the European Commission in the two directorates, DGV (Employment, Industrial Relations and Social Affairs) and DGXIII (Tele-communications, Information Industries and Innovation), are explored. It is augued that a vital characteristic of the Commission’s ability to influence any policy sector is its ability to respond rapidly to any ’windows of opportunity’ ripe for EU intervention or, indeed, to facilitate the appearance of these windows. Yet, the means required to achieve thie end, and the degree of success they meet, vary from sector to sector. It is argued that the Commission has an important role to play in EU policy-making, and ultimately in the integration process, thus it is vital to develop a detailed understanding of the functioning of its constituent parts, of the interrelationships between them,and of the influence of their activities upon the actions of the commission as a whole.

During the initiation of YAOUNDE AGREEMENT the primary SWOT analysis issues were two-fold :-Internal strengths and weaknesses, -External opportunities and threats. The previous conditions were parameters, or issues internal to the Agreement that might have led to a customer benefit, or a competitive advantage. Alternatively, a weakness was a condition, or issue internal to the organization that might have led to negative customer value, or a competitive disadvantage (1). See Table 1.

TABLE 1. YAOUNDE AGREEMENT PRIMARY SWOT ANALYSIS ISSUES

Internal Strengths and Weaknesses                                   External Opportunities and Threats

_____________________________________________________________________________

Horizontal systems and processes                                      Customer value trends

                                                                                            Social  trends

Organization Structure                                                        Demographic trends

Corporate Culture                                                               Economic       trends

Management                                                                       Technological  trends

Financial Position                                                               Regulatory      trends

Operations                                                                           Physical          trends

Marketing                                                                            Competitive    trends

Human Resources

Research and Development

Horizontal systems and processes, a flat organizational structure and a customer orientated corporate culture are obvious internal strengths. These strengths are common to many organizations that are serious about the integration of total quality management about providing superior value of socio-economic stability of free market to customers as a way to compete globally. These strengths can be constrasted to bureaucratically orientated agreements with tall, narrow organizational structures, many levels of non-value added management,and rigid agreement descriptions. These features discourage people from solving problems, or improving systems outside their immediate agreements.

Competent, experienced, flexible negotiators are a definite asset. The EU Integration and African counterpart negotiators who understand the customers and competitors and who are dedicated to continous improvement, information sharing and involvement in thorough amicable agreement planning and implementing change are undisputable asset (2).

There has been a marked shift during the initiation of YAOUNDE AGREEMENT from the traditional emphasis by analysts of national governments as the key actors in EU policy-making towards a broader examination of the relative roles of the various actors involved in the EU policy process. The impact of lobbying by organized interests has come under scrutiny (3, 4, 5). Strong finances from the European Union Integration could facilitate most decisions that the YAOUNDE AGREEMENT management wished to initiate. Alternatively, a weak financial position with questionable debt levels could weaken and constrain any reached amicable agreement. A weak financial position could prohibit the customer needs from responding to the external opportunities and make the reached YAOUNDE AGREEMENT more susceptible to external burning threats.

From the global control engineering concept principles there are two basic approaches to the future dangers which might be distinguished as follows :

- Predict and prevent for friendly environment

- Observe and correct carefully for open-market usefulness.

The first approach was an agreement Act planning and it was potentially better, i.e. it assumed the statistical prognosis predictions which were right and with fautless preparations, according to the normal prudence. In practical circumstances, however this was never the case. History has proved that the micro- and macro-economic forecasts in agreements are useless if the future involves a mechanistic change of equilbrium-which means the system must pass through unpredictable, chaotic, socio-economic, political and amorphous phase. The second approach is adaptation of the laid down YAOUNDE AGREEMENT procedures, which assumed trials and allowed errors but really worked in practice-inaccuracies and perturbations notwithstanding – if only feedbacks were strong enough. For such like phases Lester Turrow used metaphors of tectonic plates clashing and punctuated equilbria being changed (6) of so, one could expect that the outcomes of such changes would be unpredictable.

The dual European Union Integration with Yaounde Agreement on training in horizontal systems and processes was usually part of trainimng to increase quality and productivity. Horizontal systems and processes were flowsof work and activities that span such functions as purchasing design, production and marketing (7).

From the perspectives of research and development program that continually turns out new and valuable is an internal strength that can pay dividents for years into the future. As new product development cycle times shorten and as customers demand new technologies and new products now, R and D will recieve increasing attention in the Yaounde Agreement (8).

Within governing coalitions a constant search for consensus exists. This is reflected in the way in which complicated consensus – building devices have been created to secure a consensus on the Yaounde Agreement position on European Integration and on important decisions of the EU institutions. Despite the increased number of protagonists in the preparation of the Yaounde Agreement position in the EU negotiations, this search for consensus has remained. The result is an intricate web of institutions and organs that aim at finding compromises among the increased number of actors. As internal strengths and weaknesses are inside the organizational agreement and under the influence of implementers. Therefore, it is assumed that the weaknesses can be changed. External threats can be more trying than the internal conditions,since external threats arenot under under control of the Agreement negotiators.

The latter swot – analysis factors of the Yaounde Agreement were external opportunities and threats in the face of undefined future challenges which might be prudent to construct Africa as an parallel adaptation system based on regional differences. The key question when optimizing a system is: -What are the possible external opportunity threat changes? To answer this question is necessary to experiment and compare results – what might need a lot of time that might not be available.When the system is composed of a number diversifed autonomous subsystems (producers in markets, like individuals in populations, or regions in Africa).

The answer may be practically ready – there may be no need to experiment on the amicable negotiations, it might be enough to analyze the existing differences and their consequences. In the context of African agreements, when external conditions change, a comparision of diversified reactions of particar regions and their effects can provide information on the proper direction of alterations required.

The Yaounde Agreement external opportunity – threat context is considered as an issue, or condition in the environment external to the organization that might help it reach its goals. Usually very strong external opportunities, or threats may even cause an Agreement Act to modify its goals and strategies. The contextual factors that have affected the Yaounde Agreement are open free market economies’ adaptation to EU membership that consists of an institutional tradition that emphasizes ministerial autonomy (9). This seems to contradict the coalition and consensus-building character of some African policy-making Authorities, but. In fact, it does not. Only in cases where politically sensitive issues are at stake are consensus – building mechanisms mobilized. In all other cases the ministerial autonomy is widely respected. The other factor consists of behind the scenes mentality of my African people in socio-economic politics. Despite existing formal institutions,decisions tend to take place elsewhere. The role of formal organs is, then to act as rubber stamps.

This may make Yaounde Agreement politics both more flexible and less visible to the outside world.

Although opportunities and threats in the external environment are not under the direct control of the Yaounde Agreement’s managers, they must be responded to if the amicable negotiation wants to stay healthy and grow in partnership with the European Union Integration Networks. As analyzing the external environment of negotiation is labeled as environment scanning, high organization performance is associated with the frequency and breadth of scanning (10).

1) Peterson J. (1995): - Towards a Framework for analysis Journal of EU Public Policy 2: 1,69-93.

2) Schonberger; ’’Is Strategy Strategic?’’

3) Greenwood et al. (1992) : Established and Emergent Sectors – organised interests and the EC at the European Level in the London Sage.

4) McLaughlin (1994): Outsiders in side? Japanees lobying in the EU a paper presented at the Chicago Conference of  Europeanists, 31st March to 2nd April 1994.

5) Mazey et al ( 1993): - Lobbying in the EC Oxford University Press.

6) Turrow L.C., Op. Cit.

7) Judge W. et al.: ’’Long-Term Quality Improvement and Cost Reduction at Capsugel; in Stahl and Bounds, Completing Globally Through Customer Value, pp. 703–709.

8) Wilso et al.: ’’Improving the Product Development Process’’ in Stahl and Bounds, Competing Globally Through Customer Value, pp. 404–427.

9) De Wachter (1992): pp. 163–7.

10) Peter Gakunu (1997): Enhancing Lome’s Democratic Quality through Capacity Building and Coherence pp. 1–60.

2.1. THE STRATEGIC PLAN OF THE YAOUNDE AGREEMENT INITIATION

The essential strategic plan was formulated to capitalize on external opportunities and internal strengths, and to work around external threats and internal weaknesses. Grow and invest situations are those in which organizations can capitalize on external opportunities with internal strengths. Shrinkage or withdrawal situation are those in which organizations have significant internal weaknesses or external threats that they cannot overcome. The entry into the EC Integration Agreement concided with the negotiation and the coming into force of the OAU wishful sentiments on the African Issue Agenda.

The increased understanding of the intricacies of the policy process which have been genetrated by the now EU–Yaounde Agreement studies as a system of amicable integration governance has been important in at least two major respects. The overall new questions which are to be addressed by integration theorists are being highlighted and the shortcomings of existing explanatory approaches are being released at the end of the pipes. The critical perspectives of the strategic plan evidence from the study of the policy is going to help the macroeconomic analysts to address the cost-benefit ratio theories of European EU–Yaounde Agreement Integration. The significance of the strategic plan is by justifying the various analysts’ focus on particular potential actors, explaining the process of preference formation through emprical observation, examining the nature of the socio-economic politcal actors involved, and by identifying the relationship between the agreement policy environment and the taking of the major constitutional decisions.

The ACP countries need to formulate a common interest, to develop weight against the EU, e.g. by creating more intra-regional trade. It was noted that, as Lome’ Preferences diminish, the necessity of a viable regional economic grouping of ACP countries is growing. It was argued that stimulating this regionalism requires that the remaining Lome’ preferences be abolished.
2.1.1. THE MISSION OF THE STRATEGIC PLAN 
The mission describes the EU–Yaounde Agreement Integration of mechanistic issues which are in the organization. The mission indicates why the organization exists. The mission strategic plan was intiated from the perspectives of the African-customers and EU-customers rather than stockholders, or any other group. The customer, perspective, or attention to customer value, is a socio-economic, political and primary characteristic of total quality management in the strategic planning (1). 

Traditional theories of EU-Yaounde Agreement cooperation mission have, quite appropriately been extensively been criticized: sometimes they failed by their own mission standards, they have been criticized their choice of key actors or analytical focus, and sometimes, perhaps The EU Community budget (1998): The facts in figures pp. 1 ps most importantly, they have been criticized for their failure to specify or justify the underlying assumptions on which their conceptualizations are based.

The Yaounde Agreement at the EC level has rather successfully employed a bargaining strategy combining commitment to far-reaching European Integration and the claim for additional funds to enable it to close the gap with big competitive member-states at the negotiation table. Evidence from both the EU policy process and from major treaty negotiations has consistently reinforced the evidence of the critical role which national governments play in the integration process. From the global angle context, the insights offered by theories of international relations, developed and refined by Moravcsik in his theory of liberal intergovernmentalism, that the national governments are the dominant actors in the integration process and that the bargaining between these relatively more or less powerful actors determines the final outcome of most decisions in the EU policy-making and the integration processes, have been invaluable in developing our understanding of European Integration (2, 3). 

The mission strategic plans frequently describe the organization’s chief agreement products or services, the customers or market served, the customer value provided, and the agreement organization’s activities. However, while the critism of the early Yaounde Agreement approaches is valid and appropriate, it is important to ensure that, in contemporary analyses of the integration process, the proverbial ’baby’ is not thrown out with the birth water while the African nation is still suffering.

As a potential justification for the earlier Yaounde Agreement mission choice, the Green Paper and the Trade Options aspect of a multifaceted relationship, Article 13ou, now sets out as one of the objectives of the Community’s development cooperation policy, and the integration of developing countries into the International trading system. The strategic mission plan provision had been made in each convention for the possibility of improving the agricultural trade treatment through consultations with the ACP states should they request special treatment for a product not already covered by by such treatment.The existing range of agricultural concessions granted to the ACP by the Community, contained in Annex XL to Lome’ IV, include duty-free access for various tropical products, various forms of relief from the import measures relating to the imports of products subject to the CAP and imports of various products under arrangements made by protocols to the Convention.

1). „No – Dicker’’ car deals ignite: Buyers tired of getting beaten-up USA To-day (4th August, 1992:A1).

2). Cochran D.S. et al. (1985): A framework for developing an effective mission statement – Formal Business trategies – 2 (1985) : 4-17.

3) Moravcsik (1991a): Negotiating the single European Act: National Interests and Conventional Statecraft in the European Community pp. 45, 19-56 and (1993b). Preferences and power in EC. Market studies 31:4, 473-524.

2.1.2. THE OBJECTIVES OF THE INITIATION OF STRATEGIC PLAN OF YAOUNDE / LOME’ CONVENTIONS 

After the why of the Agreement buisiness has been defined, it is appropriate to describe the what. The EU-YAOUNDE objectives or goals are the kind of results the cohessive and contigent negotiating team seeks to achieve. Usually the corporate objectives or goals refer to the results targeted for the entire corporation, and at lower levels in the organization. Goals can exist at the business level, at a functional area level like marketing and at lower levels in the organization.

The objectives were specific,measurable, time phased, and realistic to three themes of growth, stability and restructuring. The three depicted priority objectives were as follows :- (a) To increase the weight of Africa as a continent of regional systems and particularly by getting more funding to promote economic and social cohesion within the community and to gain recognition for the specific geographic areas. (b) To secure more favourable treatment as developing continent of regions (e.g. more flexible deadlines for implementing certain directives on environmental protection, consumer rights, the customs union, the shipping and metallurgy industries reconversion, free flow of goods and public markets). (c) To strengthen EC links with the African continent countries (19).

The crucial aspect of Yaounde Agreement’s work is to determine the extent to which EU intervention in a particular policy area is likely to prove acceptable. It is the EC Integration’s dominant and commitant role to propose a particular policy type and the preferred instrument for its implementation. The Agreement-coordination objectives had two policy areas to rely on namely social policy and ICT. During the negotiations on strategic plan objectives a number of attempts were made to differenciate the EC Integration policy types at the Yaounde Agreement Round Table (20, 21, 22, 23). It is the significant choice of policy instrument.

Objective which is of paramount importance (24, 25, 26). Usually it is the instrument selected for realizing a policy aim that is more contentious than the aim itself (27).

As per the revised Lome’ IV Convention, the principles governing the instruments of cooperation were Articles 23, 24, 25, 26, 27, and 28. Here the cooperation shall be aimed at supporting development in the ACP States, a process centred on man itself and rooted in each people’s culture. It shall back up the policies and measures adopted by those States to enhance their their human resources, increase their on creative capacities and promote their cultural identities. Cooperation shall also encourage participation by the population in the design and execution of development operations.

Account shall be taken, in the various fields of cooperation, and at all different stages of the operations executed, of the cultural dimension and social implications of such operations and of the need for both men and women to participate and benefit on equal terms.
TABLE 2. THE SHORT AND LONG-TERM OBJECTIVES OF YAOUNDE/LOME’ AGREEMENT

Objectives                                        Measure                                       Short Term         Long –Term

African customer satisfaction           Percentage satisfied                         %                           %

Market   share                                   Percentage                                       %                           %

Growth                                              Dollar sales                                       $                           $

Profitability                                       Return on assets                                %                          %

Yaounde Agreement stockholder     Earnings  per 

Value                                                 share                                                  $                           $                                               

The deep attachments to materialism is the dependence on an open world trading system that makes the community a suppoter of the multilateral trading principles of the General Agreement on Tariffs and Trade (GATT). It is in GATT that the Community has the highest profile. Since its entry into force in 1948, the GATT has become the principal instrument governing the conduct of the World Trade. It is both a code of rules and a forum in which negotiations and other trade discussions take place.It plays increasingly important role in the settlement of trade disputes between its agreement signatories. The articles of Yaounde Agreement, GATT, and various international agreements drawn up under its aegis, from the legal basis for the African Community as a Region of Systems’ own trade policy instruments and action, as in the field of tariffs,the application of safeguard objective measures, anti-dumping actions and the like. GATT also spearheads special initiatives to open markets as in its public procurement code.

The aim of the Yaounde Agreement Consumer Protection Policy was to take account of and protect the interests of consumers and their rights in matters within the competence of the Commission and the Community legislation. The Community’s consumer policy had had a significant impact on harmonization measures since 1972, when the basic rights of consumers were set out, but it was not until the Single European Act (Article 100) that the protection of consumers (and the environment) was formerly added to the Rome Treaty as a matter to be considered, and the consumer service was set up. The TEU Article 129Act made consumer protection a Community policy in own right from from 1st November 1993, and the Amsterdam Treaty amends this Article so as to provide that as from 1st January 1999 consumer protection shall be taken into account in defining and implementing other policies and activities.

As with GATT, the African Community has a special status within the Organization for economic cooperation and development (OECD). The community is not strictly speaking a member of the organization but the Commission regularly speaks on behalf of the Community on issues of Community competence, or where the member states have agreed on a common objective strategy position.

The work of OECD in collaboration withYaounde Agreement covers a wide field of macro- and microeconomic issues as well as monetary and financial matters and, increasingly environmental questions.

One of the African Community’s declared aims is to champion free trade. This was set up in the Yaounde Agreement which said the community will: - Contribute in the common interest to the harmonious development of World Trade, the progressive abolition of restrictions on international trade and the lowering of custom barriers. The Agreement also pledged to put its own democratic structures and principles at the service of international political stability. The preamble of the 1987 Single European Act States that EC countries: Display the principles of democracy and compliance with the law and with the human rights to which they are attached, so that together they may make their own contribution to to the preservation of international peace and security.

The Yaounde Agreement on free trade principle is contained in Article 11o of the EU Treaty, which is at the heart of the Community’s relations with its trading partners through the world (28).

As the world’s biggest trading power, the EU Community has built power over the years a complex network of multilateral, regional and bilateral trading relationships. Many of these agreements like the Yaounde Agreement, cover financial and technical cooperation, as well as trade. Specific relationships have developed because of geographic proximity, through former colonial ties (the Lome Convention), or because of similar levels of economic development. The changes introduced in the mid-term review of the convention confirm that the granting of preferences,although an important factor in trading relationship ,is not the only aspect of that relationship. The insertion of Article 95 on trade development by the third Lome’ convention and the ammendmends introduced by Lome’ IV and the mid-term review of that convention confirm that the emphasis in the future would be the promotion of internal conditions within ACP States leading to export growth and diversification.

The Lome’ IV Convention – Financial Protocol 1995–2000 stated the EC’s objectives and priorities as clarified in a Community declaration (ANNEX IIIa) which listed them on the basis of Article 133U of Maastricht Treaty. Here reference was made to sustainable economic and social development in developing countries, their harmonious and progressive insertion in the World economy, poverty alleviation, the development and consolidation of democracy and legitimate government, and respect for human rights and fundamental liberties.

Through those new provisions, a complementary approach had been established in setting up the policy dialogue That had by then combined the development strategy of each ACP country and the Community’s cooperation objectives. The new Article 281.2 reflected that approach. As per per the condition regards under which dialogue took place, greater flexibility in the use of the resources that had been built into the programming procedure, both to offset their tendency by being unproductive and providing an incentive for good performance in the implementation of indicative programmes. In that Lome’ IV Convention of Financial Protocol 1995-2000 context, the principle of two-tranche programming was introduced in the new texts dealing specifically with the programming (Articles 281 and 282). The relevant Provisions included the following items: - At the beginning of the five year term period covered by the new financial protocol, the Community would give each ACP country a clear indication of the total programmable resopurces available to it during that period.

- After an exchange of views on the draft indicative programme drawn up by the recipient country, the Community and that country would reach mutual agreement on the actual indicative programme. That would specicfy the amount in the first tranche of funds representing 70 % of the overall financial envelope envisaged for the state in question.

- The indicative programme, which could be revised at the request of the ACP state concerned, had to be reviewed when that country had achieved a high level of commitment in the implementation of the programme and, in any case, no more than three years after the entry into the force of the second financial protocol.

- After the review of the indicative programme, the resources necessary to complete it might be allocated, taking due account of elements such as the total indicative budget and also progress achieved in execution of the first tranche and the state of preparation of activities envisaged within the framework of the second tranche.

A Community declaration (ANNEX LXXXI) made it clear that those ACP countries with which cooperation had been suspended would not be notified of the indicative amounts.Concurrrently, in the case of those countries unable to sign, or to implement national indicative programme, a proportion of the resources allocated to them might be, under certain conditions, be paid out to the people as emergency aid, humantarian aid, or in the form of rehabilitation actions (Article 254.3). Ultimately, the new Article 283 invited the Community and the ACP states to take all necessary measures to ensure the indicative programme was within 12 months of the signing of the second financial protocol. That meant that, programming had to be completed by October 1996 at the latest.
2.2.1. THE AFRICAN CUSTOMER SATISFACTION IN THE YAOUNDE / LOME’ CONVENTION

The opportunity cost of environmental protection is covered on Articles 33–41; the agricultural cooperation, food security and rural development is on Articles 42–53; the drought and desertification control is on Articles 54–57; the development of fisheries is covered on Articles 58–68; the cooperation on commodities is covered on Articles 69–76; the industrial development, manufacturing and processing is covered on Articles 77–98; the mining development is covered on Articles 99–104; the energy development is covered on Articles 105–109; the enterprise development is covered on Articles 110–113.

The objectives and principles of cooperation in the development of African customer services are as follows as per Lome’ IV Convention as revised by the agreement signed in Mauratius on 4th November 1995: - (a) The Community and the ACP States recognise the importance of services in the formulation of output development policies and the need to step up cooperation in this sphere. -(b) The Community shall support the ACP States’ efforts to increase their domestic capacity to provide services with a view to improving the working of their economies, relieving the balance of payment constraints and stimulating the process of integration of Africa as a region of innovative customer satisfaction systems. -(c) The objective functional domain is to ensure that ACP States derive maximum benefit from the provisions of the Agreement, at national and regional level, and to enable them to: -Participate competitively under the most favourable conditions in community, domestic, regional, and international markets by diversifying the range and increasing the value and volume of ACP States’ trade in goods and services.

-  Increase their collective capacity by means of greater economic integration and consolidation of functional cooperationon specific themes.

-  Stimulate enterprise development, notably by encouraging ACP–EC investment in services, with a view to creating employment, generating and distributing revenue and facilitating the transfer and adaptation of technology to specific ACP needs.

· Derive maximum satisfaction benefit from national, or regional tourism and improve their participation in world tourism.

· Set up the convenient transport and communication networks, informatics and telematics systems neede for their development.

· Step up vocational training activities and transfer of know-how in view of determining role of human resources in the development of services.

(d) In the fulfilment of these customer satifaction aims, the contracting parties shall have recourse, in addition to the specific provision on output services, to those on trade, trade promotion, industrial development, investment, education and training.

As per Article 115 the view of the wide range of services and their unequal contribution to development, and with a view to maximizing the impact of Community aid on the development on the customer product satisfaction of ACP States, the two parties agree to pay particular attention to services necessary for the economies in the following areas:

- Services that support output economic development,

- Tourism,

- The customer satisfying services of transport, communication and information technology.

In order to benefit African customers in the improvement of product services, the community shall help carry out programmes, projects and operations submitted to it on the initiative of the ACP States, notably those at its disposal under output development finance co-operation, including those which are the responsibility of the Bank.

2.1.2.2. THE  MARKET  SHARE OF THE YAOUNDE / LOME CONVENTIONS  

The services that support economic development in the pursuit of African market share cooperation of objectives in this sector, categorically defines that the cooperation shall concern marketed services, without, however, this leads to neglect of certain parastal services required to improve the economic environment, such as customs computerization, by giving priority to the following services :

- The marketing services that support foreign trade.

- The marketing services required by the business sector.

- The marketing servicing that supports regional integration.

In the restoration of the ACP States’ external market competitiveness, cooperation in the field of services shall give priority to services that support external trade, the scope which is as follows (a) The creation of appropriate market infrastructure for trade, in particular through operations to improve external trade statistics, automation of custom procedures, port and airport management and the establishment of closer links between the various protagonists in trade, including exporters, trade financing bodies, customes and central banks. (b) The promotion of specifically trade oriented such as trade promotion measures that are also applicable to services. (c) The output development of other external trade-linked services such as trade financing, clearing and payment facilitiers, and access to information networks.

To foster a strengthening of the economic fabric of ACP States, taking into account of the provision on market enterprise development, a particular attention shall be paid to the following areas: - (a ) The business advisory fields of market management, accountancy, information technology, legal advice, tax consultancy and finance.

(b) The setting-up of adequate, appropriate and flexible business financing facilities to stimulate the growth or setting up of firms in the field of market services.

(c) The strengthening of the ACP States’ capacity in financial services,technical assistance for market developing insurance and credit institution in the field of trade development and promotion.

In uderpinning economic market integration designed to create viable economies, and in view of the provisions on regional cooperation, particular attention shall be given to the following areas: - (a) The services that support trade in goods between ACP States through trade measures such as given market case-studies.

(b) The services required for the expansion of trade in services between ACP States with a view to enhancing their complementarity, notably by extending traditional trade promotion measures, adapted where necessary to the market services sector. 

(c) The creation of regional centres of services aimed at supporting specific economic sectors, or jointly implemented sectoral policies, notably through the development of modern market communications, information networks and computerized data banks.

According to Article 185 of the Revised LOME’ IV CONVENTION the Contracting Market Share Parties shall recognize the following: -(a) The importance of trade in services for the development of the ACP States’ economies, on account of the increasing role of services in international trade and their considerable growth potential. -(b) That long term aim in this area is a progressive liberalization of trade in market services, with due respect for national objectives, and taking account of the level of development of ACP States. -(c) That it will be opportune and necessary to develop cooperation in this market sector as the outcome of the Multilateral Trade Negotiations had been known, and -(d) The Contracting Market Share Parties will negotiate amendments or further elaboration of that convention which took account, and took advantage of the outcome of the Multilateral Trade Negotiations in the GATT.

When we speak of the present, it is not, naturally, the „fleeting market share” now, that we have in mind, but the present market share infrastructure as econometrically framed by experience of the ACP experts when negotiating with their fellow EU partners at round table conferences. It is the analysis of the present as a structured, brainstorming experience that all the contributors address themselves to. It is the visible cultural, econometric, socio-political and compromissive agenda which makes intelligible issue to interested audience – that is the significance and scope of the market share trajectory of theorizing the present and future Lome’ Conventions. What is expected is not the convergence of interests,or approaches, but a cogent and coherent interpretation in reflecting the usefulness of market share theory over and assessing the inherited traditional  socio-economic conceptualizations, the modern economic theory problems and responses that have structured our experience, the possibilities we have explored in the ACP States and the impasses we have run against.
2.1.2.3. THE GROWTH DEVELOPMENT OF YAOUNDE / LOME’ CONVENTION

The four main strategic options presented here as an appropriate framework to ensure the future development of ACP States’ trade with the European Community are examined in the limelight of of the existing provisions of the Lome’ Conventions as revised in Mauratius Mid-term review, and the birth of the new World Trade Organization (WTO)(1) as follows :

- (a) The maintenance of growth development status quo

 
- (b) The growth integration of the ACP into the Community’s GSP Schemes

- (c) The growth development plus reciprocity 

- (d) The differenciated growth development reciprocity.

The Luxembourg Compromise of 1966 appeared to set limits both to integration process and to independence and initiative of the Commission. It introduced a period of disenchantment with supranationalism in practice, even if the rhetoric was retained. The more negative approach of national politicians was reinforced by the seeming stagnation of the 1970s when, in the face of recession, inflation and monetary instability, the Commission appeared able only to propose meaningless and unacceptable measures of harmonisation. The most dynamic elements within Western Europe seemed associated with the coordination of foreign policy through European Political Cooperation (EPC) – even if dismissed as substitute for policy (2). As Nuttali points out, EPC had been set up deliberately outside the Community framework on an intergovernmental basis in order to exclude the Commission and keep supranationalism off the agenda. It was perhaps not surprising that in the absence of anything but a return to theoretical „realism” (often with a neo-prefix), interested in the role of the Commission waned. David Coombies’ Politics and Bureauracy in the European Community of 1970s was the last of any full-length studies for nearly two decades (3).

There were occasional attempts to revive interest, not least on the occasion of enlargement in 1973, when for example, Altiero Spinelli sought to reinvigorate the Commission’s role both through his writings (4) and through actual participation in the Commission itself as a Commissioner responsible for Industrial Policy. Again from within the Commission Roy Jekins when President, sought to re-estabilish the Commission and its Presidency as the primary motor of integration through the setting of new goals and proposals such as that on Monetary Union, and as a representative of the European Interest – or at least as representative of the European Community (5).

(a) The maintenance of growth development status quo since the Luxembourg Compromise of 1966 and during the Presidency of Roy Jekins appears to confirm that the ACP would remain at the top of the pyramid of trade previleges granted by the Community. Despite that fact, closer investigation of the first strategy option reveals that the status quo is not actually being maintained, as the Commission point out that this option should be supplemented a requirement that the ACP submit and bind a tariff schedule under the GATT. The existing Convention had a waiver from the GATT as a result of the non-reciprocity provision. That was the evidence of the by-then incompatibility of the Convention with the Rules of the International Trade. The so-named „status quo” option would still require a waiver because of the differential treatment accorded to the ACP countries as against other developing countries under the current trading arrangements. The conception of the Interpretation of the Article XXV concluded during the Uruguay Round requires that the Contracting Party requesting the waiver, in that case the Community, should categorically describe the policy objectives to be pursued and the concrete reasons which would prevent the realisation of those objectives being realised by measures which are consistent with the GATT obligations. 

The brainstorming book „The Future of Capitalism” could be seen as a strategic point of the Third Scenario – The Thurowian Scenario – following the name of the author of the book. L.C. Thurow is dramatically exposing the weakness of temporary capitalism and the necessity of a profound metamorphosis of this system.

The essence of the Thurowian philosophy of gowth development is presented in the following way (6): - Growth technology and idealogy are shaking the foundations of 21st Century capitalism. Technological growth development is making skills and knowledge the only sources of sustainable, economic and strategic trade advantage. Abetted by the electronic media, idealogy is moving towards a radical tariff quota form of short-run individual consumption maximisation at precisely a time when economic success will depend upon the willingness and ability to make long-run social investment in skills, education, knowledge and infrastructure. When growth technology and idealogy starts to moving apart, the only question is when will be the „big one” / the growth development earthquake that rocks the Tariff Quota trade system / occur ? Paradoxically, at precisely the time when capitalism finds itself with no social competitors - Its former competitors, socialism, or communism having died – the ACP States will have to undergo a profound metamorphosis in achieving amicable, well-thought out and worked trade development growth programmes in their Negotiations with the EU Partners.

- If it has to succeed, the capitalism of the future will have to shift from a consumption idealogy to a builder’s idealogy. Growth is not an automatic process of quietly moving from one equilbrium point to another. The trade gowth path of ACP States is a noisy process of dis-equilibrium, where a lot of socio-economic and political fun is to be had in feeding the empty stomachs of the empoverished nations. Thus technology is not manna from heaven. It is a social process of human creation and of innovative systems of nature.

It is by no means clear in the first strategic option that all of the ACP are in a sufficiently exceptional position, as opposed to other developing countries, to justify granting of the waiver. Moreover, in the case of the Caribbean and Pacific countries, the maintenance of the existing arrangements would be a factor frustrating regional integration. The promotion of regional integration among the ACP and between the ACP and other developing countries had been one of the goals of the Lome’ relationship. For example an amendment to the Rules of origin on cumulation introduced by the mid-term review allows the ACP to request that products from the neighbouring development countries,other than an ACP State, belonging to a coherent geographical entity, be considered as originating in the ACP State (Annex LXXXVI, Lome’ IV. Developing country defined as any country listed as such by the Development Aid Committee of the OECD and South Africa. High income countries and countries with a GNP inexcess of $100 –billion are excluded. As for the list of neighbouring developing countries they are; for Africa – Algeria, Egypt, Libia, Morocco, Tunisia, and South Africa; for the Caribbean – Colombia, Costa Rica, Cuba, El Salvador, Guatemala, Honduras, Nicaragua, Panama and Venezuela, and for the Pacific – Nauru). The apparent growth generosity of this new provision is limited by the fact that cumulation can only occur within a region and is further limnited by the exclusion of certain products by Annexes X and XI to the Protocol on theRules of origin from the provision.

In both the Caribbean and the Pacific potential growth exists for regional co-operation between the Member States of the Lome’ Convention and developed countries in both regions. However, the Community could not contemplate the accession of ACP countries to regional arrangements involving other developed, as such arrangements, by their very nature, would involve discrimination against non-members. Yet endorsement of the objectives of  „open regionalism” notably by Asia-Pacific Economic Co-operation limits, if not eliminates, this problem for the Pacific countries but the possible extension of the North American Free Trade Area to include all of the American Continent, unless carried out in the principle of open regionalism, would present a problem to the Caribbean countries. If the goal of the trading arrangements is to create an enviroment in which trade and investment can develop, it hardly seems reasonable to select an option for the future development growth of of the trading relationship which restricts trade policy options for the ACP or condems them to trading relationship which has significantly failed to develop their trade since 1975 (7).

In the past, first world workers with third world skills could earn premium wages simply because they lived in the first world. There they worked with more equipment, better technology, more skilled co-workers than those with third world skills who lived in the third world. These complementary factors effectively raised their productivity wages above what they would have been if they had been working in the third world. But this premium is gone. Today they will be paid based on their own skills – not based on the skills of their neighbours.

Put blindly, in the economy of the future those with third world skills will earn third world wages even they live in the first world. Unskilled labour will simply be bought wherever in the world it is cheapest (8).

To my mind, the Thurowian Scenario is probably the best Scenario for the Future of Europe integration with the ACP States. It is the Scenario of „long-run social investments in skills, education, knowledge, and infrastructure”.

This Scenario will create the long-run competitive advantages for the European – ACP Integration Economy which is the crucial problem of the 21st Century.

There is a paradoxical similarity of the Welfare State Development Economy and Darwinian Scenarios Development Economy. These scenarios are not organised around the core issue – the creation of long-term competitive advantages for Europe – ACP States.

The Welfare Scenario is too much dedicated to the principle of equality. The Darwinian Scenario is dominated by the short-term thinking which is not the best way to build up the long- term competitive advantage of Europe-Africa-Caribbean-Pacific Integration.

In the scholaristic approach, I think that the activity of the European Commission in the field of development growth that is Education & Technology / DG XXII and DG XII/ is close to the Thurowian Scenario.

(b) The growth integration of the ACP into the Community’s GSP Schemes option would permit the ACP to enhance regional links with other developed countries, and would ensure greater regional integration between developing countries. Never the less there are two foreseen problems here. The alleviation of the Lome’ preferences will be very disadvantageous to the ACP States. They could be compensated for such losses through improvements to the Community’s GSP which could make preferences for all least developed countries equivalent to those granted to the ACP. This would not constitute a major extension of the GSP as the vast majority of those countries classified as least developed are in fact ACP countries. As a consequence the solution would accord with the Comprehensive and Integrated Plan of Action adopted by the World Trading Organization (WTO) in December 1996 to promote the exports of the least developed countries. Whilst a solution can be found for the first problem associated with the integration of the ACP into the Community’s GSP, the second problem is perhaps insoluble. The various protocols to the Convention allowing for special treatment of various ACP products would have to be discontinued.

Protocol 6 of the first Lome’ Convention on bananas noted that the Community and the ACP States agreed that no ACP State was to be placed „as regards access to the market and market advantages, in a less favourable situation than in the past or present”. The completion of the internal market led to a common organisation of the market in bananas which allows for the continuation of traditional levels of ACP banana export to the Community whilst setting a quota for Latin America or dollar-zone producers and non-traditional ACP exporters (9). The import regime permits for the continuation of traditional levels of ACP banana exports to the Community whilst setting a quota for Latin America or dollar-zone producers and non-traditional ACP exporters. The initial quota was set by Article 18(1) at two million tonnes, although provision existed for an additional quota to be fixed every year on the basis of the forecast supply balance. Under the Regulation, for quantities within the quota, the duty will be set at 100 ECU per tonne and for those in excess of the quota, the duty will be set to 850 ECU per tonne. Of this Tariff quota, 90000 tonnes was reserved for duty-free entry of non-traditional ACP bananas and the allocation of quantities between these countries was subject to further Community Regulation (Reg. 478/95 OJ 1995 L 49/95). This regulation also confirmed special arrangements for Colombia, Costa Rica, Nicaragua and Venezuela as part of the Banana Framework Agreement (BFA) concluded during the Uruguay Round. Imports of bananas, irrespective of source, would be subject to various licensing procedures.

The new regime was applauded by ACP producers as it allowed for the continuation of their traditional exports to the Community. However, the dollar-zone producers were very critical of the regime and a complaint was made to GATT on the basis that the level of the quota was set below the level of imports since 1988. As a result of the complaint, the tariff quota was increased to 100000 tonnes for 1994 and 200000 tonnes for 1995 for dollar-zone and non-traditional ACP exporters. This did not put an end to the dispute and a further complaint was made by Ecuador, Guatemala, Honduras, Mexico and the USA to the WTO in Februauy 1996. The final report of the Panel was issued in April 1997.

The analysis of Europe as the changing regional scene in the integration of the ACP into the Community’s GSP Schemes is but to look at the global pattern changing in time and space. In this context we assume that the global pattern is dynamic set of innovative, adaptive and scansenic regions. Where grand epoch in the growth development of technology, economy and culture ie represented by a small set of regions which are, in a given time, the avangarde of global progress. 

The second group are the adaptive regions which have developed the capacity to absorb innovations created in the first group.These are the well known integration mechanisms of creation and diffusion of innovations.

According to Norman Davis (10), 19th Century Europe/ 1815–1914/ was the Powerhouse of the World. We may add that this power was represented by a strong set of innovative and adaptive regions.

In the first part of the 20th Century, this global Powerhouse was shifted to North America and – in some pessimistic interpretations – there is only one really innovative region in the globe scale – California (11).

It is true that the years 1914–1945 were the time of „Tenebrae” in Europe (12). But it is also true that the second part of the 20th Century is the time of the „European Reconquista” on the globe scene.

The European Union and the Integration of Europe is one of the modt important historical vehicles of this „Reconquista”.

This process is reflected in the development of a strong set of innovative and adaptive regions in Europe – which are able to face the global challenges of innovation and competition. And thus for the outcome of all those arguments, the Tariff Panel concluded that the Community had acted inconsistently with Article XIII GATT dealing with the adminstration of tariff quotas, which requires a member to treat all imports in a similar way. By drawing a distinction between various types of imported bananas, non-traditional ACP bananas, BFA bananas and others, the Community banana regime had breached this article.In the investigation of the Lome’ waiver, the Panel pointed out that the waiver was limited to that preferential treatment which was required by the Convention, it could not extend to all preferential treatment which the Community might wish to accord to the ACP. 

The ruling of the Panel, which upheld an appeal, might well have signalled the death-knell for the Community banana regime. In any event the regime was set to expire in 2003 and it was unlikely that the simple reenactment of the existing trading regime would be one option for the future. The prospect of further integration changes to banana regime to accord with the new rules of International trade must be a matter of some trepidation for ACP exporters of bananas, especially for the Caribbean exporters, given the high export dependence of these countries on exports to the Community Market (13). Despite over twenty years of cooperation under the banana protocols to the Lome’ Conventions, ACP bananas remain uncompetitive on the Community market when compared to dollar-zone producers. Greater competiveness and reduced export dependence are required before the special treatment of traditional ACP banana exports is brought to an end. Irrespective of when the reform of banana regime occurs, the Community must adopt a system of trade and non-trade measures consistent with the WTO and WTO rules which also meets the demands of the ACP banana exporters. This would represent a real challenge to the Community which must be met irrespective of any changes to the trading relationship.

Under Protocol 7 of Lome’ IV, the Community and the ACP States agreed to take special measures to enable traditional ACP exporters of beef and veal to maintain their position on the Community Market, thus guaranteeing a certain level of income for their producers. The special measures involvef the reduction of import duties, other than custom duties, on beef and veal originating in certain ACP States by 92 %. The concession was limited to sixty countries (Botswana, Kenya, Madagascar, Namibia, Swaziland and Zimbabwe) and each country was given an import quota. It had estimated the impact of reform as a result of the Uruguay Round Agreement on Agriculture on Protocol 7 to Botswana, as one of the beneficiaries of the Protocol, to be $ 11.6 million; that negative impact would increase significantly if the Protocol had to be abolished (13b).

The special commodity arrangement for sugar, Protocol 8 to Lome’ IV, involved undertaking by the Community to „purchase and import guranteed prices” specific quantities of cane sugar which the ACP States undertook to deliver to it. Article 1 of the Protocol continued by noting that the implementation of those undertakings was to take place within the common Organization of the EC Market in sugar and that common Organization should not prejudice the undertaking given by the Community. The quantity of sugar benefitting from the Protocol was set at 1.3 million tonnes and that was subdivided between those ACP States concerned. Under Article 5 of the Protocol, the sugar was to be marketed in the Community at prices freely negotiated between buyers and sellers. The Community agreed to intervene only when quantities of sugar could not be marketed within the Community at a price equivalent to or in excess of the guaranteed price.

Although the Protocol represents a limited guarantee of free and assured success access for one important commodity to the community, its provisions have been subject to critism, inparticular the provisions on pricr and on quantities. The prolonged freeze of the guaranteed sugar price, which had turned into a decrease, combined with the reluctance of the Community so far to adopt other measures to counter act the effects of such actions and to alleviate the effects of International growth developments, pose a serious threat to the ability of the protoccol to meet its objectives (14).

Article 1 of the Sugar Protocol contractually obliged the Community to import ACP sugar for an indefinite period, although Article 9 allowed for denunciation on two years notice.Denunciatiation by the Community would only add to problems which ACP sugar exporters are likely to face as a result of the Uruguay Round and woulld breach the commitment in Protocol 22 of the UK Act of Accession and the Spirit of Arrangements enshrined in the Sugar Protocol.

(c) The growth development status quo plus reciprocity, as a third objective option of strategic plan is a potential solution to both of the have been experienced difficulties, and a potencial factor enhancing the relationship, as it involves the maintenance of the existing arrangements with the additional requirement that the ACP grant reciprocal concessions to the Community. Potentially that would allow the new trading arrangement to be covered by Article XXIV GATT through the creation of a free trade area between the parties, thereby integrating the ACP into the Internation trading system and creating environment more conducive to greater investment. In the negotiations for the original Lome’ Convention, both Parties agreed that the promotion of trade, which recognised the deffering levels of development, should be the objective of their trade co-operation. The only matter of dispute was how this was to be achieved. For the Community this involved the establishment of reciprocity and for the ACP it involved the unhindered access of all their products to the Community Market. Neither party achieved their objective. According to Article 7 of the first Convention,given the present development needs of the ACP States, there would be no requirement to grant reciprocal concessions to the Community for the Concessions which they had been granted. According to Article 7(2), the only obligations which had to be imposed on the ACP was that they should not discriminate against the Member States and grant the Community treatment no less favourable than the most-favoured nation treatment. That represented a partial victory for the ACP position that there should be no oblgation to grant reciprocal concessions. Complete success was not achieved until 1985, when Article 25 of the Lome’ III provided that the trading arrangements should not comprise any element of reciprocity for those States as regards free access. It categorically stated that the abolition of the element of non-reciprocity would therefore represent a return to the pre-Lome' relationship between the parties.

In relation to part IV, the one member of the GATT Working Party questioned whether, or not Article XXIV allowed for the co-existence of a customs union and a free trade area, and whether Article XXIV was really appropriate given the level of growth development of some of the parties. The Working Party doubted whether the actual provisions of Part IV would actually lead to the creation of a free trade area. Reference was made to Article to Article 133(3) of the Treaty under which the associated countries were allowed to levy new import duties. Such new duties, it was argued, would infringe prargraphs 8(b) as there would be no elimination of duties on substantially all the trade between the parties (15).

(d) The differentiated growth development reciprocity objective of the strategic plan option would solve the problems of the ACP negotiating as group as it would permit for the establishment of either bilateral or regional free trade areas. The differentiated and the latter option would ensure the new trading arrangement to promopte regional integration both within the ACP and between the ACP and other developing countries.Bilateral free trade areas would solve the negotiating problems identified but this option would have to be restricted to the larger ACP countries who are in position to offer reciprocal concessions covering substantially all areas of trade.

One problem here was that the region to region free trade area option assumed that the ACP regional Agreement was functioning properly.

In countering problems which related to the limited size of domestic markets of most of the ACP States, successive Conventions had encouraged the growth of regional co-operation among the ACP. That had resulted in the establishment of various regional organizations which split the ACP into seven groups; the Caribbean, the Pacific, the Indian Ocean, Central Africa, Eastern Africa, Southern Africa and Western Africa. This mechanistic pattern had been used since the second Lome’ Convention to support regional integration in the ACP. The amendments introduced at the mid-term review, for example to Article 243 on structural adjustment support, confirm not only the importance attached by the Conventions to regional integration but also the close relationship between reform at the regional level and reform at the national level. There had been problems associated with this means of co-operation. As an African scholar, I would identify the Centre–Periphery Gap in African trade area co-operation as associated with parochialism; lack of grassroot support; the death of local private entrepreneurs, technical management skills; the economic dependency of many African States; problem with the transport infrastructure; the multiplicity of organizations in an area and associated problems of an operational and institutional nature; and finally, those which are inherent in the very nature of economic co-operation. For sure analytical case-studie show that sub-Saharan Africa had never experienced the three factors which make for successful regional integration; economic homogeneity; sustained economic growth at a national level; and a legally binding political commitment to economic integration. It could be argued, therefore that the differenciated growth development reciprocity objective of strategy plan would be to foster economic co-operation rather than economic integration.

I hope that now we can accept an optimistic assumption that the experience of the 21st Century substantially diminish the Centre–Periphery Gap in Africa. This means that the network of Yaounde/Lome’ Conventions of Innovative and Adaptive Regions (Mediterranean and Sub-Sahara Africa) in the ACP Periphery will grow faster than the in the African Core. This optimistic assumption is related to the two positive ends namely:

· The activity of the Organization of African Trade Union, especially in the field of socio-economic innovation, research, education and training.

· The mechanistic patterns of growth of information society which are more conducive to promote the economic development of the African Periphery than the traditional agrian and industrial societies.

The failure of regional integration programmes not only in Africa but through the developing world adds some credence to Langhammer’s assessment that corporation, not integration, is the way forward (16). We see the future for regional integration being brighter than the one predicted by Langhammer given the increasing emphasis by the Community in seeking regional solutions to development and by it addressing the range of policy measures necessary to achieve successful integration. For the Caribbean and the Pacific, the regional solution, involving either integration or corporation with non-member countries,is feasible given the presence of either developed and developing countries in the region. This increases their policy options (17). Looking at the Centre–Periphery Gap in Africa trade area, the policy options are now limited to the Mediterranean countries.

Despite the fact that a start had been made on resolving the already discussed parameters, which frustrated the process of regional integration and co-operation in the 1970s and 80s, especially in Africa, further efforts would have to be made if this option is to succeed. Consequently, the option assumes that all ACP countries, including the least developed, would conclude either bilateral, or regional free trade arrangements with the Community which would be consistent with the rules of the WTO. This might not be a realistic assumption.

Not only because of the problems associated with free trade arrangements between developed and developing countries, but also because of the increased vigilance of the WTO to ensure that all regional arrangements are consistent with the Article XXIV. Ultimately, as this option enhances differentiation, the continuation of the protocols would be called into question and existing agricultural preferences would have to be negotiated as part of the effort to establish a free trade area.
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2.1.2.4. THE PROFITABILITY OBJECTIVES OF YAOUNDE / LOME’ CONVENTIONS

The main focus of EU external relations had historically been the industrialised countries, there had also grown up a sophisticated infrastructure of institutions and contacts dealing with the Third World. In paricular the Yaounde I &II; the Lome’ Conventions had produced a range of preferential trading agreements and technical assistance agreements unique among the links between industrialised and developing countries.The administration of these agreements and of broader Community policy towards developing countries, is entrusted to the Commission, although it is not an area of exclusive Commission competence except insofar as it deals with specifically trade or CCP related issues. The Lome’ Conventions themselves are are concluded under Article 238 of the Treaty of Rome, and administered not through DG I but through DG VIII (Development) of the Commission. Significantly they rely on national allocations of aid and assistance, which have to be negotiated with the Commission on a regular basis (1,2,3). A particular set of Profitability Policy towards the Third World has been the growth of the Commission as a co-ordinating body for crisis and humanitarian assistance as well as a longer term technical assistance. The legitimacy built up in this area has had major implications for Commission activitism in the crises of the 1990s, both in the Third World and closer to home.

The ACP States’ Profitability Co-operation in the field of Commodities with the EU is af follows: (a) The stabilization of export earnings from agricultural commodities is categorized with the aim of remedying the harmful effects of the instability of export earnings and to help the ACP States overcome one of the main obstacles to the stability, profitability and sustained growth of their economies, to support their development efforts and to enable them in this way to ensure economic and social progress for their peoples by helping to safeguard their purchasing power, a system shall be operated to guarantee the stabilization of export earnings derived from the ACP States’ exports to the Community or other destinations as defined in Article 189, of products on which they economies are dependent and which are affected by fluctuations in price or quantity or both these factors. In order to attain these objectives, transfers shall be devoted, in accordance with a framework of mutual obligations to be agreed between the ACP States concerned and the Commission in each case, either to the sector, interpreted in the widest possible sense, that recorded the loss of export earnings and be used there for the benefit of economic operators adversely affected by this loss, or, where appropriate, to diversification, either for use in other appropriate productive sectors in principle agricultural, or for the processing of agricultural products. According to the Lome’ IV Convention as revised by the agreement signed in Mauritius on 4th November 1995 Articles 187; 188; 189; 190; 191; 192; 193; 194 (Article 194, section 5: Categorizes that other than the reduction referred to in paragraph 2, there shall be no further reduction of the transfer basis as a result of a shortfall in the resources of the system if, in the case of least developed or landlocked ACP States, the transfer basis is so reduced in accordance of paragraph 2 is less than ECU 2 million, or in the case of Island States, is less than ECU 1 million); 195; 196; 197 (Article 197). In order to implement the profitability system, a reference level and a transfer basis shall be calculated for each ACP State and for exports of each product referred to in Article 187(1) to the Community or offer destination as defined in Article 189. The reference level shall be constituted by the average of export earnings during the period of the six calendar years preceding each year of application less the two years with the highest and lowest figures figures. The transfer basis shall be constituted by the difference between the reference level and actual earnings in the calendar year of application, reduced by the amount corresponding to 4.5 % of the reference level. In the case of the least developed ACP States, this percentage shall be 1 %. The latter reductions referred to shall not apply in the case of the least developed or landlocked ACP States if the difference between the reference level and actual earnings is less than ECU 2 million, or in the case of the Island ACP States if this difference is less than ECU 1 million. In no case shall the reduction of the difference between the reference level and the actual earnings be greater than 20 % for the least developed and for the landlocked ACP States; 30 % for other ACP States. Here the amount of transfer shall be the transfer basis after application ,where relevant, of Articles 202 to 204 and 194; 198; 199; 200; 201; 202; 203 (Article 203, section 1) deals with the investigation of (a) the marketed production in the application year by comparision with the reference period; or (b) the total exports a a share of marketed production over the same period; or (c) the share of total exports going to the Community over the same period; or the sum of figures referred to in (b) and (c) should the investigation reveal a large decline, consultations shall be held between the Commission and the ACP State to determine whether the transfer basis is to be maintained or reduced, and if reduced, to what extent? In section 2 of this Article (For the purpose applying paragraph 1, a decline shall be deemed to be large if it is at least 20 %.); 204; 205; 206; 207; 208; 209 (Article 209 – section 4) categorizes that where there is an adjustment programme in place, including operations designed to restructure profitable production and export activities, or to achieve diversification, the resources will be used in conformity with these efforts and in order to support any consistent of Profitability Reform Policy (210; 211 and 212).

:- (b) Special undertakings on sugar entrepreneurial activities of the ACP-EEC Conventions of Lome’ was signed on 28th February 1975 and with Protocol 3 annexed thereto in accordance with Article 25, the Community had undertaken for an indefinite period, notwithstanding the other provisions of this Convention, to purchase and import, at a guaranteed prices, specific quantities of cane sugar, raw or white, which originates in the ACP States producing and exporting cane sugar and which those States have undertaken to deliver to it. See the elaborative sections 1; 2; 3; 4; 5; 6; and 7 of Article 213.

· (c ) Mining Products : Special Financing Facility (SYSMIN) – A special financing facility was set up for those ACP States whose mining sectors occupy an important place in their economies and are facing difficulties that were already percieved or foreseeable in the future. The aims were to contribute towards establishing more solid and wider basis for development of the ACP States while supporting their efforts :

· To safeguard their mining production and export sectors by remedial or preventive action designed to alleviate the serious consequences for the economies of the loss of viability as a result as a decline in their production or export capacity and / or export earnings in the mining products sector following major technological, or economic changes or temporary or unforeseeable disruptions beyond the control of the State concerned and of the enterprise managing the sector concerned. Particular attention was paid to adjusting the competitive situation of enterprises to changes in market condition; or,

· For States heavily dependent on exports of one mining product, to diversify and broaden the bases of their economic growth notably by helping them complete profitable development projects and programmes uderway where these were jeopardized owing to substantial falls in export earnings from the product. 

· It was by pursuing these objectives , that support would be adapted to the economic restructuring needs of the ACP State concerned.

· It would take into account at the time of its formulation and implementation the mutual interests of the Contracting Parties.

The special financing facility provided for in Article 214 was aimed at ACP States which exported to the Community and which, during at least two of the four years preceding that of the request for aid had derived either: 15 % or more of their export earnings from one of the following products: copper (including cobalt), phosphates, manganese, bauxite and alumina, tin, iron ore, whether or not in agglomerate form, uranium; or 20 % or more of their export earnings from all mining products (excluding precious minerals other than gold, oil, and gas). However for least developed countries, land-locked or Island ACP States, the previous and latter per centage figures stipulated would be 10 % and 12 % respectively.

The recourse to the special financing facility would be possible where, in the light of the aims referred above :

It was percieved or expected that the viability of one or more enterprises in the mining sector had been or was about to be seriously affected following temporary, or unforeseeable difficulties – whether technical, economic or political – beyond the control of the State, or undertaking concerned, and where such damage to viability led to, or might lead to significant fall in revenue for the ACP State concerned – assessed in particular on the basis of a drop in production, or export capacities of the product in question of around 10 % – and /or a deterioration in its external trade balance. See Article 215 section 2b; Article 216; 217; 218 and 219.

1) Hewitt, A. (1989): ACP and Developing World, in Lodge, J. (ed.) The European Community and the Challenging of the Future, London : Pinter.

2) Hine, R. (1985): The Political Economy of European Trade, Brighton: Harvester – Wheatsheaf.

3) Lister, M. (1988): The European Community and the Developing World: The Role of the Lome conventions. Aldershot : Gower.

2.1.2.5
THE  YAOUNDE /LOME’  CONVENTIONS’  STOCKHOLDER  OBJECTIVES

The completion of the Conventions of the internal stockholder market and the consequent broadening of the ACP Market to include the whole European Community in commercial strategies’ objectives brings benefits, burdens, opportunities and strong competition for all those in the African-Caribbean-Pacific Business World. The main questions of regional and city-marketing of stockholder objectives here is of paramount importance. Regional stockholder marketing is an important instrument both for the internal marketing of the regional development objectives which should be formulated in consultation with the ACP States’ population concerned as for the external marketing both nationally and internationally. It is essential also for creating possibilities in order to attract foreign investments.

The stockholder idea of technopolitan development is interesting in this particular context, where a systematic cooperation is organised between the development finance cooperation and the enterprise project community of a city, or a region at the one side with the regional business world at the other side and assisted in this cooperative effort by the Public Authorities. Those fields in the main regional strengths and opportunities as identified can be subject of technopolitan stockholder development. In this respect it is better to work in concentration with the larger regional context as e.g. Nairobi and Kisumu in order to obtain as much as possible synergy of regional stockholder development efforts.

(a) The commercial stockholder objectives.

The ACP States should first assess or reassess their position in their national stockholder market and then, if appropriate, in any other markets in which they operate. The concerned developing countries should then set their optimum targets by looking at their stockholder market share, and that of their competitors. The LDCs must talk to their customers to establish their continuing needs and possible stockholder objective fashion. The ACP States’ regional adaptive and innovative systems must look to their own national firms to assess whether and if so what, changes are needed.

As the impact of economic and monetary union (EMU) has represented a zone of cosiderable monetary stability in a world of floating exchange rates since the creation of the European Monetary System (EMS) with fixed relationships between participating currencies. The Community Currency, the ECU, has acquired a role in international payments, borrowing and lending operations on International Markets. As such the ACP countries should try and think ahead to assess the likelihood of foreign competitors entering into their national stockholder markets, and watch the situation closely to see how it develops. Forewarned is, to some extent, forearmed.

(b) The ACP perspectives at the EU Legislation.

The financial perspectives of the respective ACP States are considered in the current provisions, not forgetting the ECJ decisions, and wider international stock market developments; and keep under consideration any proposed changes that might affect their own particular business, or indeed the business of their competitors, suppliers and even their clients, taking into account the shift away from national parliaments of legislative initiative. The financial perspective in this context is the main categories of ACP expenditure which are divided into headings :- Each of these headings carries an annual expenditure ceilings in commitment appropriations. However, in the case of structural operations (structural funds and cohesion funds), the amount entered in the Financial Perspective also contributes an expenditure budget. The Financial Perspective also indicates maximum amount of payable appropriations expressed in million ECUs and a per centage of ACP States (based on focused GNP growth, so that may be compared with the ceiling on own resources which is also fixed as per centage of ACP States GNP by their own resources decision). Between the own resources ceiling and the ceiling of payment appropriations there is a margin for unforseen expenditure. It leave a safety margin should the growth rate be lower than forecast thus reducing resources available to the Community and also allows the various ceilings of the Financial Perspective to be revised to cover an foreseen expenditure which arises. This margin which represented 0.03 % of GNP in 1988 to 1992 financial perspective was reduced to 0.01 % of GNP in the new Financial Year. Under the Interinstitutional Agreement the three institutions undertake to respect the various ceilings set in the financial perspective. In return, the rule concerning the maximum rate of increase is no longer applicable. The two arms of budgetary authority now agree to accept the rates of increase for non -compulsory expenditure resulting from budgets established within the limits of the Financial Perspective. Within the EU legislative limits the Financial Perspective is drawn up at the current prices 1988 prices for the first financial perspective and 1992 prices for new financial perspective. It is therefore has to be updated each year by the Commission to allow for increases in Community GNP and in prices. It is then expressed at current prices for the year in question (1).

Once the ACP States have properly assessed their home base, and secured or planned to secure their position there as best they can, they are probably in a better position to look at the likelihood of success if they move into European stockhold markets. For example the LDCs should look at the possibility of making stockhold database searches for buyers and opportunities, or seeking the assistance of a stockholder market and information research company. The EU as a significant trading block is better to negotiate useful trading agreements with ACP States, and to enforce reciprocal treatment than the individual Member States. For example the Information Technology Agreement 1997 together with a deal liberalizing telecommunication services which was agreed between the US and the EU under the aegis of the WTO will phase out most tariffs for IT products by 2000, and will have an enormous impact on this sector.

The factors that a stockhold company of the ACP States should watch carefully as part of its commercial strategy very much depend on the stockhold sector concerned, but it should look in detail and periodically review its own overall position as well as that of other firms having an effect on its stockhold business as follows :- The possibility of legislation, or regulations in any of the stockhold areas which could affect the company in question.

· Those supplying its raw materials, and possible alternative suppliers.

· The possibility of new entrants and new factors in the stockhold market.

· Those supplying its components and possible alternative suppliers.

· The suppliers or manufacturers of finished goods.

· Its own current customers and its potential for securing new customers.

· The channels of distribution of these firms and the company its self.

1) The EU Revenue (1998): The revenue of EU from 1988 to 1992 pp. 16–47.

2.1.2.6. THE YAOUNDE / LOME’ CONVENTIONS’ VALUE  OBJECTIVES

The Yaounde / Lome’ Conventions’ value objectives of human rights (1) and development finance cooperation (2) shall be through adequate financial resources and appropriate technical assistance that govern the smooth relations between the ACP States, EU and Member States (3), to :- support and promote the efforts of ACP States to achieve long-term, self determined, self reliant and self sustained integrated social, cultural and economic development value, on the basis of mutual interest and in the spirit of interdepedence.

· Help raise the standard of living and improve the well being of the people of ACP States.

· Promote measures likely to mobilize the capacity for initiative of communities and the participation of those concerned in the design and implementation of of development projects.

· Contribute to the fullest participation of the population in the benefits of development.

· Contribute to the development of the capacity of the ACP States to innovate, adapt and transform useful technology to the value level of mankind.

· Contribute to the optimal and judicious exploration of human rights’value, conservation, processing, transformation and exploitation of the of the ACP States’ natural resources in order to enhance the efforts of the ACP States to industrialize and to achieve economic diversification.

· Provide support for and promote the optimal development of human resources in the ACP States.

· Permit the establishment of more balanced econmic and social relations and better understanding between the ACP States, Member States of the Community and the rest of the World, with a view to achieving a new international economic order.

· To encourage intra ACP cooperation and regional cooperation among ACP States.

· Facilitate an increasein the financial flows to the ACP States which are responsive to the evolving needs of the ACP States and support the efforts of the ACP States to harmonize international cooperation for their development through co-financing of operations with other financing agencies, or third parties.

· Promote and mobilize resources in support of sustainable, effective and growth orienteted adjustment programmes.

· Contribute to the attenuation of the debt burden, which is a major constraint on the development projects of ACP States, by ensuring greater non-debt creating transfers, and by developing and implementing in a co-ordinated and integrated way the different instruments of objective value of the Conventions.

· Seek new approaches to direct private investment promotion in the ACP States ; support the development of a healthy, prosperous and dynamic ACP private sector and encourage domestic and foreign private investment flows into the productive sectors in the ACP States.

· Help the least developed, landlocked and island ACP States to overcome the specific obstacles which hamper their development efforts.

The Commission Regulation (EC) No. 982/96 of 31st May 1996 amended Reg. (EC) No. 294 /95 opening and providing for the adminstration of Community tariff quotas for certain agricultural products of objective value originating in the African, Caribbean and Pacific (ACP) States (4).

The Lome’ Convention already devotes important resources to manpower training value. Even greater attention must be paid to appropriate academic and particularly technical education. In this respect it would be difficult to overemphasize the role of the non-governmental organizations (NGOs). In all aspects of ACP States development policies the NGOs fulfil an invaluable function, but most particularly in education and in health.

The objective value strategy of the situation in the Great Lakes region of Africa, and also in Nigria, Liberia, Somalia and Sudan is extremely very delicate in human rights value. The tensions giving rise to crises are so often due to lack of tolerance for ethnic and religious differences, and failure to human rights. The mid-term revision of Lome’ IV as it came into force further strengthened the joint commitment to the respect of human rights.

The Yaounde / Lome’ objective value of human rights is at the heart of the EU preoccupations. As their aim is to improve the well-being of all the people in all of ACP 85 countries, and as that well-being implies fair treatment, it is right that such importance be accorded to human rights and human diginity. Concepts of human rights can vary from culture to culture, and there must be flexibility with regard to details. However, certain fundamentals remain essential, as laid down in the UN Charter on Human Rights and the African Charter on Human and People’s Rights. If the Joint Assembly were to accept lower human rights’ standards from certain countries than from others,that would constitute only a form of discrimination but, even worse, lack of respect. It would be therefore, argued that there is one rule for ACP countries and one rule for Europe. Such a patronising attitude is not acceptable. I care about how our citizens are treated, no matter in which signatory State of the Convention they may happen to live. We condemn the human rights abuses wherever they are brought to our attention, be it in an ACP country or Europe. This is a manifestation of our respect for the diginity of all men and women wherever they live. It is because of our belief in the fundamental equality and humanity of all our people that we emphasize human rights’ objective value, and devote so much of our time to human issues.

The education and research policies form the cornerstones of ACP States and European Integration objective strategy value. They constitute an important part of European cooperation and, more than virtually any other field, make a positive contribution towards closer integration in Europe and in the LDCs that is visible to its citizens. Education and research are more decisive than ever before in determining a favourable Yaounde / Lome’ objective strategy plan value for the people and countries of Europe. They are decisive driving forces for innovation and structural change. They are the prequisites for ACP States’ competitiveness with regard to their international competitors and the lasting improvement of employment in these LDCs.

According to the Germany Presidency at the EU in 1999 the Minister Bulmahn said that the Fifth Framework Programme was specifically designed to meet present-day challenges as follows: -It puts an end to the undervaluing of life sciences as it had been able to increase the proportion given over to life sciences by 50 %.

- Having seen the increase in funding to 15 billion EURO (compared with ECU 13.2 billion in the Fourth Framework Programme), the Germany Presidency wants to ensure that expectations are met in the initial stage and has pledged itself to follow developments very closely in the advisory groups and those relating to the first calls for proposals, in order to be able to respond to them in Council should the need arise.

- The Commission is discussing tightening up management further and also ensuring that responsibility is shared between science and business for managing implementation of the objective strategy plan value by grouping projects together into larger clusters and further integrating the organization of science and business (5).

1) Lord Plumb (1998): The Lome’ Convention, Human Rights and Europe pp. 8-11. In European Development Policy Text-book by Marjoire Lister.

2) Lome’ IV Convention as revised by the agreement signed in Mauritius on 4th November 1995.

3) Crawford G. (1995): Promoting Democracy, Human Rights and Good Governance Development Aid : A comparative Study of the Policies of Four Northern Donors, University of Leeds, Centre for Democratization Studies.

4)  OJ (1996): No.89.10.4.1996 pp. 1.

5) CORDIS (1999): The EU Community Research and Development Information Service 25th January 1999.

3.0. THE IMPLEMENTATION OF YAOUNDE AGREEMENT

When the attributes of Yaounde Agreement and the implemented European solutions are compared with that expected from the real global solutions, it is difficult to identify a difference except in the scope of mutual amicable agreement. From this point of optimal socio-economic and political view it is possible to to mantain that during unification Africa is undergoing a process of reasonable regional globalization.

In view of this contribution, the main aspect of global solutions is domination of large and complex administrative, financial and industrial systems, bent on efficiency, standardization of rules and limited by few moral sentiments. The enforcement of the implementation is as follows :

- Excellence-squeezing existing possibilities to their precise regional limits.

- Co-ordination-executing control and distributing responsibility.

- Uniformity-implementing the most efficient solutions and restricting deviations.

- Expansion-providing simple and straight forward motivation.

The changes brought about by the Yaounde and the EU – Social Protocol and the attached Social Agreement, like the earlier changes to the social provisions of the Single European Act, were largely changes in procedure rather than of content. According to the normal prudence of the innovation of provisions of Africa as a region of systems lies in the provision of new legal bases for the adoption of secondary legislation (30).​ The Yaounde Agreement – EU-Social Agreement is undoubtedly the key role assigned to the partners in the negotiation, agreement and implementation of EU social policy (see figure 2). In Article 3 of the Social Agreement the Commission is charged with the task of promoting the consultation of the social partners and with facilitating the the progress of the social dialogue between the management and the labour.
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Figure 2. The operational chart showing the implementation of the Yaounde Agreement Policy.

The first Yaounde Convention was from 1964–1970 and the second Yaounde Convention was from 1970–1975 under the financial auspices of the European Development Fund (EDF).

The Articles 3 and 4 of the EU Social Agreement Reproduce, in almost identical terms, the Agreement concluded on 31st October 1991 between UNICE (Union of Industrial and Employers’ Confedarations of Europe), ETUC (European Trade Union Confederation) and CEEP (European Centre of Public Enterprises) within the ad-hoc group set up by the Commission for the purpose of defining the role and the place of the social dialogue in the new community framework (COM (93) 600 Final, 14 December 1993 :1) (31, 32). The refining of the above ARTICLES ensured that the CEU retained a gatekeeper role with the respect of the functioning of the social dialogue on agreements, and should the social partners decide to request the implementation of an agreement by a council decision, the Commission proposal should follow exactly the agreement as issued by the the Social partners. The Final Text of the Social Agreement, gave the CEU considerable room for manouvre (EIRR (European Industrial Relations Review) 241, February 1994 : 30).

In the implementation of the Yaounde Agreement, the European Commission shall have the task of promoting the consultation of management and labour at community level and shall take any relevant measure to facilitate their dialogue by ensuring balanced support for the partners. To this end, before submitting proposals in the social policy field, the EC shall consult the Yaounde Agreement management and labour on possible directions of the Community action. If, after such consultation, the Commission considers Community action advisable, it shall consult management and labour on the content of the envisaged proposal. Management and labour shall to the Commission an opinion or, where appropriate, a recommendation. On the occasion of such consultation, management and labour may inform the Commission of their wish to to intiate the the process provided for in Article 4. The duration of the procedure shall not exceed nine months,unless the management and labour concerned and the Commission decide jointly to extend. Should management and labour so desire, the dialogue between the two parties at the community level may lead to contractual relations,including agreements.

Agreements concluded at Community level shall be implemented either in accordance with the procedures and practices specific to management and labour and the Yaounde Agreement – EC Member States or, in matters covered in by Article 2, at the joint request of the signatory parties, by the Council decision on proposal from the Commission.

The Council shall act by qualified majority, except where the agreement in question contains one or more provisions relating to one of the areas referred to in Article 2 (3), in which case it shall act unanimously. As per the EC COUNCIL DECISION OF 13 JULY 1987 LAYING DOWN THE PROCEDURES FOR THE EXERCISE OF IMPLEMETING POWERS CONFERRED ON THE COMMISSION (87/373/EEC)[OJ 1987, No. L197/33]. The following procedure was adopted in the Yaounde Agreement where the Council conferred on the Commission the power to decide on the safeguard agreement measures as follows:

- The Commission had to notify the Council and the Member States of any decision regarding safeguard agreement measures.

-  The Commission had to consult the Member States in accordance with the procedures to be determined in each agreement cases.

According to Variant (a)- the Council acting by qualified majority, might take a different decision within a time limit to be determined in the act in question. The other Variant (b) – the Council acting by a qualified majority, might confirm, amend or revoke the decision adopted by the Commission. If the Council had not taken a decision within a time limit to be determined in the act, the decision of the Commission is deemed to have been revoked.

The Article 4 – decision should not affect the procedures for the exercise of the powers conferred on the Commission in acts which predated its entry into Yaounde Agreement force. Where such acts were amended or extended the Council might have adapted the procedures laid down by these acts to conform with those set out in Articles 2 and 3 or retained the existing procedures on agreement.

In the EC Legislation –RULES OF PROCEDURE OF THE COMMISSION OF 17th FEBRUARY 1993 (COMMISSION DECISION 93/492)[ OJ No. 1993 L23O/15] of section III preparation and implementation of ommission Decisions worked in conjuction with the Yaounde Agreement as follows in the respective EC-Legislation Articles 12, 13, 14, 15, and 16 as follows :- The Commission had to assign to both negotiating implementors areas in which they would have special responsibility for preparing the Commission Team’s business and for implemeting its crucial decisions.

· The Commission had to set up working groups of its members, it had to appoint the chairman of any such group.

· The  Yaounde Agreement – Commission had to each appoint personal staff to assist them in their work and ring reached decisions.

· The EC Secretary General had to assist the President in ensuring that decision-making procedures were properly implemented and that effect was given to the decision referred to in Article 2 and that the rules for submission of documents to the Commission were complied with.

· The instruments which were adopted at the Yaounde Agreement, had to be attached, in authentic language or languages, in such a way that they could not be separated to the minutes of the meeting at which they were adopted. They had to be authenticated by the signatures of the respective working-group chairmen, the EC President and Secretary General on the first page of the minutes.  

· For the purposes of these Rules, ’instruments’ means any instrument as referred to in Article 14 of the ECSC Treaty, Article 189 of the EC Treaty or Article 161 of the Euratom Treaty, while authentic language or languages’ means all that official languages of the Communities IN THE CASE OF INSTRUMENTS OF GENERAL APPLICATION AND, IN OTHER CASES, THE LANGUAGES OF THOSE TO WHOM THEY ARE ADDRESSED ( 33).

The Lome’ IV Convention – Financial Protocol 1995–2000 raised the question of procedures for implementing cooperation in development financing, which constituted one of the most difficult points under that discussion.

At the end of the negotiations, the ministerial conference drew up a joint declaration (ANNEX LXXXII) inviting the ACP-EC Council of Ministers in particular to deepen its examination of procedures relating to the award of contracts and to the role of executing agents, and to adapt them, if necessary, during the term of the financial protocol. The Council of Ministers’ work in that respect would be carried out through the development finance cooperation committee instituted by Article 325 of the Convention.

The EDF Participation provisions in financial markets in ACP countries (Articles 274, 294 and 296) were also amended, by way of reciprocal arrangement, to open them up to the overseas countries and territories.

3.1. WHAT ARE WE LOOKING AT FROM THE IMPLEMENTATION OF YAOUNDE AGREEMENT?

The Paris Summit of  9-10th December 1974 had stated that the Heads of Nine considered that the time had come to agree as soon as possible on an overall conception of European Union. The views of the institutions were sought, and Leo Tindemans, Belgian Prime Minister, was to produce a comprehensive report before the end of 1975. It was not only the report: the Nethterlands Second Chamber produced the first Spienrenberg Report at about the same time. Earlier in 1975 came the Marjolin Report: the report of the study group on economic and monetary union 1980, whose contents so much belied its grandiloquent but unrealistic title. The there was to be the Optica Report – Towards Economic Equilbrium and Monetary Unification in Europe in January 1976; the Maldague Report (which appeared to have been suppressed on suspicion of heresy, though printed in Agenor in December 1976); and finally the MacDougall Report on the role of public finance in European integration (1).

What became clear in these and associated reports was that two sets of problems and issues were being confronted. One set could be labelled the policy issues facing, and functional scope of, the EC. The second concerned the institutions: how they had developed and were developing; whether changes in their powers and modus operandi were required, and if so, which. Some saw the two as inextricably linked, in the sense that the one could not be resolved without dealing with the other; but the others denied this.

It was no surprise that these conundra should surface during the mid 1970s. But the Community’s energy and attention were further taken up with the whole issue of British renegotiation – presented as whether the UK Labour government could achieve terms adequate to recommend continued membership to the electorate in a referendum. The papering-over of very large differences had been apparent in wording of the section of the December 1974 ’Paris communique’ entitled ’Britain’s Membership of the Community (2).

With hindsight, the Marjolin Report’s concentration (under the rubric ’the first steps’) upon problems of industrial structure, unemployment rates and segragation of capital markets following the energy crisis, seems entirely appropriate. In other respects too, the Report was ahead of of its time. It concentrated on ’four freedoms’.

In its discussion of the functions that might be fulfilled by an enlarged (but envisageable) Community budget, set the scene for the MacDougall Report of 1977. Its final fling was an augury of things to come, although the precise proposal bore no fruit: ’A Community unemployment benefit fund’, where ’a Community allowance was clearly visible as such’ would form part of payment to each unemployed person.

The aim of economic and monetary union by 1980 was clearly recognised as a pseudo-commitment. Instead, the pressing and immediate problems which threatened to pull the Community apart were, it was hoped, to be mitigated by a degree of a Community action. Most, even of this modest hope, was to prove misplaced. Early 1975 produced the conciliation procedure to try to deal with wrangles between the institutions over financial matters, but little else on 4th March 1975. OTHER ACHIEVEMENTS WERE THE CONCLUSIONS OF THE FIRST LOME’ CONVENTION with intially, forty-six ACP States on 28th February, and the declaration, at the March Dublin Summit, that the British renegotiations were completed. This last process was legitimised by the June 1975 first-ever UK referendum on continued membership, in which 67.2 % of the turnout voted in favour of continued membership. The second Budget Treaty followed on 10th July.

In the Implementation of Yaounde Conventions we can first try to analyse the Marjolin Report, then see how it was mainly technical with its concrete proposals modest and albeit unfulfilled. The Optica Report (signifying Optimal Currency Area, OCA) IS ALSO REVEALING IN REGARD TO THE INTELLECTUAL FASHIONS AND FLUXES OF TIME. The debate about OCAc was very fashionable in the mid to late 1970s: agreement about what size of area might constitute an OCA was non-existent.

Four decades into its implementation, and despite benefiting from the experience of the two earlier Yaounde Conventions, the ACP States wanted the five-year agreement and a completely new one drawn up. The European Community on the other hand, preferred to adjust and update it. The two sides met half way and established the tradition of tough and thorough negotiations and of compromise. The principles of equal partnership and respect for the sovereignity of the ACP States were also recognised.

The analysis started from the assumption that the policy and institutional consequences of Africa as a Region of Systems and the Yaounde Agreement, for heuristic purposes, could be translated into a number of ’functional imperatives’ regarding the capacities of the EU–States to manage their ’European affairs’ both in Brussels and in Africa. Preparation for the implementation of the internal market and activities in new areas of policy competence had provided new opportunities for pursuing agreement objectives as well as contributing to a deepening of the integration process. The successful promotion of implementation interests within the context of European cooperation, in turn, prepurposed the development of appropriate structures and processes for mobilizing Yaounde Agreement domestic support as well as for coordinating activities through which those EC inputs were developed (3). It could, therefore, be assumed that the EU would entail significant impacts not only on the substantive policies but upon their polity and domestic politics as well, that is the way in which the Yaounde Agreement political game was played, the players who were involved and the way in which the political decision-making policy within the Network of Agreement was linked with the EU.

The dimensional overview of institutional implementation should, of course, make clear what the implementors understand by this concept. To describe and diagonise such a process of Yaounde Agreement change we would use the concept of implementation or adaptation borrowed from Erns Haas (1990). As the latter author, defined implementation as the ability of a political implementor to change its behaviour so as to meet challenges in the form of new demands by altering the mechanistic means of action. The voluntaristic approaches in this field of Yaounde Agreement were expressed in the value of judgement that the individual and collective will of African societies could shape the future of that continent irrespective of the trends prevailing in the global environment. As Haas points out in his concept, insofar as the ultimate ends are not questioned, the change in behaviour takes the form of a search for more adequate means to meet the new Yaounde Agreement demands. Although institutional implementation could be viewed, in the first instance, as a process of conscious choice, it was not necessarily a process of rational analysis of challenge posed to existing arrangements in order to find the adjustment that would seem to be the most effective response to the particular challenge of managing Afrcan–EU agreement effectively (4).

The power of this implementation autonomy is directly related to the capacity to produce, or to breed a permanent flow of economic, technological, social, political, and cultural outputs to the Yaounde Agreement.

The scale and scope of implementation agreement capacity of Yaounde will be magnificient, or miserable depending on the statistical prognosis of the answers supplied to four dilemmas related to the future of Africa.

- Equality versus efficiency

- Individual freedom versus collective order

- Spiritual versus material values

- Short- versus long-term thinking.

From the perspective adjustments chosen and the degrees to which they have facilitated effective, and participative implementation within the EC–Africa (Yaounde Agreement) will vary from country to country during the harmonised agreement period.

When adapting to the changing trends, over the past decades, the Lome’ Convention has built on and consolidated what had been achieved in previous years. It had, of course, been influenced by trends in political and economic thinking, the balance of power and the situation in the international scene.As a consequence, the World economic recession, deteriorating terms of trade for the developing countries, the Uruguay Round Negotiations, the collapse of the Iron Curtain and the completion of the European internal market had all contributed to making the Lome’ Convention the unique and all embracing multilateral instrument of cooperation.

Lome’ II (1980-1985), which was signed by 58 ACP countries and nine member states of the European Community, experienced the range of products being covered under the system of export stabilization (stabex), tremendously expanded and support given to the mining sector (Sysmin). The human rights and investment guarantee on which the ACPS were reticent, began to emerge as major issues in ACP–EC relations. By December 1984, when Lome’ III (1986-1991) was concluded, those subjects had found their way into the agreement. The number of ACP States had increased to 65 and the European Community by then had ten members (5). In 1984 the third Lome’ Convention, signed by even larger group (66 ACP countries and ten EC Members States), emphasized the protection of the environment, human rights, and the expansion of fishing and shipping.

Lome’ IV was signed in 1989 and ends in 2000, and emphasizes the promotion of democracy. The value of overall package for Lome’ IV for 1990-95 was ECU 12bn. The emphasis was changed radically from the classical project-orientated ’aid’ approach, to specific programme assistance approach. For example in Africa there was concentration on rural development and social security masures (6). The Lome’ IV was indifferent to its predeseccors in being given a ten year duration (1991-2000), although the financial protocol was for five years (see the chronological table 3 of EU – Yaounde / Lome’ Partnership).

As it is contractual, the Lome’ Convention had provided ACP States, during the past twenty five years with a partnership characterized by security and reliability. No sooner, it was recognised that, the signing ceremony of Lome’ IV in 1989 concurrently happened with the re-emergence of Eastern Europe into the free world, than it led to the competition for the international aid.

Given that there would be a new agreement to succeed Lome’ IV, the addressed question – had been the nature of that agreement. The Commission identified three core areas around which the future of the Community’s co-operation policy with the ACP could be restructured; the social and economic dimension; the institutional dimension and the public sector; and, trade and investment. In each given case, the Community, in line with its own development co-operation policy, would support the efforts of the ACP to achieve those conditions, economic and social, which would lead to sustainable development of the mother Yaounde Agreement Laying Stones.

The relief and expectancy of new agreement to succeed Lome’ IV constitutes the challenge for the new relationship to be established in the area of trade and investment. There are four main trade arrangements for the new convention. The first option is the continuation of the present trade arrangement. The variants for improvements in market access together with a relaxation of rules or agreements in a number of trade related areas (standards, competing policy, intellectual property). A further statistical prognosis of the variants would restrict the first option to the least developed, requiring the more advanced ACP States to choose one of other options. The second option being the integration of the existing trade arrangements into the Generalised System of Preferences (GSP), thereby reducing the convention to an aid package. The GSP would be modified in such a way that the least developed ACP would continue to benefit from the current arrangement. The third option necessitates all ACP countries to extend reciprocal trade treatment to the Community, thereby promoting the integration of the ACP into the international economic system. The variant on this option constitutes the fourth option which is differenciated reciprocity, allowing for variable reciprocity between the Community and various regional groupings within the ACP. The variants, or enhancements on both the third and fourth options, would allow for the amicable conclusions of agreements in various trade related areas and an agreement on services. As a matter of relief and expectancy the Commission present and optimalize two further options which involve a mixture of the four options. The fifth option is differentiation under a single framework allowing the ACP to choose which of the four options they want depending on, amongst other parameters, their level of development and their capacity to grant reciprocal concessions. There would, therefore, be four tiers to this trade arrangement; region to region free trade areas, bilateral free trade areas, non-reciprocal preferences and graduation into the GSP. The sixth and final option continues to allow for differentiation but without the overall framework, although the aid package would remain.

According to the Lome’ IV Convention – Financial Protocol 1995–2000, the structural adjustment was on the agreement agenda which was rapidly achieved on the basic proposals formulated by the ACP countries and particularly those aimed at using structural adjustment resources to encourage regional integration efforts and to support reforms leading to intra-regional economic liberalization and in making procedures more flexible. Tougher negotiations took place on the possibility of using direct budgetary aid in the case of countries with a freely transferable convertible currency, but agreement on that point was was finally achieved (Article 224d ).

TABLE 3. THE CHRONOLOGICAL TABLE OF EU -YAOUNDE / LOME’ CONVENTION PARTNERSHIP

Year                                                Event                                                     Number of countries

                                                                                                                      ACP                Europe

1957        European Economic Community ( EEC),

                Provision made  under Articles 131 –136

                Of the Treaty for association of non-European

                Countries and territories which Member States

                Have special relations.

1963 Yaounde  I Convention                                                                 18                              6

AASM ( Associated African States and Madagascar

                EEC

1969        Yaounde II Convention                                                                  18                              6

                AASM – EEC

1975        LOME’  I   Convention                                                                   46                              9

                ACP  ( African , Caribbean , and Pacific )-

                EEC

1980        Lome’ II     Convention                                                                  58                               9

                ACP - EEC

1985        Lome’ III    Convention                                                                   65                            10

                ACP -  EEC                                                                                      

1990       Lome’  IV    Convention                                                                  68                             12

                ACP – EEC                                                                    

1995 Lome’  IV  Midterm  Review                                                           70                           15

Reviserd  Text  signed in Mauratius ACP – EC.                                                                                       

1) EU-Integration (1977): II / 1o /99 E. Final, Brussels, April 1977.

2) Paras (1982): Paras 34-7 and Ferri 1982 :281.

Richardson J. (1996): Series in editor preface in Y. Meny P. Muller & J. L. Quermonne: Adjusting to Europe. The Impact of European Union on National Institutions and Policies. London, Routledge.

3) Haas E. 1990: When Knowledge is Power: Berkely University of Carlifornia Press.

4) The Courier ACP (1996): Lome’ IV Convention as revised by Agreement signed in Maurtius on 4th November 1995- No. 155 Jan.-Feb. 1996.

5) EC-EU (1998): The EC-EU Fact Book – A complete Question and answer Guide by Alex Roney published by Kogan Page .

6) Joseph A. McMahon (1997): The Lome’ V Expectations Article. Reader in Law at the Queen’s University of Belfast in 1997.

3.2. WHAT ARE THE IMPLEMENTATION CHANGES  IN THE  YAOUNDE–LOME’ AGREEMENT?

The impacts of Europeanization and Africanization Union concept are very much of interest here, as the most obvious classification of types of implementation impacts is that which looks at the three ’Ps’; policy, politics and polity. For sure agreement with EU had had direct and intended consequences for the substantive policy that Yaounde Agreement could follow and pursue in implementing changes. After negotiating with EU the going concerns was to harmonize existing, environmental, dual agreement in line with EU-policy. There after, efforts were made to get innovative, cultural and implementative preferences. 

The question here – how did politics affect the Yaounde Agreement ? There was strong emphasis on keeping politics out of programmes and grant aid, while still ensuring that informed assistance and advice were readily available. Structural development to enable countries to achieve self-sufficiency was strongly encouraged. Technical and financial assistance was given and preferencial trade provisions applied. With very few exemptions marginal agricultural products, all products (including textiles were allowed duty-free and quota – free access to EC countries without reciprocity. The fisheries and sugar protocols were important and indicated an attempt to link rural incomes in Europe to those in the above agreement countries. The cooperation on regional development, cultural exchange and training, and a Community human rights policy sought to minimize flagrant violations of basic human rights in these African countries.

· How did debts of developing countries affect Yaounde Agreement countries ? Debts caused insuperable problems for these countries in question. The EU had launched various initiatives, such as guidelines on debt relief and was by then looking at the possibility of giving some balance of payments support to enable a new start for some countries. The private sector was encouraged to help by facilitating foreign and European investment, but in some of our African countries the econom ic future still appears bleak.

The relationship between the European Union and the developing countries (LDCs) had been called one of the most dynamic fields in the whole range of European politics. That dynamic came from the vast array of initiatives, contracts, and policies created by the EU since 1957. These range from the short-lived Arusha Convention in the 1960s, to the grandly named Global Mediterranean Policy of the 1970s and the long-time flagship of European development policy, the Lome’ Convention. The latter, with 71 developing country members in Africa, Caribbean and Pacific, was often described by the EU as a model of development cooperation. However, the glory of in the EU’s development policy had been taken over since 1995 by the Barcelona Process, the fledgeling programme to establish a Euro–Mediterranean partnership and free-trade area between the EU and the countries of the southern Mediterranean basin. The Lome’ Convention by contrast, is now languishing under a cloud of uncertainity (39).

Given the extreme sensitivity of the ACP side to the debt issue and although the EU was unable to meet all their requests for unilateral cancellation, the Community drafted a declaration (ANNEX LXXXIV) in which:

-It reaffirmed its desire to make a concrete and constructive contribution to alleviating the debt of the ACP countries.

-It confirmed its determination to continue discussions on those matters within the appropriate authorities (especially, international bodies), taking into account the particular problems of the ACP countries.

-It made a specific undertaking to convert all special loans not yet taken up under the terms of previous conventions into subsidies. Those loans amounted to approximately ECU 135 million.

Accoding to Articles 364 and 364a simplified procedures were set out in a designed form to allow South Africa and Somalia to accede, under certain conditions to the revised Lome’ IV Convention – Financial Protocol 1995 to 200. Noting that the ratification by all EU Members States and by at least two-thirds of the ACP countries (Articles 360 and 366).

3.2.1. THE  JOINT ACTIONS ON THE IMPLEMENTATION CHANGES OF YAOUNDE/LOME’ CONVENTIONS 

According to the ACP-EC Conventions of Lome’ of 25th March 1996 the Council adopted an ACTION on the basis of Article J.3. of the Treaty on European Union, in relation the nomination of a special Envoy for the African Great Lakes Region (96/250/CFSP ).

The Council of the EU having regard to the Treaty on EU and, in particulars, Articles J.3 and J.11 there of, to the conclusions of the EU Council of 15th and 16th December 1995 in Madrid and to the conclusions of the Council of 29th January, 26th and 27th February 1991 adopted the joint ACTION as follows:

- (a) The Union should pursue the following objectives, with respect to the African Great Lakes Region and the Countries of the region.

To assist and support the efforts of the UN and the Organization of African Unity (OAU) as well as those of regional leaders and other parties, aimed at finding a lasting and COMPREHENSIVE peaceful solution to the political, economic and humanitarian problems facing the region.

- (b) To this end the special envoy of the Union would suppor the efforts aimed at creating conditions for solving crisis including the preparation for holding of conference on Peace, Security and Stability of the Great Lakes Region, which is an important step in the process of finding a lasting and peaceful solution:

The special envoy would work in support of the efforts of the UN and of the OAU, which were striving to bring an end to the conflicts in the region, and of those African personalties who are assisting the two organizations. -To establish and maintain close contact with the Governments of the Countries of the region, with other interested Governments and International Organizations in order to identify measures which need to be taken towards solving the problems of the region. -To coordinate closely with the UN and of the OAU in the region, which were responsible to the convening of the conference. -To cooperate with regional leaders and other parties working towards the same objectives and where appropriate,establish contact with other parties who might had a role to play in achieving progress.

- (c) The special envoy would be appointed for a period of six months, subject to review after three months of mandate, including the adminstrative and financial aspects:

-Should report every two months, or whenever necessary, to the Council, or its designated instances.

-Might be called to report orally on developments, whenever the need arose and would make recommendations to the Council on measures which the Union might have undertaken to fulfil its obligations.

-  (d) In order to cover the costs related to the Mission of the Special Envoy, a sum of ECU 950000 was charged to the general budget of the European Communities for the year 1996. The expenditure financed by the amount stipulated in paragraph one was managed in accordance with EC Procedures and Rules applicable to the budget. A sum of up to the amount specified in paragraph one was allocated to finance the infrastructure and current expenditure of the Special Envoy including his salary and that of his staff. The renumeration of his personnel which a Member State or the Commission might have detached to the Special Envoy would be covered respectively by the Member State concerned and the Commission.Member States and the Commission, might propose the detachment of personnel to the Special Envoy. The Council noted that the Commission intended to provide logistical support in the region and the guranties necessary for the completion and smooth functioning of the Mission of the Special Envoy and the members of his staff was defined with the concerned parties. The Member States granted all the necessary support to the effect.

- (e) That joint ACTION entered into force on the date of its adoption and applied until 25th November 1996.

The ACTS adopted pursuant to the Tittle V of the Treaty on European Union on JOINT ACTION of 11th November 1996 adopted by the Council on the basis of Article J.3. of the Treaty on European Union in support of DEMOCRATIC TRANSITION in Zaire (96/656/CFSP). Having regard to the Treaty on EU, and in particular Article J.3 and J.11 THEREOF, TO THE CONCLUSIONS OF THE European Council held in Florence on 21st and 22nd June 1996 and, in particular its support for the current process of transistion to democracy in Zaire. Wheras, at its meeting on 28th October 1996, the Council adopted conclusions in support of the democratic transistion process in Zaire. The Council adopted the JOINT ACTION AS FOLLOWS:

(a) As part of an International effort coordinated by the UN, EU contributed to the democratic transistion process in Zaire. The Union therefore assisted in the preparations for election. That assistance involved the establishing of European electoral Unit and a contribution to the Special Fund of the United Nations. The Unoin considered and assessed appropriate further measures in support of the Democratic Transistion Process in Zaire, including measures of technical assistance and possible deployment of observers.

(b) The Council reserved the Right to amend and, or terminate at any time any ACTION by the Union embarked on under that JOINT ACTION. The conditions were that, if deemed that Zaire Parties and Institutions were not respecting the obligations and principles resulting from the basic transition agreement, in particular the Protocol of Agreement and the Constitutional Act of Transistion, or were not giving proof of their ful commitment to democratization in Zaire. To that end the Council monitored the conduct of the electoral process at every stage.

(c) The European electoral Unit was set up in Zaire which was independent of, but worked in close conjuction with, the United Nations electoral Unit.

(d) An amount of ECU 4 million was charged to the general budget of European Communities for 1996. That amount was intended to cover the following items:-The payment expenses of the European electoral unit referred to in the latter section.

(e) The payment of a contribution of ECU 2 million by EU to the Special Fund of the UN. The expenditure financed from the amount referred to in the first subparagraph was managed in compliance with Community procedures and rules applicable to the budget.

(f) The Council noted that the Commission intended to propose measure to help achieve the objectives of the JOINT ACTION, inter alia under the European Development Fund (EDF). That joint action was adopted without prejudice to any decisions which the Unoin might have taken at a later date under support of democratic transition process in Zaire. The joint action came into force on the date of its adoption and applied until 31st December 1997.

The ACTS adopted by the Council pursuant to the Title V of the Treaty on European Union on JOINT ACTION of 22nd November 1996 was on the basis of Articles J.3 of the Treaty on European on the Greater Lakes Region (96/669/CFSP). The Council adopted the following JOINT ACTIONS:

(a) The EU supported the urgent implementation of the relevant UN Security Council Resolutions, with a view to enabling the delivery of humanitarian aid to Eastern Zaire and facilitating the return by free consent of refugees to their country of origin and return of displaced persons. The Community and its Member States contributed to implement those Resolutions in ways which they demt appropriate, and which they coordinated in the manner set out in that joint action The EU reaffirmed the priority which had to be given to the return of the refugees to their country of origin and the need to overcome obstacles to that end. It categorically confirmed its willingness to assist Rwanda to create the essential conditions for the return of the Rwandan refugees.

(b) In the context of support for the UN coordination, the Council noted that the Commission would ensure coordination of the efforts of the Community and its Member States with a view to providing and delivering humanitarian aid to refugees and displaced persons in Eastern Zaire as a matter of urgency.

(c) The Council took into account the voluntary contribution in humanitarian and military aid, the Member States consulted and cooperated within the Council on their voluntary contributions in support of African participation in the multinational force, in accordance with the UN Security Council Resolution.

(d) The Council noted that the Commission would examine the possibilities and make appropriate proposals concerning the financing of the Community contribution to the objectives of that joint action.

(e) The European Union intensified its efforts to restore stability in the Great Lakes Region, in particular by encouraging the setting up of democratic institutes and respect for human rights. It reaffirmed the holding of a conference in peace, security and developments in the Great Lakes Region, under the auspices of the UN and the Organization of African Unity, it had a decisive role to play in funding a lasting settlement of the crisis in the region. A conference was held by redoubling the efforts of the invited parties. That joint action came into force on the day of its adoption and was published in the Official Journal on 22nd November 1996.

The Danish Government issued a statement concerning the Council Decision on the implementation of the EU JOINT ACTION on the Great Lakes that in accordance with Section C of the Decision adopted at the European Council held in Edinburgh on 11th and 12th December 1992; - Denmark is bound by the ACTS and therefore did NOT participate in the elaboration and the implementation of decisions and actions of the Union which had DEFENCE IMPLCATIONS. As per that ACT DANISH GOVERNMENT DID NOT PARTICIPATE IN THE COUNCIL DECISION requesting the WEU to elaborate and implement the ACTION of the Union in the Great Lakes.

In accordance with the Edinburgh decision Denmark would not prevent the development of closer cooperation between Member States in that area. Accordingly, the position indicated did not prevent the adoption of the Council Decision.
3.2.2. THE PERSPECTIVES OF YAOUNDE / LOME’ CONVENTIONS’ IMPLEMENTATION

ACP-EU Cooperation emanates from the Treaty of Rome, establishing the European Economic Community (EEC). The Treaty of Rome provided a Protocol on cooperation between the Union and third countries. Of the six original members of the EEC, Belgium, France, Italy and the Netherlands had colonies. These countries needed their former colonies as sources of raw materials for their industries, and outlets for their manufactured products. Beginning in the early 1960s, EEC Member States recognized the need to grant independence to their former colonies. However, the political independence was not accompanied with economic independence. Consequently, the new independent States continued to depend on the EEC as destinations for their exports (basically raw materials, like cocoa, coffee, tea cashewnuts etc.), and as source for financial and technical assistance. In order to ensure that the political independence granted to these countries would not lead to break away from the metropolis, the Member States of the EEC decided to establish closer economic tires with these countrires and link this relationship to financial assistance. In 1964, the European Economic Community concluded the First Yaounde Convention, which was renewed in 1969.

The Yaounde Convention aimed to promote cooperation beween the the Contracting Parties so as to further the economic and social development of the Associated African States by increasing their trades and by implementing measures of financial intervention and technical cooperation. By means of these provisions the Contracting Parties intended to expand the economic structure and independence of the Associated States and promote their industrialization, encourage regional cooperation and contribute to the advancement of International Trade. The Yaounde Conventions were concluded between the Member States of the EEC and 18 African countries, former colonies of France, including Mauritius. The Yaounde Conventions continued until 1974 when the First Lome’ Convention was concluded between 46 countries from Africa, the Caribbean and the Pacific Countries. The Lome’ Conventions have continued to emphasize the objectives of the Yaounde Conventions by maintaining cooperation between the EEC and its former colonies in the areas of trade and development finance cooperation. At the beginning, each of the ACP region was invited by the EEC to negotiate individually. In 1973 however, the spokesmen of these regions came together and negotiated with the EEC as a single group and therefore began to speak with one voice. In June 1975, the 46 founding members met in Georgetown Guyana and signed the Georgetown Agreement establishing the ACP as a political entity.

The ACP Group has a Secretariat in Brussels which services the various organs which now include the Summit of ACP Heads of State and Government, the ACP Council of Ministers, the ACP Committee of Ambassadors and the Joint Assembly. The membership of the ACP Group has increased from 46 members in 1975 to 71 members, South Africa, the latest member, accede to the Lome’ Convention in April 1997.

Cuba has now applied to be the 72nd member of the ACP Group, Cuba’s application has already support of the Caribbean ACP members. However, before it can become a member of the ACP Group, Cuba must first accede to the Lome’ Convention which requires the approval of the EU.

It is noted that in addition to the arrangements under the Yaounde Conventions, the United Kingdom maintained preferences for the members of the Commonwealth. When therefore it started negotiating the terms of its accession to the European Economic Community, the United Kingdom put as one of the conditions for such accession to the EEC, A CARRY OVER OF THE OBLIGATIONS which it had towards its former colonies. Hence, the Sugar Protocol, the Beef and Veal Protocol, the Banana Protocol and the Rum Protocol.

At the time that the European Economic Community was concluding the Second Yaounde Convention in 1969, Kenya, Uganda and Tanzania, the members of the defunct East African Community, also concluded with the EEC the Arusha Agreement, which was a purely trade agreement. The revival of the former East African Community now again is in full swing from 1996 with a Kenyan Secretary General at the Arusha Headquarters Desk with his two Secretariat ades from Tanzania and Uganda. Upto the time of writng this paper on 15th February 1999. In 1972, the EEC concluded the Lagos Agreement with Nigeria. The basic difference between the Yaounde Conventions and the Arusha and Lagos Agreements, was that the former emphasized financialand technical cooperation,while the latter emphasized trade. Therefore, in 1973 when the EEC agreed to initiate negotiation to intiate negotiations with the ACP countries it was decded to combine the trade element with the finance element in one agreement – the Lome’ Convention. These two pillars of trade and development finance still dictate the basis for ACP-EU cooperation. On the tyrade side, the EEC committed itself to granting ACP countries complete free access to its markets without requiring reciprocity from them. On the financial side, the European Union committed itself to providing substantial finance resources at concessional terms, with the bulk of the resources made available as grant aid.

The EEC decided on non-reciprocal trade preferences and general financial packages in order to maintain its political and economic influence on the newly independent States of Africa, the Caribbean and the Pacific. It will be recalled that in 1973, when the negotiations began with these countries, there were a number of major developments in the International Economic and Political Scene.On the economic side, there was the first oil crisis. There was general concern at the time that since the production of most commodities was concentrated in the developing countries, generalised the price increase of major commodities, needed by consumers in the developed countries, could have a destablishing political influence. The guaranteed prices granted under the Sugar Protocol emanated from such a concern This is the main reason that the Sugar Protocol is of indefinite duration in the same way, the Stabex mechanism was set up to ensure that the ACP countries continued to supply Europe with coffee, cocoa and other raw commodities. As evident today, the Stabex mechanism had failed to include products at higher levels of processing. 

There was genuine belief nevertheless that development could be brought about by providing security of markets through trade preferences and infrastructure development. This belief arose from the need to esure that, in the  days of the of cold war, the European Union could count on reliable and numerous allies – the ACP countries. It was primarily for this latter reason that the EU did not question the manner in which the resources raised through the sweat of its citizens were used by some of the rulers in the developing World.

The First Lome’ Convention signed in 1975 was a major step forward in North-South relations. It was regarded by many as a model for relations between industrialised and developing countries, especially against the backdrop of the research for a new International Economic Order. Lome’ in principle introduced greater equity in the World Economic System by achieving a degree of differentiation among third world countries that responded to their levels of development, size, history, and diversification needs. In the view of the ACP, this reflected the UNCTAD II position calling for special and differential treatment of groups of developing countries. The system put into practice essentially embodied this notion of equity through non-reciprocity in trade relations, protection of export earnings and measures for industrial development, as well as adequate development assistance. The over-riding advance made by the Lome’ arrangements has been in terms of stability and predictability of the multilateral framework. Its contractual basis has allowed ACP States to better plan their economies, and this has been particularly significant in a world of increasing uncertainity and volatility. Lome’ has also demonstrated a fair amount of dynamism by not being confined to narrow economic matters. It has now evolved to deal with important cultural and political questions that affect ACP States.The recent elevation of dialogue at the political level underscores the effort by the ACP to transform an originally circumscribed economic agreement into a wider and more responsive all round accord. In general, Lome’ has now laid the foundation for continuing dialogue by the ACP with the EU at all levels. The widening and strengthening of the role of the Parliamentary Arm, the Joint Assembly is illustrative in this regard. All of this has occurred in a spirit of mutual respect and a genuine search for solutions of dynamic interest and benefit. The constant dialogue between the ACP and the EU enshrined in the Convention enabling flexibility to be introduced in the cooperation to suit the special circumstances affecting an ACP country. The arrangement also provides a more realistic and pragmatic approach to the development issues in the ACP countries by taking due account of the social and cultural dimensions of development. In this connection, the Convention provides a suitable atmosphere of North-South Multilateral Cooperation.

Cooperation between the ACP and EU does not function in isolation.It is crucial, therefore, that the ACP, in considering to advance to its position for the fourth coming negotiation with the EU should take into account the the international environment as it impinges on development within the ACP States and in the Community. As compared to the previous negotiations there is an emerging consensus that in order to meet the challenges of a changing international scene, the relationship between the EU and the ACP must recast to be relevant in the 21st Century. The economic fortunes of the ACP States have, since 1975, worsened considerably. The severity of the economic slump in some countries has surpassed that of Great Depression of the early 1930s in the industrial countries. Lack of resources led many to resort to deficit financing. Crippling debt burdens, falling commodity prices and the drastic fall in capital flows have plunged many of them into a state of virtual collapse. In some countries, as those in Sub-Sahara Africa, import capacity had declined away below critical minimum levels of requirements with dire consequences for basic services, industry, agriculture and infrastructuire, all of which are in need of essential inputs of machinery, spare parts, agricultural inputs, fuels, etc. In these circumstances, per capita real income and basic needs have sunk to unbearable levels resulting in a massive increase in absolute poverty.

The situation in the world economy today therefore differs markedly from the 1970s when the two OPEC oil shocks and rising commodity prices provoked a concern in industrialised world countries for raw material supplies. These were the conditions in which Lome’ I was negotiated.

The negotiation for new arrangement will take place in a world environment that is completely different from that prevailing under the previous Conventions. First, the composition of the European Union, which started to change with the accession of the UK, Denmark and Ireland in 1973, has completely altered the original thinking of the European Union on development. In essence, the colonial era is long over. There is a widespread view that development must be earned, not inherited. ACP countries must therefore show justification for their continued relationship with the European Union. The EU’s preoccupation with its own agenda – the establishment of the European Monetary Union, containment of labour movements along its frontiers and wider geo-political considerations (Middle-East, drug trafficking, etc.) tend to marginalise ACP-EU cooperation. Second, other developments including greater cooperation between the EU and its developed partners, its concerns with issues of interest for other countries especially of other less developed economies-dictate that future ACP-EU cooperation’ should be appropriately adapted to ensure that it continues to be relevant. The need to create a level playing field, as a result of globalisation and liberalisation, and the establishment of the World Trade Organization require a fresh re-think of ACP-EU cooperation.

As compared to 1983, the situation has improved for the developed countries while it has deteriorated for the developing countries. Growth in the developed countries now seems to impart less impetus than in the past, to the growth process in the developing countries. There is an increasingly recognised phenomenon of the growth gap. In this context, the main task facing the ACP negotiators is to see how they can forge an instrument in the form of a new Convention that will spear a turn-round in the situation facing them, in so far as it arises from the interrelationship with their EU partners. Against the background of the general international economic environment and particularly of the ACP-EU cooperation experience, the rationale for continuing the special ACP-EU relationship is an issue that calls for acute reflection. Most critically, given the diminution of Trade Preferences the Uruguay Round-Table has brought about for most of the preferences enjoyed by the ACP countries in the EU’s markets, a fundamental question mark over the future has emerged. This has been accentuated WTO ruling on bananas and the need for the Lome’ arrangement to seek a waiver to ensure that it is compatible with WTO rules.

At the bottom of the ACP-EU relationship has always been the belief in the ACP, that despite its many limitations and weaknesses, the Lome’ arrangement can play a significant role in their development efforts and make a strategic contribution to their day-to-day economic management assessments (SWOT ANALYSIS) – vary as to the extent to which potential is being transformed into achievement and to the causes for divergence. In large measure, however, that belief remains widely held.

On the part of EU, International, Economic and Politcal Policy, specific economic interests and historical links combine to provide a continuing basis for adherence to this relationship. The common relationship of the 71 ACP States with the Community has provided an opportunity and a framework for the development of cooperation among the ACP States and their various regions. AGAIN, IN THE CONTEXT, THE PROMISE AND SCOPE IS NOT MATCHED BY THE ACHIEVEMENTS. The nature of the relationship, conferring as it does equal legal /political status to all participating States in a reinforcing framework, provides the many ACP States with a manageable and operational framework with which to relate to the major industrial European countries without significant threat to the effective discharge of their sovereign status. The growing international movements to wider cooperation through multilateral and bilateral cooperation – Uruguay Round, European Monetary Union, Free Trade Area of the Americas, the Asian Pacific Economic Cooperation, the WTO, etc., also provide a forceful impetus for a continued and strengthened ACP-EU relationship. The historical and cultural linkages, which characterise the relations between the peoples of both sides make all the more feasible and desirable the continuation and strengthening of this relationship, thereby contributing to international peace and security. Important as these considerations undoutebly are, the decisive justification for continuing and strengthening the Lome’ relationship must be such as to commend the relationship as to the coming ACP-EU generations. An approach of simple continuation, or even of more the same is likely to fall short of that objective. With the passage of time, and changing circumstances, it is not surprising that there is common belief on both sides that a qualitative change in the relationship is called for.

The Lome’ relationship which has played an important role in helping to set the basis for the social and economic development of the ACP States must now add to that achievement an effective and potent support for launching them on the way to self-sustaining social and economic development. This, it can most effectively do by emphasizing and reinforcing the process of transforming ACP’s raw materials production – agricultural and mineral – into semi-processed goods, in enhancing their competiveness and in developing their services. It is the process which adds the economic value to the raw material as well as contributing to the scientific and technical improvement of human capacities and which reinforces the social and cultural values of the ACP States, that constitutes the litimus test for any sustainable future ACP-EU relationship. Poverty eradification, the cornerstone of the future ACP-EU relations, require a viable and a vibrant economy based on sound macro-economic reforms, the rule of the law, respect for democratic principles and human rights as well as truely functional and efficient legal and regulatory framework. 

As per the Gabon Summit in November 1997, the ACP Heads of State and Government identified eradification of poverty, attainment of food security and the Integration of all sections of the populations including civil society and private sector organisation in the mainstream of the political, economic and social life as the main prioties for their countries. They emphasized the need to strengthen the unity and solidarity of the group and to maintain its geographical entity, to enhance the political identity of the Group to enable it to act and speak with one voice in international f\orums and to consolidate and achieve peace and stability so as to improve the livelihood of their people in a democratic and a free environment.

3.2.3. THE PROBLEMS INCURRED IN THE IMPLEMENTATION OF YAOUNDE / LOME’ CONVENTIONS
The concern in Africa and in many of the ACP countries has been why this nagging problem of poverty has persisted among communities and how poverty accomodation could be alleviated and the malignant marginalization eliminated. According to Bastos (1, 2) the future interplay of ACP domestic and foreign political constraints on the ability of developing countries is to design and implement a policy for the development of domestic capabilty. To tackle this the main focus must be at a micro-level, and the most prone group of social sciences and humanities.

As per EC (3) bargaining in international negotiations is a two-level game in which the ACP countries,or Governments have to deal simultaneously with external and domestic pressures. At the national level, domestic groups pursue their interests by pressuring the governments for some particular outcome and the politicians seek outcome that could maximize adverse domestic consequences of foreign developments. To fufil the two-level game bargaining theory in solving the economic sanctions in International Conflicts in ACP States clearly and succinctly with diplomacy needs the brain modules of experienced technocrats and professionals from the social sciences and humanities. As no ACP State Government worth her salt could accept detailed dictation on how to handle her internal, domestic, political and domestic affairs from donor countries in order to solve her economic sanctions in international conflicts.

In the era of pluralism in the ACP countries the EU has tended to use economic sanction threats as a powerful tool in bargaining to meet the required standard level of human rights’ ethical index value. Threatening the imposition of economic sanctions is used to give credibility to the seriousness of the claims and, as part of the strategy of each player, is a way to signal that, in the absence of agreement, they may simply play non-cooperatively. Threats of sanctions can influence outcomes by their deterrents for their compelling effects upon the opponent’s movements: threats of sanctions had materialized in some African countries. The solving of problems in the LDCs lies on the creation of a peaceful environment clothed with food security, gender awareness, and conducive habitat for good child learning.

According to Chalker (4) and USA Department of State (5) the discussion of the effectiveness of veto on trade in ACP States used as a strategic tool in international trade conflicts has not been conclusive in economic and politcal performance. The EU has chosen to move its foreign policy, and hence its development policy, to an arena where it is appealing to certain norms as universally binding – that is, respect of human rights and democratic principles. The implications are that inconsistency in policy implementation cannot easily be dismissed as a function of conflicting foreign policy objectives. The universal nature of these principles itself requires that their application be objective and non-selective. The recommendations against the incurred problems should be put forward in such a way that the spirit of forging policy instruments for ACP States in which the values involved are shared and with the ownership not restricted to the USA and Northern Donor Governments. The intention is that the principles of human rights and democracy inform and permeate policy practice at all levels. Having introduced the normative dimension, it is imperative that the EU adheres to the principles it has espoused. The alternative is a rhetorical commitment only and a practice that continues to be based on self-interest and characterised by an assertion of power over the poorest and the weakest LDCs.

The implementation of the Yaounde / Lome’ Conventions have been consistently marked by the problems of food security, and its side effects of wasting , severe wasting, stunting ,oedema, a crude mortality rate, food distributed and the indicators and cut-offs indicating serious problems for example: Levels of wasting above 20 %, crude mortality rate in excess of 1 /10 000/ day (about four times normal… especially if still rising), and /or significant levels of micronutrient deficiency disease. A crude mortality rate in a normal population in a developed is around 10 /1 000 /year which is equivalent to 0.27 /10 00 / day. The level above 1/10 000 / day is a very serious situation and above 2 / 10 000 / day is an emergence out of control. The wasting prevalences of around 5 to 10 % are usual in African populations in non-drought periods, prevalences of more than 20 % of wasting are undoubtedly high and indicating a serious situation; more than 40 % is a severe crisis. Data from 1993 /4 shows that the most efficient predictor of elevated mortality of ACP States’ mortality is a cut off of 15 % wasting (6).

The Secretary General of United Nations Kofi Annan on 16th February 1997 when sending a message to the UN High Commissioner for Refugees, said that experience had shown that once crisises erupt, the international community could move swiftly to address the suffering of innocent civilian victims.The UN and its humanitarian partners-donors, non-governmental organizations, the Red Cross Community – had raised billion dollars to deliver food to the hungry, provide shelter to the refugees and internally displaced persons, and support children, women and the elderly. This had been accomplished despite the major constraints that often accompany deadly conflicts: difficult in reaching populations in need, a lack of security for relief personnel and disregard for fundamental principles of humanitarian law and human rights (7).
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5) USA Department of State (1996): Country Report on Human Rights Practices for 1995, Washington D.C. : US Department of State.
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4.0. THE EVALUATION AND CONTROL OF YAOUNDE–LOME’ AGREEMENT
The questions on evaluation and control of agreements on measuring aid performance is now starting to recieve much attention in the research – based literature (1,2). The analytical results were mixed. Acknowledging the difficult economic evaluation, Cassen and Associates (3) reached „at least a well educated assessment” in most aid works. Simultaneouly, Mosley and Hudson (4), quoting World Bank data, described the „positive direct effects of projects, as evidenced by the overwhelming positive rates of return reported at ex-post evaluation”. In practice, many evaluation studies do not consider impact, regarding the long-term outcomes of projects as being somewhat remote from the inputs provided by aid, and subject to the influence of many external factors beyond the control of the project. Thus the EU, for example on the Yaounde / Lome’ Convention projects tended to concentrate on relevance, efficiency and effectiveness. The latter terminologies in the concept of EU were defined as follows : Relevance : -The assessment of the problems to be solved and the project objectives against their physical and policy ’environment’, for example, the main features of the sector and pertinent policies of the various actors. Effectiveness : -The assessment of the extent to which the project results have been contributed towards the achievement of the project purpose, or whether this can be expected to happen in the future on the basis of the current results of the project. –Efficiency : -The assessment of whether the activities have been carried out efficiently in order to yield the project results. Have the means of the project been efficiently transformed through the project’s activities into the various project results? Could the same or similar results have been achieved at lower costs?

In 1995 UN Secretary – General Boutros Ghali called development ’the most important task facing humanity today’ and asked for new development agenda to make the next century ’the development century.’ But this view was not widely shared. Development is perceived in many quarters as a ’sunset industry’. The failure of the industrialized states to meet to reach the UN’s target of 0.7 per cent of GNP for aid had almost become an international norm. Development aid budgets are always easy to cut but, the viability of UNCTAD, UNIDO and UNESCO, and the financial soundness of the UN itself, are all in question (5).

Could African Conventions turn the socio – economic and political dreams of its citizens into reality ? The major current theme of development theory is that it has reached an impasse, stalemate, crisis or just a dead end. It even had been argued that contemporary development studies became so inward-looking, self-obsessed that „the theory replaced the thing as the primary focus of enquiry”. Development studies is not the the only field of socio-economic science where the study of the field might have replaced the study of the object, but this problem suggests a general lack of success in achieving development goals. The shifting priorities of the European Union’s development policy in the mid-1990s was another salt dose to the wound of Yaounde / Lome’ Agreements.

In practical terms the failure of aid and development policies in sub Saharan Africa in particular is widely accepted. UNCTAD calculated that it would take more than a decade at growth rates of 3 per cent, or more for much of Africa to achieve the levels of real per capita income of twenty one years ago. The overview comparative analysis of EU’s aid to Africa at 1992 – prices was $ 142 billion dollars which entered sub-Saharan Africa during the decade 1980-1990, with an average decline in GDP of 1 per cent per capita in the region. Surely, four decades of development aid and almost two decades of structural adjustment, the indicators for Africa are disappointing. Africa’s share of World trade declined by more than half from 1980 to 1995, from 5 per cent to a mere 2.2 per cent (6). Linking the intellectual problem of development theory with the observable problems of Africa, it is observed that :- ’both development theory and Africa are in deep trouble’. None of the supposed development panaceas of the 1980s and 90s, including structural adjustment, the operation of the free market, or directing aid through non-governmental organizations had proved altogether satisfactory, although all of them can contribute to improving the development process.

The financial flows reaching the ACP of about 97 per cent had taken the form of Development Assistance Committee (DAC) official assistance, with the bulk of it coming from the EU and its member states. From the World as a whole, total direct investment (FDI) in 1995 was US $315bn, representing a 15 per cent increase of the levels of the previous year. FDI has now become the principal element in private capital flows to LDCs. In 1995 the flow to developing countries stood at US $100bn, compared with US$22bn of portfolio investment. 27 per cent went to Latin America and two-thirds of this went to Mexico, Brazil, Argentina and Chile. The FDI to Africa was slow and had stagnated at US$5bn (UNCTAD, 1996) after a peak in 1989/91.

The EU, FDI flows to LDCs had fallen by more than a half between the years 1991 and 1994, at which point they stood at ECU6.8bn (European Commission, 1995). The EU provided over 70 per cent of the investment from developed countries direct to the ACP. That FDI from the EU had tended to be clustered round offshore banking, oil and mining sectors and concentrated on a few countries, including those with large and growing markets (7).

The Decision No.2/96 of the ACP-EC Council of Ministers of 28th June 1996 categorically stated that in order to carry out STABEX year of application pending the entry into force of the revised Lome’ Convention and by the way of advances from the Stabex funds which would be available only when the second Financial Protocol to the Convention had been ratified as follows :- (a) The Commission should deduct temporarily funds unused under the First Financial Protocol to the Fourth Lome’ Convention and should add the accumulated interest on the STABEX account opened pursuant to Article 192 of the said Convention, to pay in full, or to a large extent for transfers to the ACP States for the 1995 implementing year. - (b) Should the Second Financial Protocol not be ratified, the Community should gurantee the availability of the resources so deducted by recourse to unallocated appropriations. - (c) Upon the ratification of the Second Financial Protocol, transres thus deducted will again remain availabe to the ACP States by way of payment to the STABEX account referred to Article 192 of the Lome’ Convention.

The Decision No.3/96 of the ACP-EC Council of Ministers of 20th December 1996 adopted Special Financial Arrangements to ensure that the continued operation of the CDI in 1997 as follows :-(a) An amount not exceeding ECU 15644500 should be taken from the unallocated grant resources of the SEVENTH EDF by way of an advance on the EIGTH EDF, pending its entry into force, in order to make up the budget of the CDI for 1997. The amount thus taken should be restored to the SEVENTH EDF once the Second Financial Protocol entered into force.

The Agreements between the EC and the ACP States; Commission Regulation No. 427/96 of 8th March 1996 adopted the following Tariff quotas on the agricultural products therein contained in Articles 1; 2; 3; Commission Regulation No. 681/96 of 10th April 1996 in Articles 1,2; Commission Regulation No. 1305/96 of 5th July in Articles 1; 2; and 3.

The Decision No. 1/96 of the ACP–EC Customs Cooperation Committee of 2nd September 1996 took into account of the „derogating from the definition of the concept of ’originating products’ to take account of the special situation at the Kingdom of Swaziland with regard to its manufacture of yarn” (HS Codes 540252 and 540262). The Committee adopted Articles 1; 2; 3 and 4.

The Decision No. 2/96 of ACP-EC Customs Cooperation Committee of 2nd september 1996 took into account of the derogating from the definition of ’ originating products’ to take account of special situation, FIJI, MAURATIUS and SENEGAL regarding the production of canned tunna and tuna loins. The Committee decide on Articles 1; 2; 3; 4 and 5. 

The Council on exceptional allocation of a quantity additional to the tariff quota for imports of bananas during the 1st quarter of 1996 as a result of tropical storms Iris and Mrilyn, adopted the following ACTIONS in the Commission Regulation EC. No. 127/96 of 25th January 1996 as follows : -In Articles 1; 2; 3; and 4.

The Council in Regulation EC. No. 619/96 amended Reg. EEC No. 715/90 on the arrangements applicable to agricultural products and certain goods resulting from the processing of agricultural products originating in the ACP States, or in the Overseas countries and territories OCT, adopted the ACTION in Article 1.

See the tables.
TABLES 4. ON THE ACP –EU REGULATION CONDITIONS FOR AGRICULTURAL PRODUCTS LAID DOWN IN THE RELEVANT COMMUNITY PROVISIONS BY CN CODES ON TARIFF QUOTAS

CN  Code                              Description                                                                          Applicable

1                                                  2                                                                                            3

0714                             Manioc, arrowroots, salep, Jerusalem artichokes,

                                     sweet potatoes and similar roots &tubes with

                                     high starch or inulin content, fresh, chilled, frozen

                                     or dried, whether or not sliced or in the form of pellets sago pith

071410                     -   Manioc ( cassava )

07141010                 -   Pellets of flour and meal                                         ECU 13.563/100 kg/net

07141091                     Of a kind used for human consumption in immediate

                                     packaging of a net content not exceeding 28 kg,

                                     either fresh and whole, or without skin and frozen, 

 

        whether not sliced.                                                        ECU 13.9/100 kg/net

07141099             --  Other                                                                                ECU 13.5/100 kg/net                                     

071490                 -- Other                                                                                                

                              --Arrowroot, salep and similar roots and tubes with high starch cont.

07149011             -- Of a kind used for human consumption,in immediate packagings of 

                              A net content not exceeding 28kg, either fresh and whole or without                  

                              Skin and frozen, whether or not sliced.                                 ECU 13.9/100 kg/net   

07149019           -- Other                                                                                     ECU 13.5/100 kg/net

1102                      Cereal flours other than that of wheat or meslin

110220               -- Maize (corn) flour

11022010           -- Of fat content not exceeding 1.5% by weight                           ECU 247.4/tonne

11022090           -- Other                                                                                         ECU  140.2/tonne

11023000           – Rice flour                                                                                   ECU  198.5/tonne

1102900             -- Other                                                                       

11029010          -- Barley                                                                                         ECU 243.7/tonne

11029030          -- Oat flour                                                                                     ECU 234.3/tonne

11029090          -- Other                                                                                          ECU 140.2/tonne

1103                  -- Cereal groats,meal and pellets

                          -- Groats and meal.

11031200         -- Of oats                                                                                         ECU 234.3/tonne

110313             -- Of maize (corn)

11031310         -- Of a fat content not exceeding 1.5% by weight                          ECU 247.4/tonne

11031390         --  Other                                                                                          ECU 140.2/tonne

11031400         -- Of rice                                                                                         ECU  198.5/tonne

110319             --  Of other cereals

11031910         --  Of  rye                                                                                       ECU 243.7/tonne

11031930         --  Of  barley                                                                                  ECU 243.7/tonne

11031990         --  Other                                                                                          ECU 140.2/tonne

                         -- Pellets :

11032100           of wheat                                                                                        ECU 250.3/tonne

110329             -- Of other cereals

11032910            of rye                                                                                           ECU 243.7/tonne

11032918         -- Of barley                                                                                     ECU 243.7/tonne

11032930        – Of oats                                                                                          ECU 234.3/tonne

11032940        – Of maize                                                                                       ECU 247.4/tonne

11032950        – Of rice                                                                                          ECU 198.5/tonne

11032990        – Other                                                                                            ECU 140.2/tonne

1104                    Cereal grains otherwise worked (for example, hulled, rolled, flake,

                            pearled, sliced or kibbled), except rice of heading No.1006: germ of

                           cereals, whole, rolled, flaked, or ground

                           -Rolled or flaked grain:

110411           -- Of barley                            

11041110       --  Rolled                                                                                           ECU 138.3/tonne

11041190      --   Flaked                                                                                           ECU 270.9/tonne

110412           -- Of oats

11041210       -- Rolled                                                                                            ECU 132.7/tonne

11041290       -- Flaked                                                                                            ECU 260.6/tonne

110419          -- Of other cereals

11041910      --  Of wheat                                                                                        ECU 250.3/tonne

11041930       --  Of rye 






 ECU 247.4/tonne

                       -- Other

11041991       -- Flaked rice                                                                                     ECU 336.7/tonne

11041999      -- Other                                                                                              ECU 247.4/tonne

                      -- Other worked grains (for example, hulled, pearled, sliced or kibbled):

110421          -- Of barley 

11042110       -- Hulled (shelled, or husked ) 



 ECU 217.3/tonne

11042130       --Hulled and sliced or kibbled (’Grutze’or ’grutten’)                      ECU 217.3/tonne

11042150       -- Pearled                                                                                          ECU 339.6/tonne

11042190       --Not otherwise worked than kibbled                                               ECU 138.3/tonne

11042199      -- Other                                                                                              ECU 138.3/tonne

110422          -- Of oats

11042220      -- Hulled (shelled or husked) 



 
 ECU 234.2/tonne

11042230     --  Hulled and sliced or kibbled (’Grutze’or ’grutten’)                      ECU 234.2/tonne

11042250      -- Pearled                                                                                           ECU 208.8/tonne

11042290       -- Not otherwise worked or kibbled                                                  ECU 132.7/tonne

11042292      -- Clipped                                                                                           ECU 132.7/tonne

11042299      -- Other                                                                                              ECU 132.7/tonne

110423           -- Of  maize

11042310       --Hulled ( shelled,or husked ) whether or not sliced or kibbled       ECU 220.1/tonne

11042310      -- Pearled                                                                                           ECU 220.1/tonne

11042390      -- Not otherwise worked than kibbled                                               ECU 140.2/tonne

11042399      -- Other                                                                                              ECU 140.2/tonne

110429          -- Of other cereals:

                      -- Hulled ( shelledor husked ) whether or not sliced or kibbled

11042911      --  Of wheat                                                                                        ECU 185.3/tonne

11042915       -- Of rye                                                                                           ECU 185.3/tonne

11042919       -- Other                                                                                             ECU 185.3/tonne

11042931       -- Of wheat                                                                                       ECU 222.9/tonne

11042935       -- Of  rye                                                                                           ECU 222.9/tonne

11042939       -- Other                                                                                             ECU 222.9/tonne

                       -- Not otherwise worked than kibbled

11042951       --  Of  wheat                                                                                     ECU 142.1/tonne

11042955         -- Of  rye                                                                                        ECU 138.3/tonnes

11042959        -- Other                                                                                           ECU 140.2/tonnes

                       --  Other

11042981      -- Of  wheat                                                                                        ECU 142.1/tonne

11042985      --  Of   rye                                                                                          ECU 138.3/tonne

11042989     --    Other                                                                                            ECU 140.2/tonne

110430         --    Germ of cereals,whole,rolled,flaked,or ground

11043010     --    Of wheat                                                                                       ECU 103.6/tonne

11043090    --     Other                                                                                            ECU 102.7/tonne

116             --    Flour and meal of the dried leguminous vegetables of heading No.0713,

                           of sago or of roots or tubers of heading No.0714 

110620         --  Of sago, roots or tubers of heading No.o714

11062010    --   Denatured                                                                                       ECU 135.5/tonne

11062090     --   Other                                                                                             ECU 219.6/tonne

1108              --   Starches, inulin :

                      --    Starches

11081100      --   Wheat  starch                                                                               ECU 304.2/tonne

11081200      --   Maize (corn) starch                                                                      ECU 219.6/tonne

11081300      --   Potato  starch                                                                               ECU  219.6/tonne

11081400      --  Manioc (cassava)  starch                                                              ECU 219.6/tonne

110819          --   Other  starches  

11081910      --   Rice starch                                                                                    ECU 280.5/tonne

11081990      --   Other                                                                                            ECU 219.6/tonne

11090000      --   Wheat gluten, whether, or not dried                                               ECU 533/tonne

1702     -- Other sugars, including chmically pure lactose, maltose, glucose and                                                                                                                                           f       fructose, in solid form; sugar syrups not containing added flavour                                                                                           c        colouring matter, artificial honey, whether or not mixed with natural                                                                                                                                                           h                           honey; caramel :

170230   -- Glucose and glucose syrup, not containing fructose or containing in                                                                                                             t                          the dry state less than 20 % by weight of fructose.

17023051     --  In the form of white crystalline powder, whether, 

             or not agglomerated    



           ECU 27.6/100kg/net 

17023059    --   Other                                                                                         ECU 21.3/100kg/net

17023091    --   In the form of white crystalline powder, 

           whether or not agglomerated     


          ECU 27.6/100kg/net

17023099    --   Other                                                                                         ECU 21.3/100kg/net

170240        --    Glucose and glucose syrup, containing in the dry state at least 20 %

                           but less than 50 % by weight of fructose

17024090     --   Other                                                                                        ECU 21.3/100kg/net

170290       --     Other, including  invert sugar

17029050   --     Maltodextrine and maltodextrine syrup                                   ECU 21.3/100kg/net

                   --     Caramel :

                   --      Other

17029075   --     In the form of powder, whether or not agglomerated                ECU  29/100kg/net

17029079   --     Other                                                                                        ECU 20.2/100kg/net

2106                    Food preparations not elsewhere specified or included

210690         --     Other

                     --     Flavoured or coloured sugar syrups :

                     --     Other

21069055     --     Gucose syrup and maltodextrine                                          ECU 21.2/100/kg/net

230210         --    Of maize ( corn  )

23021010    --     With a starch content not exceeding 35% by weight                     ECU 56.7/tonne

23021090    --      Other                                                                                           ECU 123.5/tonne

230220        --       Of   rice

23022010    --      With a starch content not exceeding 35% by weight                    ECU 56.7/tonne

23022090   --       Other                                                                                           ECU 123.5/tonne

230230       --       Of wheat

23023010   --       Of which the starch content does not exceed 28% by weight, and

                            which the proportion that passes through a sieve with an aperture

                            of 0.2mm does not exceed 10% by weight or alternatively the proportion

                            that passes through the sieve has an ash content, calculated on the dry 

                           product, equal to, or more than 1.5 % by weight                           ECU 56.7/tonne

23024090    --    Other                                                                                             ECU 123.5/tonne

2303             --    Residues of starch manufacture and similar residues, beet-pulp, bagasse

                          and other waste of sugar manufacture, brewing or distilling dregs and waste,

                           whether or not in the form of pellets

230310         --    Residues of starch manufacture and similar residues :

23031011     -- Residues from the manufacture of starch from maize

                        (excluding concentrated steeping liquors), of a protein content, calculated

                         on the dry  product  basis: Exceeding 40 % by weight                      ECU 251/tonne

2309          --    Preparations of a kind used in animal feeding :

230910      --    Dog or cat food, put up for retail sale :

                         Containing starch, glucose syrup, maltodextrine ormaltodextrine syrup                                                

                         falling within a subheading 1702 30 51 to 1702 30 99, 1702 4090, 

          17029050 and 21069055 or 

m                      milk products :

                  --    Containing starch, glucose, syrup, maltodextrine or maltodextrine syrup :


  Containing no starch or containing 10% or less by weight of starch :

23091011   --  Containing no milk product products or containing less than 1o% by weight of 

                  such product



ECU 22.9/tonne

23091013  --  Containing not less than 10% but less than 50% by weight of milk products







   


  ECU720.4/tonne

23091031   --  Containing no milk products or containing less than 1o% by weight of such 

                         products                                                                                            ECU 69.9/tonne

23091033   -- Containing not less than 10% but less than 5o% by weight 

        of milk products. 





 ECU 767.4/tonne

23091051  --   Containing no milk products or containing less than 1o% by weight                                                                        

                        of such products                                                                               ECU 138.6/tonne

23091053  --   Containing not less than  50% by weight of milk products                ECU 837/tonne                                                                                                                                      

230990      --   Other

 --  Containing starch, glucose syrup, maltodextrine or maltodextrine syrup falling

      within subheadings 17023051 to 17023099, 17024090, 17029050 and

 
          21069055, or milk products.

                   --  Containing starch, glucose, glucose syrup, maltodextrine ormaltodextrine syrup :

23099031  -- Containing no milk products or containing less than 1o% by weight of 

                       such products                                                                                      ECU 22.9/tonne

23099033       Containing less than 1o% but less than 50% by weight 

        of milk products         




 ECU 720.4/tonne                                                                                                                                        

23099041       Containing  no milk products or containing less than 1o% by weight 

                       of such products                                                                                  ECU 69.9/tonne

23099043        Containing not less than 10% but less than 50% by weight  

                        of milk products                                                                               ECU 767.4/tonne

23099051        Containing no milk products or containing less than 1o% by weight

                       of such products                                                                                ECU 138.6/tonne

23099053       Containing not less than 10% but less than 50% by weight

                       of milk products                                                                                   ECU 837/tonne

The Commission Regulation (EC) No. 982/96 of 31st May 1996 amended Reg. EC No. 2942/95 opened and provided for the administration of Community Tariff Quotas for certain agricultural products originating in the African, Caribbean and Pacific (ACP) States. The Commission of the European Communities, having regard to the Treaty establishing the European Community, and regard to the Council Reg. EEC No. 715/90 of 5th March 1990 on the arrangements applicable to agricultural products and certain goods resulting from the processing of agricultural products originating from the ACP States, in the Overseas Countries and Territories (OCT) (8), as last amended by Commission Reg. EC No. 619/96 (9), and in particular Article 27.

Wheras the evaluation and control Annex I to Council Reg. EEC No. 2658/87 on the Tariff and Statistical Nomenclature and on the common Customs Tariff (10) had been amended by the Commission Reg. EC No. 3009/95 (11). The Reg. EC No. 2942/95 opened Community Tariff Quotas for certain agricultural products at a reduced rate of duty. In the light of the outcome of the negotiations within the GATT, the rates of duty of certain products listed in the table to Reg. EC No. 2942/95 (12) had been amended; whereas by Reg. EC No. 619/96 an additional quantity of 4oo tonnes of table grapes was granted for the period 1 to 31st January of each year, starting on 1st January 1996.

The rates of duty and the additional rates for the products covered by the Regulation concerned are likely to be amended in the future years,whereas in the INTERESTS of improving the management of the relevant Community Rules, Regulations should be estabilished on a multiannual basis in which the ad valorem rates of duty would be automatically reduced by 50 % in parallel with developments of the custom duties contained in the combined nomenclature.
1) White,H. (1995): How much aid is used for poverty reduction? In IDS Bulletin 27: 1 January.

2) Mosley, P. and Hudson J. (1995a): Aid effectiveness: A Study of the effectiveness of Overseas aid in the main countries recieving ODA Assistance – Mimeo, November.

3)  Cassen R. and Associates (1994): Does Aid Work? 2nd edition, Oxford University Press.

4) Mosley P. and Hudson J. (1995 b): Aid effectiveness. ODA Assistance: Mimeo pp.11 November.

5) Boutros-Ghali (1995 ): An agenda for development, New York, United Nations pp. 1-2. 

6) IBRD (1996): Global Economic prospects and the development countries: Short-term update 29th August IED-Development Economics, World Bank.

7) Hawkins T. (1996 ): „Sliver lining its dark image” – Financial Times 27th September.

8) OJ No. L. 84.30.3. 1990. pp.85

9) OJ  No. L.89.10.4.  1996. pp.1

1o) OJ No. L.256.7.9. 1987. pp.1

11) OJ No. L.319.30.12. 1995. pp.1

12) OJ No. L.3o8.21.12. 1995. pp.1.
5.0. THE OUTPUT OF YAOUNDE / LOME’ CONVENTION

In the emprical analysis of human development index the Yaounde Agreement Integration theory of 1970s, 80s and 90s, scholars should recognise the importance of domestic politics and of the political concepts developed in the context of domestic politics in enhancing our understanding of European Policy-Making to satisfy Africa Continent as a region of to-be innovative systems.

As Pinheiro European Commissioner for development puts it, it is a decisive challenge to place Africa, in particular, back on the agenda of product output priorities and to make sure that the continent is viewed, not as a failure but as a output success. That success would itself be decisive in terms of the volume and scale of the future socio-economic, cultural, political and technological cooperation. Being given that context, what are the keys to output success? It would be wrong to seek them in an environment which is foreign to the players involved in the EU–African Convention Cooperations. From the scholarstic approach and on the partial side of both parties involved a threefold imperative is required as follows: -Consistency, Coordination and Complementarity. Where consistency in the Community’s appproach, both in terms of geographical areas where the Union’s development output policy is applied and in terms of different Community policies.

-Coordination of development output actions between the Community and the Member States, particularly in the ACP operational terms and in the various sectors.

-Complementarity between the development output policies of the Community, its Member States and the ACP Countries.

For the fulfilment of the ACP Countries’ output obligations, the decisive element would be their ability property to diagonose their situation and their requirements. Control of output factors involved in development could moreover, only improve coordination between donors. In terms of output priorities, that would be the context for development of regional integration efforts and joint actions aimed at providing genuine socio-political stability within Africa. As African scholars, if we fail to prevent this then our inability to prevent output crisis will pose a serious threat to the fuiture development output itself. This is a particular important instrument which should help the ACP countries to face up to international competition. In terms of tariff advantage, the ACP countries must set their minds to using any instrument capable of enhancing the competitive nature of ACP output products.

See the Case-Study of UNDP (1995) on the Human Development Output Index (HDI) for each ACP country which is a composite of three separate indexes, as follows : -GDP per head, adjusted to take account of purchasing power, which broadly reflects a country’s economic performance. -Life expectancy at birth, as an indicator of the population’swider health status. -An education index compiled on the basis of adult literacy and pupil/student enrolment figures.

TABLE 5.  THE  ACP  COUNTRIES’ HUMAN DEVELOPMENT OUTPUT INDEX

Country                  Population         Area                            Human Output                     HDI        

                                (millions)      (1000km2)                     Development                       Ranking

                                                                                             Index

Angola                           1o.28                1247                      o.291                                    164

Benin                               5.22                  113                      o.332                                     155

Botswana                         1.44                  582                      o.763                                      74

Burkina Faso                    974                 274                       o.228                                     169

Burundi                            5.96                   28                       o.286                                     165

Cameroun                       12.55                475                       o.5o3                                     127

Cape Verde                      o.4o                    4

Central African Rep.       3.26                  623                      o.361                                      149

Chad                                6.1o               1284                       o.296                                      162

Comoros                          o.61                     2                       o.415                                      139

Congo                              2.44                 342                       o.538                                      122

Côte d’Ivoire                 13.4o                 322                       o.369                                       145

Djibouti                           o.48                   23                       o.336                                       154

Equatorial Guinea           o.38                   28                        o.399                                      142

Eritrea                              3.5o                 125

Ethiopia                          56.9o               1222                       o.227                                      171

Gabon                              1.o1                  268                       o.579                                      114

Gambia                            1.o3                   11                          o.299                                     161

Ghana                            16.45                  239                         o.482                                     129

Guinea                             6.31                  246                         o.237                                    168

Guinea Bissau                 1.o3                    36                          o.293                                     163

Kenya                            28.11                  58o                          o.481                                     13o

Lesotho                            1.88                   3o                          o.473                                     131

Liberia                             2.64                    98                          o.325                                     159

Madagascar                    13.26                 587                          o.432                                     135

Malawi                             9.14                 118                           o.33o                                    157

Mali                                1o.14              124o                            o.222                                     172

Mauritania                        2.15               1o26                           o.359                                    15o

Mauritius                          1.1o                     2                           o.821                                       6o

Mozambique                   15.32                8o2                           o.246                                    167

Namibia                            1.58                824                            o.611                                   1o8

Niger                                 8.36              1267                            o.2o7                                   174

Nigeria                          119.33                924                            o.4o6                                   141

Rwanda                             7.79                 26                            o.332                                   156

Sâo Tome &Principle       o.12                    1                            o.451                                  133

Senegal                              7.96               197                             o.34o                                   152

Seychelles                         o.o7                    o.5                         o.81o                                    62

Sierra Leone                      4.49                  72                            o.221                                    173

Somalia                              8.o5               638                             o.246                                    166

Sudan                               27.49             25o6                              o.379                                    144

Swaziland                          o.88                  17                              o.522                                   124

Tanzania                           3o.58               945                               o.364                                  147

Togo                                   3.88                 57                               o.4o9                                 14o

Uganda                             21.o5               236                                 o.329                                 158

Zaire                                 41.17             2345                               o.384                                143 

Zambia                                9.49               753                              o.425                               136

Zimbambwe                      1o.67               391                                  o.539                                 121

TOTAL                          545.19                  23.177

______________________________________________________________________________

South Africa                     38.8                 1221                                 o.7o5                                  95

Is now qualified

Lome’ Member

______________________________________________________________________________

CARIBBEAN ( 15 ACP STATES)

Antigua &Barbuda             67                     44o                                   o.84o                                 55

Bahamas                           269                 1388o                                   o.894                                 26

Barbados                          26o                      43o                                   o.9oo                                 25  

Belize                               2o5                  2296o                                   o.883                                 29

Dominica                           72                       75o                                   o.776                                 69

Dominican Rep.             76o8                   4873o                                   o.7o5                                 96

Grenada                              92                       34o                                   o.786                                 67

Guyana                             816                  21497o                                  o.622                               1o5

Haiti                               69o3                    2775o                                   o.362                              148

Jamaica                           2495                   1o99o                                   o.721                                88

St. Christopher &Nevis       41                       36o                                   o.873                               37

St. Lucia                            139                       62o                                    o.732                               84

St.Vincent&Grenadines     11o                       39o                                   o.761                              79

Suriname                            445                   16327o                                  o.762                              77

Trinidad & Tobago           1338                    513o                                     o.872                             39

TOTAL                           20860                 511010

PACIFIC ( 8 ACP STATES )

Fiji                                        747                 18270                                  o.86o                                46

Kiribati                                  75                     73

Papua New Guinea              3922              46284o                                   o.5o8                            126

Solomon Islands                    354              289oo                                      o.511                           125

Tonga                                       94                  75o

Tuvalu                                        9                    3o

Vanuatu                                   161               1219o                                    o.541                           119

Western Samoa                        17o                 284o                                    o.651                          1o2

TOTAL                                 5532                526550

THE EUROPEAN UNION ( 15 MEMBER STATES )

Austria                                        7.9                        84                                o.925                           14

Belgium                                    1o.o                        31                                o.926                           12

Denmark                                     5.2                        43                                o.92o                           16

Finland                                        5.1                      338                               o.934                              5

France                                       57.6                      552                                o.93o                             8

Germany                                   8o.7                      357                                o.921                           15

Greece                                       1o.4                      132                                o.9o7                           22

Ireland                                         3.5                        7o                                o.915                           19

Italy                                           57.1                      3o1                                o.912                           2o

Luxembourg                               o.4                           3                                o.893                          27

Netherlands                              15.3                          41                               o.936                             4

Portugal                                      9.8                          92                               o.836                           36

Spain                                         39.5                       5o5                                o.93o                            9

Sweden                                       8.7                        45o                                o.929                         1o

United Kingdom                      57.9                        244                                 o.916                         18

TOTAL                                   369.0                      3243.

6.0. THE CONCLUSION OF THE NEW TRADE HORIZON OF THE YAOUNDE / LOME’ CONVENTIONS TOWARDS THE EVE OF 2000
During my interviews with former Secretary General of ACP Dr. Okello Odongo who was one of the initiators and the pushers of Lome’ Convention in the early 1980s & 1990s and Hon. Dennis Akumu – the First Sectretary General of Organization of African Trade Workers Union in 1996 by then being as a university don in Kenya, I could sum up the New Trade Horizon of Lome’ Convention as follows: - None of the options are problem-free, raising the question which, if any, are to be chosen as the future trading arrangement for Lome’ relationship. The Commission believe that some changes in those arrangements are necessary, not at least to ensure their greater conformity with the new rules of International Trade. The ACP clearly would like the existing arrangements, not ideal, to continue for, as the Deputy Secretary General of the ACP Group quoted that – the path to the ideal trade regime-like that to hell is paved with good intentions (1). Could this difference be solved and if so, how? There was no doubt that the difference could be solved as there would be a Lome’ V. The question of the precise trade arrangements contained in that convention was much more problematic. – The new atmosphere engendered by the WTO concerning the rules of International Trade make it evident that the new contention will be more consistent with those rules than the previous contentions. The existing contention has a waiver until the year 2000 and the maintenance of this option would require another waiver. As this would not constitute an improvement, in terms of consistency, some adaptation of the existing agreement is necessary. The minimum requirement would be to attain some element of reciprocity. Not all ACP countries are in a position to offer reciprocal concessions; of the list of least developed countries, only nine are not members of the ACP. If reciprocity is offered and free trade area are contemplated, such areas must be consistent with Article XXIV and with Article V of the General Agreement on Trade in Services (GATS), if the agreement extends to services.

The Development Cooperation with the countries of Africa, the Caribbean and the Pacific is mainly financed by the European Development Fund set up under the Lome’ Conventions, which now link the community with some 70 ACP States (2).

The EDF has been in operation since 1959 as the Conventions governing it are periodically renewed. The first EDF covered period 1959-64. This was followed by :

· The second EDF: 1964-1970 (First Yaounde Convention)

· The third EDF: 1970-1975 (Second Yaounde Convention)

· The fourth EDF: 1975-1980 (First Lome’ Convention)

-     The fifth EDF: 1980-1985 (Second Lome’ Convention)

-     The sixth EDF: 1985-1990 (Third Lome’ Convention).

The seventh EDF covered the first five year period from 1990 to 1994 which was provided for in the financial protocol annexed to the Fourth Lome’ Convention which was signed for a term of 10 years. It entered into force on 1st September 1991 after being ratified by the national Parliament of the Member States ; it initially came to ECU 10940 (including ECU 140 million for the Overseas Countries and Territories). For the purposes of comparision, the appropriations for the seventh EDF represent some 38 % of the total amount of commitment appropriations allocated to the Community’s external action between 1990 and 1994 (for example: the aggregate of subsection B7 and EDF appropriations) and almost 45 % of the aid granted to the developing countries over that period.

In a similar way the seventh and the eighth EDF are covered by the Fourth Lome’ Convention which was concluded for the twice the term of the previous conventions, i.e. for ten years from March 1990.

The forms of financial aid available under the EDF cover a wide range. Apart from subsidies for national and regional programmes and the allocation of venture capital (repayable aids), the EDF uses five more specific instruments towards the eve of 2000:

-Stabex, to offset income losses on exports of agricultural products by means of financial transfers.

-Sysmin to help mining industries in difficulties.

-Emergency aid, to provide special assistance in the event of disaster.

-Aid to refugees.

-Interest subsidies on loans obtained from the EIB.

Finally, one important innovation of the seventh EDF is Community aid for structural adjustment programmes in countries implementing economic reforms.

The answer to the question of how the ACP should be broken up had already emerged. Regional Integration efforts show seven regions; the Caribbean, the Pacific and five regions within Africa (Central, Eastern, Southern and Western Africa and the Indian Ocean).

Of these seven, the Caribbean and the Pacific members of the group should be encouraged to pursue regional integration and co-opertion options in their own areas. Existing trading opportunities would, as far as possible, be accommodated within the Community’s GSP. As the aid package would remain, Community efforts would be directed to those factors responsible for poor overall export and growth performance through the continuation of efforts to promote trade development and regional integration. For the least developed Caribbean and the Pacific countries, existing trade opportunities would be maintained through changes to the Community’s GSP to grant all such countries free and unhindered access to the Community Market. This would also be the basic trading Provision for the least developed African members of the ACP. For the remaining African States, reciprocity would be expected in the conclusion of bilateral free trade arrangements or regional co-operation agreements.

Accoding to the EDF, although a title has been preserved for it in Subsection B7 since 1993, this amount is not entered in the general budget but is financed by the contributions from the Member States and has its own financial rules: the level of EDF’s and the amount of direct contribution to the Fund by the Member States are decided by agreements within the Council on the financing and on the management of the Union aid. However, the agreement reached at the Cannes European Council in June 1995 on the amount and on the financing of the eighth EDF (3) (which would cover the Lome’ the four year-period of the Fourth Lome’ Convention) called for a contribution of ECU 160 million from the general budget. Although the Conventions and Protocols relating to the EDF are concluded for a given period, they don’t set a time for implementation.

The solution is not perfect but it does take into account the new International Trade reality facing the parties. The solution is not without its problems; notably in the area of the commodity protocols especially bananas, irrespective of the current problems in this area. If after twenty years of operation, ACP banana export remain uncompetitive on the Community market, perhaps time has come to end that co-operation. This sense of realism should also ensure that the new Convention marks the end of the historic links with the ex-colonies.

The ECSC operating budget for 1998, as adopted by the Commission on 23rd December 1997 (4). The ECSC budget expenditure was compose of the following components: (a) Social Aid; (b) Research Aid; (c) Interest subsidies on ECSC loans; (d) Additional social measures.

(a) In 1998 ECU 100 million was commited for aid  for the social redeployment of coal and steel workers under Article 56(1)(c) and (2)(b) of the ECSC Treaty (traditional redeployment and social measures in the coal and steel industry). This aid is an essential complement to the Community’s policy in the ECSC’s sectors. When permanent closures, cutbacks, or changes of activity lead to job losses; the Community attempts to mitigate the social repurcussions for the workers concerned through redeployment measures. It provides grants to compensate to compensate for loss of of earning resulting from these measures. The granting of this aid is conditional upon the Member State paying special contribution at least equal to the ECSC contribution. Social aid is granted under arrangement defined in the bilateral agreements concluded with the Member States (early retirement, unemployment, transfer, retraining and vocational training). ECSC social assistance may be granted over and above other forms of aid or loans granted under the Community Support Frameworks.

(b) In 1998 ECU 84 million was granted in aid for technical research in the coal and steel sector under Article 55 of the ECSC Treay. The main aims of the aid for steel industry research (ECU 56 million) are to reduce manufacturing costs, improve the quality and performance of products, promote and extend the uses of steel, and adapt production conditions to environmental demands. In the fields of coal research (ECU 28 million) the main aims are to lower production costs, raise underground and pithead productivity, improve safety and working conditions, safeguard new markets, above all, improve the use made of coal, with a view to better environmental protection.

(c) Interest subsidies on ECSC loans: On June 1994 the Commission approved new guidelines on the ECSC’s future borrowing and lending activities up to the year 2002 (when the ECSC Treaty expires) (5). 1997 therefore saw the end of interest subsidies on conversion loans granted under Article 56(2)(a) to encourage job-creating investments in regions affected by the decline in ECSC activities. However, the Commission intended to continue funding the ECSC conversion policy to the tune of ECU 30 million in 1998, and to implement it in accordance with Article 95 of the Treaty.

(d) Additional social measures: The 1998 ECSC budget earmarked ECU 30 million for restructuring the coal industry as the 1998 ECSC operating budget totalled ECU 219 million.

The High Authority (Commission) was empowered to raise the funds it required to carry out its tasks by imposing levies on the production of coal and steel. The levies were directed towards financing expenditure under the operating budget. In 1998, this revenue was estimated at ECU 55 million, ECU 84 million and ECU 5 million respectively. The grand total was ECU 144 million.

It was therefore necessary to draw ECU 75 million in 1998 from the provision for financing the operating budget which was set up as a precautionary measure in 1997.

The conclusions to be drawn from the ACP States and EU Legislations as per the Yaounde / Lome’ Conventions on advice on business strategy are as follows:

-The management structure should always be carefully thought out before any action is taken.

-Responsibility and expertise should be carefully and clearly matched.

-Staff communications structures should ensure that everyone knows what is happening and complies with consultation requirements.

-Those negotiating with representatives of firms from other countries must try to achieve an understanding of their normal negotiating stance and expectations.

-There must be great care that misunderstandings due to language difficulties are avoided since they can cause insuparable problems.

-It should be ensured that there is an understanding of any administrative differences which need to be ironed out to avoid later difficulties or even mistakes leading to fines.

-The  PLAN OF ACTION should be carefully drafted, but not inflexible.

-The ACP States should ensure that there is firm credit control to minimize late payment of debts, with buyers and sellers including agents understanding the enterprise’s requirements and producers.

1) The Courier (1997): No. 162 of  March-April 1997. pp. 20.     

2) EDF (1973): The first EDF was for colonies, referred to as overseas countries and territories (OCTs ).

They later became an independent and formed the Associated African States and Madagascar which concluded Yaounde I and II with the Community. With the accession of the United Kingdom in 1973, this was extended to countries of the Commonwealth and other independent African States, leading to the association of the ACP States and the Lome’ Conventions.

3) The eighth EDF totalled ECU 13 132 million, financed in accordance with the following scale: Belgium 3.8 %; Denmark 2.1 %; Germany 22.8 %; Greece 1.2 %; Spain 5.7 %; France 23.8 % ; Ireland 0.6 %; Italy 12.3 %; Luxembourg 0.2 %; Netherlands 5.1 %, Austria 2.6 %; Portugal 1.0 %; Finland 1.5 %; Sweden 2.7 % and United Kingdom 16.4 %.

4) OJ L. (1997):  353. 24.12.1997.

THE  DETERMINATION OF HUNGARIAN WETLANDS MACROECONOMIC POLICY STRUCTURE INDEX ON THE EFFECTS OF ADDITIONAL ENVIRONMENTAL PROGRAMMES 

ON SELECTED VARIABLES WITH SPECIAL ATTENTION TO THE COST-BENEFIT ANALYSIS
Preface

In the Mid 1998, I started this project of „Determination of Hungarian Wetlands Macroeconomic Policy Structure Index on the Effects of additional Environmental Programmes on Selected Variables with  Special  Attention to the Cost-Benefit analysis of Duna Szigetköz area and Kis-Balaton area” after finalising the project on the „Major Environmental ability of CEE Countries: Hungary, Bulgaria, Poland, Czech, Slovenia, and Slovakia” to assume accession of Membership on Green Policy to the European Union.

The macroeconomic index policy on the Hungarian Wetlands is a functional component of the development of appropriate economic and environmental policies to deal with biodiversity problems, which is thus hindered not only by problems of scientific certitude, but also by lack of understanding of  the driving forces underlying individual and collective human behaviour and the relationships among human behaviour and global change. A body of evidence emerging on land attempts to identitfy the social economics and political forces that determine landuse patterns and understanding of relationships between landuse and global environmental change (OJIMA et al. 1994). The formulation of the macroeconomic index  policy modelling technique is one of the total economic value of environmental contributions of this multidisciplinary Wetland research Programme in recognising the fundamental causes of landuse and land cover change which may originate far from the ecosystem, or even region affectected. Regional and local responses to these causes vary widely depending on available resources and on local political, social and economic conditions.

As one of the constraints that this raises for appropriate environmental wetland policy is the dynamic equilbrium level of „Scale Mismatch”, in which human responsibility does not match the spatial, temporal or functional scale of natural phenomena (LEE, 1993).

Adjustment of short-term, specialized human behaviours to account for their broader long-term ecological consequences depends partly on improved understanding of environmental consequences, but ultimately depends on Politics developing the institutions, management styles and policies that link individuals with their impacts on the global environment.

For future macroeconomic policy modelling techniques – the democratic systems will tend to be more self-corrective and thus more resilient, but also seem less willing to take tough decisions. More adaptive management styles may also imply greater democracy, or greater usage of human resources we have. As per the IUCN chief scientist expert JEFFRE A. MCNEELY (1997) - THE INTERESTING PARADOX IS THAT IN HUMAN ORGANIZATIONS, IF YOU WANT MORE POWER, GIVE IT AWAY.  Managers too often try to centralize to increase power and in this reduces the environmental capacity to use the distinctively human capacities that reside in their work in modelling structures of the total economic value of the assigned environmental phenomena. The macroeconomic index policy has been based on the KEYNESIAN modelling and VINTAGE technique method while the Environmental Economic Value is based on the concept of economic value whereby:

Economic Value = Use Values + Non-use Values

Non-use  Values = Existence Value + Vicarious Value + Option Value + Quasi-Option Value + Bequest Value.
In this way all the COST-BENEFITS from the Wetlands of Szigetköz and Kis-Balaton on environmental changes can be incorporated easily. Now that all work is done, I would like to thank some people who helped me with this project. First of all I thank Professor JANOS SZLAVIK (Deputy Dean of Environmental Economics Faculty of Budapest Technical University), Dr. TAMÁS KOSZEGHY (Hungarian Ministry of Water, Communication and Transportation), Eng. KOVACS  PETER (Hungarian Ministry of Environment), Professor MNATSAKANIAN UNEP, CEU (Central European University, Budapest) and the office of the World Bank (Reconstruction, Division of Environmental Economics) New York - W.D.C.
THE DETERMINATION OF HUNGARIAN WETLANDS MACROECONOMIC POLICY STRUCTURE INDEX ON THE EFFECTS OF ADDITIONAL ENVIRONMENTAL PROGRAMMES ON SELECTED VARIABLES WITH SPECIAL ATTENTION TO THE COST-BENEFIT ANALYSIS OF DUNASZIGETKÖZI AREA AND KIS BALATON AREA
                                                           OVERVIEW

The dynamic path of the Hungarian economy depends not only on the structure of the economy and policy rules to regulate it, but also on the environmental target trajectories which are soundly adopted to fit the accession to the European Union Membership. The transformation of the former centrally planned economies began in the two first 'PHARE' countries, Hungary and Poland. These two countries were the first in the transition to democracy, and also the first to benefit from the international community's involvement in the process of transition through assistance and advice. The macroeconomic stabilisation policy implies a package of  environmental measures, which are linked with the beginning of a structural wetland reform determining the index level. The agenda of the reformers has everywhere been based on a similar menu. But decisions had to be made as to the sequence and the speed of the chosen measures (BRUNO 1992, ECE/UN 1992, LIPTON 1991, MIZSEI 1993 and WINIECKI 1993). The stabilisation packages in Hungary usually consisted of the following measures: -Price liberation, through the reduction of subsidies, and the regulation of price fixing, going along with the liberalisation of domestic trade, -Balancing the Government budget, -Foreign trade liberalisation, -An incomes Policy aimed at stopping inflation, -A restrictive monetary policy and -Devaluation of the domestic currency bringing down to the market rate, with differences among the countries as to the subsequent determination of the rate of exchange (CALVO et al. 1991, NUTI et al. 1993 and MCKINNON 1992).

The institutional transformation of wetland environmental technology in economies in transition is governed above the question of restructuring the ”Green Policy Network” of institutions in the public and private sectors whose activities and interactions initiate fiendly import, modify and diffuse new technologies (FREEMAN 1987).

The aim of the determinative research survey of  wetlands reduction variables is to suggest coherent macroeconomic policies for the sustainable utilization and management of the natural resources of the Balaton, Tapolca, Hortobagy, Duna, Tisza and their tributaries. In order to achieve this it is necessary to develop a Wetland strategy for the biodiversity value index identification, protection, management and restoration/revitalization of important nature property conservation areas, with special regard to their environmental quality and their ability to support economic activity for the benefit and welfare of local communities and regional, national and international concerns (BARTON et al. 1995, IUCN-1991a, 1995b, MACGILLIVRAY et al. 1995, MCNEELY 1997 and UNEP 1997).

According to the World Conservation Congress in Montreal in October 1996 the three pillars of Hungarian Wetland Programme in the 21st Century can be classified as follows:

· Monitoring biodiversity species and ecosystems. 

· Macroeconomic Analysis and dissemination of wetland environmental management policies and instruments.

· Environmental assessment advisory and mediation services of Hungarian Wetlands. Key wetland services would include independent environmental assessment of complex/ controversial issues (Nagymaros dam construction to ornamental alluvial microinvertebrates cell trade if any snails remain), advisory services to international agreements included in the Environmental Law Service, SSC/CITES WORK AND SUPPORT TO THE CONVENTION ON BIOLOGICAL DIVERSISTY and Wetland harmonisation (BRENTON 1994, DUCHIN et al. 1994 and  MEADOWS et al. 1992).

ARROW et al. (1992) says that all wetland indicators are that biodiversity is being lost at a global scale, through human activities may increase,maintain, or diminish the diversity genes, species, or ecological communites at the local level. The researcher suggests, that the macroeconomic policy index level depends on the loss of ecosystem resilience through reductions in biodiversity as follows:

-The loss of resilience may imply an irreversible change in the set of options available to humans (for example through soil erosion, depletion of ground water reserviours, desertification, and loss of biodiversity).

-Discontinous change in Wetland ecosystem functions as the system flips from one equilbrium to another could be associated with a sudden loss of biological productivity and thereby reduce the capacity of friendly ecosystems to support human life.

Discontinous and irreversible changes from familiar to unfamiliar states increases uncertainities associated with the environmental effects of wetland human mechanism activities (BOTKIN 1990, BERNSTEIN 1995, CONDIT et al. 1992, PICKETT et al. 1992 and HOLLLING 1992).

The present economic situation in Hungary is that GDP was stable in the first half of 1996, following the growth of 1.5% in 1995. Twelve month consumer price  inflation had fallen to 21%, from 30 in June 1995. Although consumer confidence was very low it had been improving and business expectations were positive in balance. Industrial output was upto 2.5 % in the year to September 1996, while aggregate investment was flat over the same period, reflecting declines in public investment and moderate private investment growth. There are indications that investment is now picking up. Net exports, which improved substantially in 1995, have continued to strengthen and the current account deficit is estimated to have fallen to 3.9 % of GDP in 1996.The fall in employment has been accompanied by nearly identical fall in labour force with the result that unemployment rate has been broadly stable at 10.5 %. The 8 % import surchage intoduced as part of 1995 stabilisation plan generated approximately 2 % of GDP and contributed strongly to slowing imports in 1995 and 1996 and a diminishing trade deficit.The surcharge was lowered to 6 % by October 1996 and was completely withdrawn by mid 1997. The environmental buoyancy of buisiness investment in 1998 has resulted from the high rate of return on capital and the end of the period of uncertainity following the elections, while Wetland enhancement will benefit from improved credit terms by European Union Funds (KUMIRA et al. 1996, OECD 1996, EBRD 1997 and UNCTAD 1998).

PHARE (1995) and UNCED (1997) stated that the CEE countries would utilize approximately USA-dollars 300 billion for the enhancement of environmental strategies by the year 2010. The International Financial Intermediaries, Donors and Phare would contribute 7 % of the total imbursements. Phare's contribution to the CEE countries in developing new strategies and institution will be the provision of the following:

-Continued macroeconomic policy support in establishing and strengthening environmental funds and eco-banks.

-Continued support for technical design, feasibility studies and for start-up capital financing of Wetlands (WORLD BANK 1995 and EBRD 1997). -Further support to widen the environmental wetland revenue base and to improve revenue collection systems. -Support for new variancial mechanisms in the Hungarian wetland environment.

The current changes in approaches to environmental policy since the 1972 Stockholm Conference, the number and scope of International Environmental Policy responses have increased significantly. Initially, the established global planning frameworks usually had sectoral nature. Examples of this include the United Nations Plan of Action to combat Dessertification (1977), the World Conference on Agrian Reform and Rural Development (1979), the World Conservation Strategy (1980), the World Soil Policy (1982), and the Wetland Tropical Forest Action Plan (1984). Under these global programmatic frameworks, the national Wetland macroeconomic index model techniques on actions, plans, strategies and policies can be analysed from the KEYNESIAN, VINTAGE and ENVIRONMENTAL TECHNOLOGY ENGINEERING model  principles.

According to RICHARD NORGAARD (1995), HR (1995), and the JOINT DECREE 3 / 1974 of the National Planning Office and the Minister of Finance on Investment, Budapest the development of the framework for the economic appraissal of development projects and the ways in which economic analyses were used in the project approval had another history within the CMEA. The strengths and weaknesses of the framework for project appraissal used in the economic analyses of GNBS - the above joint decree directed that each project must have an investment proposal and that a D-index must be calculated and presented in the investment proposal. The D-index is approximately equivalent to the ratio of benefits  and costs. Thus one might suspect that the use of the D-index would parallel that of a benefit-cost ratio in International practice where a project with a benefit-cost ratio of less than 1.0 is considered uneconomic. The joint decree, however, did not stipulate that the D-index should be greater than 1.0, leaving the significance of the index in practice vague.

The joint decree also  provided guidelines as to how the calculation of the D-index should be undertaken so as to assure uniformity in the analyses of different projects. These guidelines provide interesting insights into the weaknesses of the modelling approach, costs will rise, demand will be constrained, and output and economic growth will be depressed (ROLEN PALAN et al. 1996, UNCTAD 1997 and UNEP 1997).

Firms respond to environmental regulations and mandated expenditures in several ways: -Their investment in pollution equipment may compete with other investments in plant and equipment, lowering that investment so that labour has less capital with which to work. Its output is thus lowered. -The level of capital investment and intensity may be excessively high because wetland pollution control regulations tend to be based on engineering standards. That is, they are intended to curb pollution regardless of cost, rather than relative to performance standards, which do take into account cost-benefit ratios. -Regulations are more sever for new sources of pollution,the result of this uneven treatment may be to encourage firms to retain older plants and equipment rather than introduce new equipment and technology. -Regulations are also uneven in their treatment of fast-growing in contrast to slow-growing industries, they tend to be less strict with the latter, to avoid layoffs and plant closings. They therefore restrict areas wth high potential for economic growth. -The labour required to operate and maintain pollution control equipment does not contribute to saleable output, nor do the efforts required for paperwork and legal formalities of compliance. -The attempt to prevent deterioration of unpolluted areas means that construction of new plants in certaian areas is prohibited or that new plants are forced to locate in less productive areas.

As the above factors affect costs, output, employment, productivity, prices, and hence the balance of trade, this macroeconomic research survey evaluation report examines the impact of wetland environmental expenditures on those variables. Whether government environmental protection regulations have or have not constrained economic performance is an emprical question that can be addressed with an emprical framework. Economic responses to regulation can be analysed by utilising an appropriate emprical model and accurate data. A standard technique for accomplishing that analysis is macroeconomic modelling technic-made, urban and rural. (See figure 1.) (DOE, 1993).

There are many reasons why one might conclude that wetland environmental programmes and regulations have retarted economic growth. For example, government regulations intervene in market processes, altering the profit-maximising decisions that firms must make. If regulations cause a producer to spend more money –or use more inputs– to attain the same level of production which prevailed before the regulations went into effect (1992, OECD 1978a, and OECD 1997b).                                                 

1.0. INTRODUCTION

According to BARTON et al. (1995), GRIGSON (1995), GOODLAND et al. (1991) and UNESCO (1991) the requirements of a valid approach to environmental property capacity are quite intimidating. It is recommended that the process should involve a specific study based on a comprehensive inventory of the wetland environment and an area of study wide enough to embrace the environmental capacity of possible  alternative development locations. The econometric study should be systematic, structured, clear, and full documentations should be publicly available.

The comprehensive approach centres on appraissal framework which relates elements of environmental stock to nature and level of development impact. The framework is comprehensive in relation to the environment, includind physical, ecological and perpetual aspects, natural humand reshaping nature, the mantenance of biodiversity was ignored. The only aspects of these environmental projects were the fiscal policy technical problems. The researchers dealing with the problems relating to the biodiversity were not given proper opportunity to express their scientific views at given forums. The only accepted role for the state nature conservation was the management of nature reserves.

Due to the above consequences there has been serious decline in Hungarian Wetlands. Lakes Balaton and Velence, which are the largest lakes in the country, were used exclusively as the targets for ecotourism leisure programmes. Approximately 90 % of the natural coastline of these lakes was lost without clear macroeconomic policy plans for the preservation of the endangered flora, fauna and microinvertebrates. All the major rivers have been regulated and almost lined with artificial paved concrete dykes, leaving no reedy swamps for microfiltration during floody seasons.

Aquaculture farming in Hungary has made great lakes and marshes to be converted into intensive fishing waters, or fish farms. Agricultural policy has been directed towards increasing the proportion of arable land through drainage and most of the many marshy tracts have become victims of this policy. The shallow sodic lakes, which were once typical of the Southern part of the Great Plain, have lost their special sources as result of the lowering of the water table. The dwindling changes in water level have caused chronic drought and it is now very common to find lakes which are completely dry even in spring months. Detailed research is being done to obtain data on these changes as the existing national statistics do not contain any information on changes concerning natural values.

2.0 LOSSES OF HUNGARIAN WETLAND'S HABITATAS AND POSSIBLE CAUSES

As per the literature of BADOCK (1990), RAKONCZAY (1990) and IUCN (1991) serious losses of wetlands have occured in the recent decades in Hungary. The main reason of this had been the existence of a very powerful technocratic water conservancy lobby. This autocratic lobby carried out the functions of providing drinking water, draining agricultural areas, irrigation and other environmentally friendly activities beyond reasonable limits. Their chief concern was the justification of their own activities. In order to maintain an artificially high budget, further investments were initiated in projects such as amelioration programmes, irrigation schemes, large scale canal construction, calculation of territory size, artifical water river, stream bed and water reserviour creation. As a result of the former centralised planning direction and distribution of funds, it was possible to enforce these interests. Since the overall policy was directed towards conquerindane (DICKEN PETER 1992).

2.1.O EXPANSION OF MAN-MADE WETLANDS

Ther are approximately 50,000 hectares of artificial wetland in Hungary. More of than 50 % of these have been created in recent decades as a result of the construction of reserviours,fishponds,gravel pits,peat quarries and temporary paddy fields. The price of the construction of reserviours has been the destruction of the rich riverrine forests which used to grow on the flood plains of rivers and back waters.The peat extraction has led to the destruction of marshy tract.

2.1.1. Advantages and disadvantages of the expansion of man-made wetlands

According to IUCN (1991a, and 1996b) the studies which are necessary to determine which habitats and species have had to pay the price for existence of new, artificial habitats, have not yet been carried out.It is clearly unrealistic to maintain the original, nature-like conditions but it is reasonable to expect the sysematic conservation of biodiversity. The land vertebrates, which is the best known group of species, provide the clearest examples. Habitat selection has been studied for numerous threatened species which are highly sensitive to the change of environmental conditions.

The afforestation of lowlands often resulted in the decrease of both wetlands and dry grasslands. The strictly protected species of sandy and sodic pusztas, and strictly protected species of plantation of poplar, pine, Robina and oak give a clear indicative comparasion. Large scale afforestation destroys the habitatsof numerous strictly species, while only species, the roller Coracias garrulus, benefits. Another indicative comparision is between the protected species which are disappearing from riverine forests, backwaters and marshes and the number of species which are colonising the large reserviours which have replaced these habitats. The new reserviours are clearly unsuitable for the species already listed, although they do provide a feeding habit for migrating species in spring and autumn.

The third effect is the replacement of sodic lakes by fish ponds on species diversity, that is the comparision  between the strictly protected species of sodic lakes annd the strictly protected species of fish ponds.The new habitat is suitable for the threatened species which have been displaced from marshes and elsewhere, and is beneficial to the survival of populations of these species. However, the species which are displaced by this process have no such alternative as their existence depends on the shallow sodic lake habitat.The Wetland study to examine the natural habitat value is very crucial and time is ripe to take this into consideration before altering the environment through superflous changing patterns of landuse (MADAS 1985, SZOLLÁTH et al. 1991, SEREGÉLYES et al. 1992 and UNEP 1997).
3.0. CRETERIUMS FOR THE SELECTION OF WETLANDS OF ENVIRONMENTALLY SENSITIVE AREAS (ESA)
The creteriums for the ESA are as follows :

1) The area should be of national environmental importance.

2) The ecological state of the area should largely depend on the adaptation, maintenance or extension of a particular form of farming practice.

3) Possible changes in farming practice would impose a major threat to the environment of the area.

4) In some wetland cases, the area would become a well functioning buffer zone to reserve of high conservation value, or of international importance which is endangered by farming practice on the surrounding areas.

The Hungarian regions proposed for designation as ESAs, are classified as follows:

               1) The Karst areas

               2) The lowland  fresh water supply areas.

3) Areas with priincipally extensive landuse practice and regional fresh water supplies.

4) Lake Balaton region.

  5) Saline plains and wetlands in the Danube Valley

6) Western part of the high land:-lowland between the rivers Danube and Tisza.     

7) The areas around larger reserves: -These all lie in wet lowland areas, and three landscape reserves in hilly areas of Transdanubia.

4.0. IDENTIFICATION OF THE MOST SERIOUS THREATS TO WETLANDS
The basic threats are changes in land use,canalization and other drastic wetland management, changes in dynamic farming methods and the use of chemicals.

The short and medium term threats:

-Biased technical management.

-Artificial shaping of banks by the construction of dams and dykes

- Excessive water consumption and lowering of the water table.

-Melioration.

-Drainage.

-Intensive farming, -Angling, -Reed cutting and burning.

-Conversion into artificial wetlands, including fish ponds and  reserviours.

-Infiltration of fertilizers and pesticides.

The long term threats:

 -Drainage,

 - Habitat fragmentation, 

 -Tourism and water sports.

-Water pollution and eutrophication.

The most endangered areas are as follows: Marshy lakes, Marshy tracts, Sodic lakes, Marshes, Backwaters.

As the World-wide concern about the environment,greater emphasis is being placed on environmental sustainability as an important criterion for sound natural resource management. More attention is being given to inter-generational equity and the role of discount rates in economic evaluations. At the World Bank, this growing interest in environmental issues over the past decades culminated in November 1989 in the issuing of the environmental assessments operational directive (EAOD), which makes environmental impact assessment mandatory for all Bank projects. Thus environmental analysis of KIS-BALATON and DUNA SZIGETKÖZ Areas have been elevated to the same level of importance as the three variancial aspects of project evaluation :-financial, economic, and technical analyses. The valuation of endangered environmental impacts takes on added urgency in this research survey (ERNST LUTZ and WORLD BANK 1993).

4.1. FRESHWATER COMMUNITIES
The main habitats include floating pond weed and hairweed associations, such as that of duckweed, Lemna spp., and the submerged water-soldier, stratiotes aloides, and association between rooted pondweed and reed grass. The species of paramount importance in the group are Nymphaea alba, Nuphar lutea and Nymphoides peltata. These have a high esthetic value and are generally found in the large oxbow lakes near the rivers Danube and Tisza. The water chestnut, Trapetum natantis, is experienced on the eastern part of plain. These species are commonly retarted by the environmental increase in the siltation and eurotrophication of shallow lowland lakes such as oxbows.

4.2. MARSHY   AND    MARSHES   MEADOWS

The reds of an eastern, continental type (Scirpo-Phragmitetum austro-orientale) contain a number of characteristic floral elements such as Urtica kioviensis, Chrysanthemum serotinum, Glycyrrhiza echina and Cuscuta australis. In the wetland shallow depressions and around the semistatic flat ponds are found Bolboschoenus martimus and Schoenoplectus tabernaemontani. The floral elements are often influenced by the species found in the surrounding marshy meadows-Puccinellia limosa, Bolboschemus and Aster tripolium ssp. pannonious. Some of the marshy meadows found on alkaline soil have a tussock character (Agrostidetum stolonifererae, Agrosti-Beckmannietum). The marshes and marshy meadows communities are usually experienced on the dunes of sandy areas of Kiskunság and Nyírség.

4.3.MOORLANDS OF LOWLAND TYPE  (FLACHMOOR)

The important plant associations found in these meadows include Schenetum nigricantis on the western part of the plai,the communities of sedges, such as Carex gracilis, C.acutiformis and C.vulpina, and Eriophorum latifolium, which are found mainly on the north-east of the plain, and the tall grass moor-like meadows of Molina caerulea. The moorlands are often mosaic complexes of meadows, scrub like formations including Calamagrosti-Salicetum cinereae and fen forests including Dryopteridi-Alnetum and Betuletum pubescentis. The moorlands of the Nyírség, Bereg-Szatmár or eastern Hungarian plain have in particular, prserved numerous glacial and early post glacial relic-like species such as Trollis europaeus, Potentilla palustris, Angelica palustris, Menyanthes trifoliata, Ligularia sibirica and Calamagrostis neglecia.

4.4. PEATLANDS (RELIC-LIKE PEAT BOGS AS ECOLOGICAL ISOLATES)
These are found on the Bereg plain in the north-east, which is influenced by the cool humid climate of the Carpathians. In the former oxbow lakes there are only transitional peat bogs.The peat is formed by some of the Sphagnum species such as S.palustre, S.recurvum and S.magellanicum, and other moss species such as Polytrichum. The emerged clumps of Sphagnum provide typical micro-habitats for Oxycoccos qudripetala and Drosera rotundifolia. The tufts of Eriophorum vaginatum usally have a tussock-like structure. Large marshes of Potentilla palustris are often experienced in the wet marginal belt of the peat bogs. Mature peat bogs are usuall overgrown by scrub and trees including Salix aurita and Betula pubescens (HUDEC et al. 1993, and ODHIAMBO MOSES 1997).

5.0 THE  JUSTIFICATION OF THE SZIGETKÖZ–KIS-BALATON PROJECT COST-BENEFIT ANALYSIS AND THEIR CHARACTERISTICS ON THE MACROECONOMIC STUDIES ON HUNGARIAN ENVIRONMENTAL  PROGRAMMES

According to PEARCE (1993), KENNETH BOULDING (1993), MUNASINGHE (1993), SÁNDOR KEREKES, JÓZSEF KINDLER, MÁRIA CSUTORA, LÁSZLÓ ZSOLNAI (1994) and PHARE (1995a, 1996b). The main purpose of the economic analysis of the SZIGETKÖZI and KIS BALATON projects was to ascertain whether the projects could be expected to create more net profit than any other mutually exclusive option, including the option of not carrying the project out.

The measuring of the environmental costs and benefits consisted of four principal tasks:-Determining the physical impacts and relationships. -Determining their monetary value. -Discounting. -Assessing risk and uncertainity.

After the physical effects of the projects and policies have been determined and, where possible, their monetary value estimated, the next step in analysis is to calculate the rate at which the cost and benefit streams are to be discounted, as is commonly done in cost-benefit analysis. In many of the rearches, it is suggested that lower discount rates should be used for environmental projects in the long run benefits. If they were used, the ecologically sound activities would pass, the cost-benefit test more frequently, with the result that a larger number of projects would pass the test and thereby put additional stress on the environment.

Risk  has been counted as cost in expected  value formations, but uncertainity has been treated with caution-if one could not see very far ahead, slow down. 

The main aim of the Szigetköz cost-benefit analysis is to monetarily evaluate the long term effects of the project including the depreciation of the natural capital. Here the main essence is to estimate the total economic value of the project.

The main final objective of an economic valuation of Kis-Balaton is to justify the project from an economic point of view – that is to pursue the following objectives for the success of the project:

- Give a short description of the project relevant socio- economic situation within the area affected by the KBPS.

-Determine and compare the economic costs of the three technical scenarios over the observation period.

-Point out the cost-effectiveness of the three technical scenarios of the project in order to be able to judge which one might be both the most appropriate technical and economical solution to reduce the nutrient loads entering Keszthely basin.

-Determine the most important project benefits and their development over the observation period.

-Calculate the cost / benefit efficiency of the technical scenarios in the form of economic internal rate of a return and net present values by taking into account different possible developments of both costs and benefits. 

See map 1: Status quo of the Gabcikovo dam system and the Danube floodplains.

The Lake Balaton region is part of 3-TransDanubian counties surrounding the lake, which are Veszprém (4,639 km2) in the North, Somogy (6,036 km2) in the South and Zala (3,784 km2) in the West. Together they represent 15.5 % of the total area of Hungary (93,030 km2).

The 3,445 km2 (235 km lakeshore) large Lake Balaton recreation district comprises 148 communities, of which 41 are classified as lake side and 107 as background communities. The three areas can be defined as the project zones of the three technical scenarios and their economic and environmental impct outcomes:

- Zala catchment as the area where all additional measures concerning water treament would take place (technical scenarios 2 or 3).

- Keszthely Basin, in which the background the Kis-Balaton marshlands are located, seems to be the main beneficial area and is therefore defined as the project zone of the basic scenario.

- Lake Balaton recreation area as a whole, which will probably gain a real improvement of her damaged image as a recreation area providing high environmental standards.                                                                          

5.1 Environmental programmes and types of pollution control programme

1) A comprehensive programme of measures taken for environmental protection purposes,either in the form of specific legislation, or as a projection of certain proposed measures. This is the base environmental programme.

2) The intensification of the base environmental programmes. Here the pollution control expenditures can be assumed in relationship to GNP, and the lower limit analysed for the base environmental programmes. 

3) These are programmes reduced from those implicit in base programme. This reduced programme can be analysed in the case-study, where the incremental pollution controls are set to diminish by the diagnositic percentage value per year from the base year to the final year.

The Kis-Balaton pollution programme is composed of :- DP- potential of soil in Zala Watershed, -Erossive soil catchment areas of Zala Watershed, Phosphorus accumulation in arable soils, -Discharge and loads, TP-, BAP- and TN in retention reserviour.
5.2. Range of Assumptions Considered

- The macroeconomic conditions prevailing during the period investigated.

- The type of industry affected by pollution and the affected reclaimed lands.

- The nature of compensatory economic policy measures undertaken.

- External factors have been always neglected in the past, but these should now be internalized.

-Management of natural resources efficiently in formulating a pratical strategy for sustainable development.

- Sectoral  Effects.
The distinguishment of open and sheltered industries on the impact assessment of wetland environmental programmes. Sheltered industries are those which do not face foreign competition, and which can pass fully the additional pollution control costs,while open industries are the ones which are faced with foreign, and in which there could be no passing on of in costs.Where full passing on of costs is assumed through out the economy, prices are aligned with national prices in the open sectors, which measures equal levels of environmental costs to exist in Hungary.

5.3. THE MACROECONOMIC CONDITIONS  OF ENVIRONMENTAL ANALYSIS OF POTENTIAL DUNA SZIGETKÖZ AND KIS-BALATON (KBPS) IMPACTS

The Nagymaros site, with its visual impact on the Danube Valley and potential impact on water supply wells, has been the main cause of public concern in Hungary and among environmental groups in neighbouring countries. The Dam complex almost resulted in partial dewatering of 25 km of the Danube channel, between the barrage and the outlet of the tailrace where the diverted river regains its course. The internationally important wetlands lie in this section of the original channel. 80 % of the fish spawning activity in the Hungarian reach of the Danube occurs here. Beneath the Dunakiliti Reserviour, the concrete diversional canal, and a portion of the dewatered Danube channel, lies one of Central Europe's largest and largely untapped aquifers, sufficient to supply about 3 to 5 million people per day. Immediately below the south side of the Danube lies the SZIGETKÖZ REGION of Hungary. This is a major agricultural region that draws upon the Danube/aquifer complex for irrigation and drinking water.

The macroeconomics effects of the Eco-tourism around Kis-Balaton area will be assumed to affect pollution investments. Between 1989 and 1993 the total number of registered tourist nights at Lake Balaton decreased by 47.7 % (1993:3, 741, 413). The share of international tourists in 1993 was 84.8 % (Central Statistical Office 1995).

The KBPS assessment of potential environmental impacts was carried out as per the phases of planned project broken down according to the environmental media. The realisation of the project had two main phases:

-a constructional and an operational phase. The operational phase with regards to nature conservation was further divided into a trying period and operational period. The macroeconomic environmental analysis was composed of:

- air, earth, wildlife, water, built objects, landscape, built environment and human environment. There was a seven-category assessment system as follows:

Positve: improving, new value creating
Neutral

Negative: tolerable, stressing, damaging, destroying.

See the analysis of the potential impacts on the KBPS-IMPACT MATRIX OF THE PROJECT and the KBPS-results of environmental analysis tables attached. Air quality is due to change fovourably by the creation of new water surfaces, by higher evapotranspiration and by the afforestation contemplated Soil impacts will be due to tolerable affectations during the construction and maintenance period. The experienced impacts of operational changed landuse, controlled water-and grouind water conditions, and appearance of new water surface are favourable in their majority. The erosion caused by wave action is considered acceptable, while the risk of leaching detrimental substances is a negative impact.

The major changes in water situation composed of large water surface,greater depth, wave movement, quality improvement and possibility of control will be favourable. Higher rates of erosion and evaporation are classified negative tolerable impacts,while substances entering from the groundwater and regular pumping of undrained runoff are potentially negative impacts. As per the executive expertise opinion on the Wildlife- Biodiverisity is very contraversial. In this context the creation of the habitat for migrating and overwintering birds, and the contemplated afforestation along the banks are considered positive. The introduction, or lifting of streams and canals from surrounding areas to the reverviour is expected to cause adverse impacts. Changed land-use, the appearance of new water surfaces, the raised water level, the changes in flow, water quality, light- and evaporation conditions may have positive and negative impacts. Controlled water conditions offer advantageous opportunities positive.

As per the environmentally built objects, the possibility of controlling the water regime is considered beneficial, while potential erosion and rarely high water levels affecting the internal catchment embarkments are adverse. The bult environment directly affected by the project is the farm of Kápolnapuszta. The changes in land utilization does not infringe upon any community interest.

No matter, whatever, the public say from the environmental technocrat's point of view the appearance of new water surfaces and the possibility of controlling the water regime are likely to change the aesthetics of the panoramaic landscape beneficially,both improving and acceptable impacts are statistically prognosticated in the environmental-ecological processes.

TABLE 1. TYPE OF POLLUTION CONTROL PROGRAMMES COVERED IN THE STUDIES OF SZIGETKÖZ AREA AND KIS-BALATON AREA

Area               Water                 Air                       Solid                        Noises               Biodiversity

                       Pollution             Pollution            Wastes                                         Impoverishment

Szigetköz        Yes                    No                       Yes                          Yes                        Yes

Kis-Balaton    Yes                    Yes                       Yes                         Yes                        Yes

5.4. CONCOMITANT PUBLIC POLICY MEASURES

The Hungarian study examined the effects of indexation versus nonindexation of wages in response to domestic price increases due to environmental programmes. For a more thorough macroeconomic policy study  a variant should be included which investigates the effects of a more stringent monetary policy, used to control the indexation as in the USA ENVIRONMENTAL POLICY OF 1982. 

According to DROPPA GYÖRGY et al. (1997) the Hague-judgement-the building of the Gabcikovo-Nagymaros system and the operation of the Gabcikovo power plant seriously harmed the unmarchably valuable ecosystems of Szigetköz and saving its remains depends on the joint decisions to be brought forth in these EU-negotiations. The last big potential aquifer of Central Europe is found in this region. Therefore the main issue of the negotiations should be the fate of the Danube-water and the effects of Eco-tourism in Kis-Balaton area.

The industrial areas of pollution which need to be checked out are concentrated  in the towns of Veszprém, Kaposvár and Zalaegerszeg. A large shipyard is located at Balatonfüred, where watersports in the West European countries, this industry would benefit from the development of high quality tourism, but the micro-elements and the oil spils on the lake needs to be cautiously taken care of.

6.0. METHODOLOGY

6.1. MACROECONOMIC MODELLING TECHNNIQUES
According to CAGAN 1956, TOBIN (1982), BRITTON (1983), DAVIS (1987a,b), OECD (1987), EDISON, MILLER and WILLLIAMSON 1987, CROCKETT and GOLDSTEIN 1987, MCKAY 1987, COURAKIS (1988), NIESR 7 MODEL (1989), MARTIN WEALE, ANDREW BLAKE, NICOS CHRISTODOULAKIS, JAMES MEADE and DAVID VINES (1989), and WORLD BANK (1997) all the wetland research surveys used KEYNESIAN econometric models to calculate the macroeconomic impact of environmental programme indicators. The time examined vary, however, as do, the range of direct and indirect effects considered. As per TWEEDE KAMER (1980-1981) sometimes a special dynamic model uses a „Vintage”-approach to determine productive potential as in the Dutch Environmental study of 1982. Constant technological coefficients are assumed in such cases for each vintage, but the coefficients change from vintage to vintage.

The macroeconomic models usually work from the top down, a system of aggregate relationship specified and the ways in which such a policy change may affect one or more important variables in the system identified.

Macroeconomic models, usually based on some form of KEYNESIAN economic theory, start by estimating aggregate variables, such as Gross Domestic Product (GDP) or total employment. They also break the variables down into  the component parts. GDP, for example, can be broken down into consumption, investment, imports and Government spending are in turn linked to such variables as income, interest rates and profits. Relationships between industries often described by an input-output matrix, and the level of employment determined by the demand for labour from the productive sectors, and by amount of labour supplied by various categories of workers. The model include a financial sector, and sets of estimated equations, to show effect on prices of changes in production costs and the amount of utility capacity (TAYLOR 1993 and WORLD BANK 1997).

Those are the general components of the Keynesian models. Two procedures needed to set them into motion to simulate the effects of a changed wetland environmental policy. The first  procedure is to identify the exogeneous factors that will be affected by the regulation. These are the factors of public and private spending, and the level of the world trade. In expenditure we could list the purchase of abatement equipment by private firms, and by the Government spending on wetland pollution control. The summations are then estimated for various years, and then entered into the model as part of change in exogeneous investment.

The second procedure affects the internal structure of the model in the policy to be analysed which changes some fundamental relationship within the model, then a concomitant adjustment must be made in the way the model works. For example, if the purchase of wetland pollution-abatement equipment does increase output, then the basic input-output relationship is changed and be reflected in the structure of the model.

It implies and is implied by the fact, that once the exogeneous variables are specified and the necessary adjustments made, the model is solved to present a picture of how the equation operates over a specified time in the presence, then in the abscence of environmental policy measures. Where presence technically means that the SIMULATION included spending and other changes resulting from the regulations. Where absence means that the SIMULATION does not include those elements, and the difference of the major variables are interpreted as the measure of the effect of regulations (BUITER 1980, CEPREMAP 1980 and DRI 1981).

According to TOBIN (1982),  THE MAJOR AND OBVIOUS LIMITATIONS OF MACROECONOMIC MODELLING ARE THE AVAILABLE DATA which must be moulded to fit the model, basic relationship not really known, and some of the effects reflect jugdements as we analyse. The research survey will examine the results of the models from the Hungarian Environmental Variables in the Wetlands and deal with the limitations at a greater length. 

ROBERT COSTANZA et al. (1997) calculated the value of the World's eco-system services and natural capital. The services of ecological systems and natural capital stocks that produce them are critical to the functioning of the Earth's life-support system. They contribute to the human welfare, both directly and indirectly, and therefore represent part of the total economic value of the planet. Hence in the evaluation of the two significant Hungarian wetlands of Szigetköz and Kis Balaton, the methods applied are as per the relatively used by the World Bank  and other UN and EC-experts (MOHAN MUNASHINGHE 1992, KERRY TURNER, DAVD PEARCE and IAN BATEMAN 1992).

The Hungarian JOINT DECREE OF 1974 provided the guidelines as to how the calculation of the D-index should be undertaken so as to assure uniformity in the analyses of different projects. Where the D-index is defined as follows: 
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Where :-  J    = Net income in year i (annual revenue minus annual noncapital costs)

                i

                E   =  Complementary investment costs (cost of additional projects) in year i pi

                E fi = Development costs in year i

                E   =  Remaining value of assets at the end of year 15.

                m

benefits to costs, and internal rate of return (LITTLE and  MIRLEES 1995). The D-index is not equivalent to any of these internationally used criteria, yet it does have some of the properties of the international criteria. Some of the weaknesses, however are in how the D-INDEX WAS USED RATHER THAN THE STRUCTURE OF THE FORMULAR ITSELF (NOORGAARD 1995).

From the environmental technology point of total economic valuation, the following modelling  techniques are considered useful, where necessary.

The Lease Payment - L  = Ck +I+ ( k ( 1-C )r,

where k = value of natural capital

                       C = rate of natural capital deterioration through use

                                    I = insurance premium paid to future generations for the          

                                                                                    risk of depleting natural capital

                                    r = interest rate

                                   ck = depleted value of the natural capital

                                   k ( 1-C) r= return on the non-depleted value of natural capital (SUSTAINABLE DEV. JOURNAL vol. 4. No.2, Aug. 1996).

As per  MOHAN MUNASINGHE (WORLDBANK, 1993 ) - The Hedonic price method has been suggested

Iái =Aá+b1X11+b2X12+.....+bnXin,

Where        Iái = the market price of the given real estate

                   Xin = factors influencing the price of a real estate (e.g. availability of utilities, density of houses, transport situation, neighbourhood, the quality of the environment etc.)

                    Aá = basic price of real estate.

                     bn  = importance of the n-th characteristic, which influences the price.

The multi-variant linear regression model can often be resolved if the characteristics are selected appropriately and if a sufficient number of observations are carried out.

TERRY TURNER, DAVID PEARCE AND IAN BATEMAN (1992) Suggested a) the contingent method and  b) the travel cost method. The contingent method is used in assessing the natural environment by asking the public how much they are willing to pay for a particular benefit (e.g. recreation at the friendly free environment), or the opportunity cost, that is how much compensation they demand about the deterioration of the environmental quality. The purpose of questioning is to identify a reasonable price which would develop if a real market existed for the examined element of the environment.
The Travel Cost Method is very much preferred in evaluating the environmental resorts. Time dimension has a monetary value, if an entrance fee is to be paid for entering a resort and travelling expenses. It can then  be visualized of how much it costs to visit a park. A questionnaire data forms for the visitors will depict a demand function which would serve as a basis for evaluation investigations.

In modelling technique it is highly recommended that the SZIGETKÖZ-area be leased to a private firm to generate more income to the government and at the same time the Governmental Environmental Regulation be strict enough for the leaser to initiate friendly and pollution free atmosphere which does not hamper the biodiversity  and thus enhancing tourism within the Danube area.

The Dose-response approach applied to the estimation of some user benefits can be described as follows:

- Realisation / no realisation of the project.

- Improvement /worsening of environmental component quality.

- Improvement /worsening of opportunities for environmental component related activities and image of the reasearched region.

- Delayed user reaction (e.g. tourist figures represented by the tourist visiting nights).

The benefits can be expressed depending on their behavioural nature as follows:

- Actual project benefit.

- Actual saved costs.

- Willingness to pay.

In the cost-benefit analysis of KIS-BALATON the following main categories have been identified and expressed in monetary values :-Benefits from national tourism. -Benefits from international tourism. -Benefits from recreation activities of day-trippers / excursionists. The additional benefits resulting from economic activties directly, or indirectly connected with the exploitation of Lake Balaton as follows:

- Benefits from commercial fishery and private angling. -Benefits to the drinking water supply sector. 

- Benefits to the real estate sector.

Non-user benefits from nature conservation and creation.

Benefit categories, which have not been monetarised within Kis-Balaton cost-benefit analyis are :- Agriculture as the regional sector do not use surface water of Lake Balaton for irrigation purposes. The lake recreation area has been an important market for the agriculture of the region. These benefits are included in the calculated total benefits from national and international tourism. Public health and sanitation-diseases like the blue baby syndrome caused by eutrofication have not been experienced in the Szigetköz and within the Lake Balaton district areas.In the case of a continuing deteriorating of the lake / water quality illnesses like allergies might appear in future. Due to uncertainity they have not been monetarised, but they are included as possible reasons for decreasing tourist and day-tripper figures withoput project. Change in land use- Only a few parts of the area intended for the implementation of Lake Kis-Balaton region have been used for economical purposes that is agriculture. The main area has developed as wild land providing habitats to a great variety of animals and plants. 

The cost-benefit analysis of KIS-BALATON area consists of comparing the economic cost of the measures to be taken to improve the water quality with the monetarised potential benefits to the main parts of the regional economy over an observation period of 25 years  beginning in 1995. The cost-benefit analysis will consist in:

- Calculation of the project net present value for different interests (0 %, 3 %, 10 % and 15 %) but 10 % is recommended for use for any decisions.

- Calculation of the project economic internal rate of return (interest rate at which project net present value equals zero) of the basic case.

- A sensitivity analysis of the main elements of the basic case in order to point out the stability of the developed model and to show the degree of uncertainity of the assumptions as well as their impact on the overall project economic feasibilty.

In the determination of the net monetary value of the benefits a reference situation has been defined. This situation refers to the economic activity, which would take place, if the project should not be realised for any reason.This reference situation is termed as the „Without case”. The without case is of paramount importance as the level of project economic efficiency inevitably depends on the gap between the theoretical situation and the situation caused by the project implementation.

Financing modelling itself is based on assumptions about the future development of the total economic value of the environmental parameters such as :- Inflation rate. -Currency exchange rates. -Interest rates. -Loan conditions. -Readiness of financial institutions to contribute to a project financing.

The project financial modelling is structured as follows :-Influence on the project financial situation of different loan parameters for :-Local loans. -Loans in foreign currency. - Mixed (local and currency) loans.
6.1.1. Time-Periods

The assessments were either retrospective, estimating the effective measures actually implemented (for Hungary from 1985 to 1995). The retrospective studies simulated what would have happened if the environmental protection measures had not been adopted by eliminating pollution-control expenditure, then comparing the results of simulation with the actual experience. The Kis-Balaton and Szigetköz wetland predictions compared a simulation including effects of the projected programmes and rehablitated wetlands with a simulation excluding them.

6.1.2. Direct and Indirect Effects
The examined studies either calculated only the potential direct impact of a small number of effects thought likely to be significant,or evaluated the full (direct and indirect) impacts on the economy using full-scale simulation. The approach of the macroeconomic model simulated the direct and indirect effects of a significant number of economic variables through out the programme periods.

The specific effects considered in the report survey included employment, investment, demand generated, multiplier, price, trade, profitability and financial effects.
TABLE 2.DIRECT AND INDIRECT EFFECTS OF POLLUTION CONTROL COSTS IDENTIFIED IN  THE MODELS

Direct Effects                                                  Kis-Balaton                                     Szigetköz area

Additional demand for goods and 

services from enterprises and local                        Yes                                                 Yes

authorities

Additional jobs for plant operation                         Yes                                                Yes

Replacement of productive investment

by pollution control Investment (financial constraint)   No                                                 No

Increased production costs and selling prices         Yes                                                 Yes

Indirect Effects

Multiplier effects on disposable 

income and consumption    

          Yes                                                  Yes                   

Speeding-up effect of domestic production 

on productive investment                                         Yes                                                 Yes 

Effects of producer and consumer price increases                                                                                              

 on private consumption                                            Yes                                                   Yes

Effects of producer price increases on exports          Yes                                                   Yes 

Effects of capital goods price increases on capital

utilization costs.                                                          No                                                   No

Effects of additional expenditures on financial markets                                                                                         and on rate of interest                                                  Partly                                             Partly

Changes in business profitability conditions               Yes                                                Yes      

Heavier tax burden to finance local authority               No                                                 No

In determining the value components of the DUNA SZIGETKÖZ and KIS-BALATON by the fact that environmental economics distinguishes the so-called use value from the non-use value, and the so-called existence value is shown by split – up in table 3.

TABLE 3. VALUE COMPONENTS OF NATURAL RESOURCES.

(According to MOHAN MUNASINGHE and WORLD BANK 1992) 

                                                      TOTAL      ECONOMIC     VALUE

USE VALUES                                                             NON-USE                  VALUES

______________________________________________________________________________

Direct use values    Indirect use values       Option values   Existence values  Other non-use values

______________________________________________________________________________

Food                       Ecological,  functions                   Biodiversity                           Habitats

______________________________________________________________________________

Biomass   Flood           control                                     Conserved                             Endangered 

                                                                                        habitats                                  species        

______________________________________________________________________________

Recreation               Storm          protection 

______________________________________________________________________________

Health

______________________________________________________________________________

The direct methods aim at giving out cash values of the advantages which exist in friendly environmental quality, for example examining how much better (minimal lethal radioactive) effects are in the air, how much safe/healthier (Minimal dosis toxic) is drinking water in terms of ppm. of unwanted residues.

The indirect methods, attempt to quantify the environmental repercurssions, for example health effects of a swimming resort/ motor-racing DUNA SZIGETKÖZ and KIS-BALATON areas, and try to evaluate the repercurssional effects in cash.

TABLE 4. ACCEPTED VALUATION  METHODS                                                                                         (According to World Bank 1993)

                                     CONVENTIONAL                  IMPLICIT                             CONSTRUCTED

                                      MARKET                               MARKET                               MARKET

Based on actual              Effect on production                Travel cost                            Artificial market  

behaviour                       Effect on health                       Wage differences                   

                                      Defensive cost                          Property values

                                      Preventive cost                         Proxy marketed

                                                                                      Goods

Based on potential          Replacement cost                                                                  Contingent valuation

behaviour                        Shadow project                                                                      Other

6.0. ENVIRONMENTAL  DATA USED

The sources of data used in the Hungarian studies include the UN, UNCED, OECD, UNEP, WORLD BANK, CEE and Hungarian government and / or trade association statistics that provide data on actual or planned spending by year and by industry. Here the data information consisted of programmes of concrete objectives for improving environmental quality.

The aim of the calculations on Duna Szigetköz and Kis-Balaton was to monetarily evaluate the long term effects of the projects including the depreciation of the natural capital.

A sensitivity anaysis of the main elements of the basic cases in order to point out the stability of the developed model and to show the degree of uncertainity of the assumptions as well as their impact on the overall projects' economic feasibility. In the determination of the monetary value of the benefits of reference situations have been defined. This situation refers to the economic activity, which would take place, if the project should not be realised for any reason. This reference situation is termed is termed as the „Without Case”. The without case is of paramount importance as the level of project economic efficiency inevitably depends on the gap between the theoretical situation and the situation caused by the project implementation.
TABLE 5. THE CHANGE IN THE VALUE OF SZIGETKOZI AS NATURAL CAPITAL ACCORDING TO VARIANT' C'  AND TO THE ORIGINAL PLAN IN MILLION HUF.

The evaluated assets            Value change as the consequence of           Value change as the consequence in


Variant' C'


the original plan

Fauna of Szigetköz                Min. -128948                                              Min. -97688

                                               Max.-234841                                              Max.-156560

______________________________________________________________________________

Flora of Szigeköz                   Min.-178574                                               Min.-135283 

                                               Max.-324680                                              Max.-216453

______________________________________________________________________________

Hungarian water resources     Min.-13351                                               Min.-10547                                         used by Slovakian.                  Max.-53406                                              Max.-42190

______________________________________________________________________________

The aquifer below Szigetköz    Min.-34230                                              Min.-34230

                                                 Max.-136875                                            Max.-136875

_____________________________________________________________________________

Fishery                                       Min.-375                                                 Min.-375

                                                   Max.-1500

______________________________________________________________________________

Game                                          Min. -417                                                Min.-417

______________________________________________________________________________

Forests                                                -37oo                                                        -1700

______________________________________________________________________________

Agriculture                                  Min.-585                                                   Min.-459

                                                    Max.-1114                                                Max.-897

______________________________________________________________________________

                                                    Min.-360180                                            Min.-280699

                                                    Max.-756741                                            Max.-555467

The value of the flora as capital was estimated on the basis of nature conservation value of plant communities (TIBOR SIMON, 1991). For plant communities, the actual market price of the land is modified by the rarity score and biological value of the plant associations. See table 6.

TABLE 6. VALUES OF DIFFERENT PLANT COMMUNITIES IN THE DUNA SZIGETKÖZ
Associations                                                                Area            Value per  ha          Total value

                                                                                                       (HUF Million)          HUF Mil.

Reed grass associations                                                150 ha                16.80                   2520

______________________________________________________________________________

Swamp associations                                                  2500 ha                  10.70                26750

______________________________________________________________________________

Sand and steppe associations                                         25 ha                   9.50                    238

______________________________________________________________________________

Weed associations                                                     5000  ha                   1.06                 5300

_____________________________________________________________________________

Fenwood associations                                                    50 ha                  24.00                 1200

______________________________________________________________________________

Willowy associations                                                 1200 ha                   20.80               24960 

_____________________________________________________________________________

Broad-leaved forests                                                  1550 ha                   54.30               84165

______________________________________________________________________________

Dry oak associations                                                  1000 ha                  74.00                74000

_____________________________________________________________________________

Poplars                                                                      4600 ha                   70.00             322000 

______________________________________________________________________________

Total                                                                       16075 ha                                          541133

-The value of the Hungarian water resources used by Slovakia : As a result of the Diversion of the Danube, its water is not available to Hungary for 39 km half of this water discharge should have belonged to Hungary. The quantity of water lost by Hungary was 6675.8 Million m3 in 1993 (HAJÓSY ADRIENNE 1994). The option value loss for Hungary caused by the local unavailability of the water body flow can be calculated by multiplying the 6 675.8 million m3 by an appropriate water resources user fee.

According to the Hungarian 2/ 1992 (1.6)-decree, 1992.LXXXIII law and 33 /1992 (XII.31) KHVM decree the level of water resource user fee is determined, the economic aim is HUF 0.8 per m3, water user without a licence, or over licenced pay 5 HUF per m3 respectively.

The calculation is based on 10 % exploitation rate and thus the use-type option value loss is 534.06 Million HUF per year. From the option value of the lost water resource capital is between 13 3511 Million and 53 406 Million HUF (using discount rates of 4 % and 1 % respectively). According to the original plan the Danube water would not have been available for Hungary at 311 km lendth. Using the same method of calculation the use option value loss is 421.9 Million per year and the lost water resource capital is between 10 547 Million and 42 190 Million (assumed the above discount rates).

-Due to Variant 'C' the game-hunting capacity of the forest has tremendously decreased. The profitability of game management cannot be assured any more, so the branch of hunting will lose 25 Million HUF per year. The capital value change equals 417-625 Million HUF using  6 %  and 4 % discount rates, respectively. Hunting generally gives Hungary 5 Million HUF per year from this region. 

-The Variant 'C' results in the decrease of forest productivity capacity.The value total of timber is 4 400 Million HUF. The net loss is about  37000 m3 timber per year. The actual market value of this productivity loss is 37 Million HUF which implies 3 700 Million HUF capital loss considering 100 year restoration period for the forests. The original plan would have resulted in 17 000 m3 loss in timber production per year. The actual market value of this loss is 17 Million HUF. Using the same 1 % discount rate, this implies 1 700 Million capital loss in the forests (LÁSZLÓ MAGAS, 1994) .

-The Szigetköz region accounts for 80 % of fish spawning and is home to 14.1 % of the commercial fish catch in the Hungarian stretch of the Danube. Eliminating the flow of water necessary to support the floodplain ecosystem will undermine the productive base of the entire river. According to GÁBOR GUTI (1994) the decrease of the total fish population will be expected to reach 60 % on the Danube section between Bratislava and Komárom as well as in the waterbodies of  Kisalföld. The fish population obtainable will decrease by 75 %, moreover the  decrease can be as high as 90 % on the most affected upper section. The lost production amounts to at least 100 tons per year ,the gross value of which is 15-20 Million HUF. The value of depreciation is 375-1500  Million  HUF.

From the agricultural point of view the crop yield of corn, sunflower, wheat, alfalfa and sugarbeets, major crops for Hungary is about 15-20 % higher in the Kisalföld, including the Szigetközi, than nationally, and usually of higher quality. The necessary additional irrigation would have resulted in 459-897 Million HUF depreciation due to the additional irrigation costs (PALKOVICS 1994). The change in the groundwater level will result in 585-1114 Million HUF depreciation due to the additional irrigation costs.
TABLE 7. THE SZIGETKÖZ  D-INDEX ANALYSIS OF ENERGY DEVELOPMENT COST AS A BURDEN OF ENERGY PRODUCTION  FROM 1981 TO 1995.

Energy price /fuel cost /yearly  increase

(Equivalent real discount rate uesd for benefits)
D-Index with energy development cost as a burden of energy production 1981 to 1995

_____________________________________________________________________________

                                         0 %                           4 %                         7 %                        10 %

                                        (12 %)                     (7.7 %)                  (4.7 %)                     (1.8 %) 

______________________________________________________________________________

G0N0                             0.3377                       0.5318                    0.7272                    0.9779

______________________________________________________________________________

G4N4                             0.1990                        0.3598                   0.5309                     0.7613

______________________________________________________________________________

Heat plant with 0.60 HUT/Kwh   0.0236          0.1346                     0.2636                      0.4335

fuel cost                                           

______________________________________________________________________________

Heat plant with 0.78 HUF/Kwh /   -0.0690      -0.0106                     0.0540                     0.1414                                                                                                                                           fuel cost                                         

______________________________________________________________________________

                                                                                1981        to        2005    

______________________________________________________________________________

G0N0  Variant                 0.3370                        0.7007                  1.0835                        1.6576

______________________________________________________________________________                    

G4N4   Variant               0.2831                        0.6214                  1.0156                       1.7052                        

______________________________________________________________________________

Heat plant with 0.60 HUF/Kwh        0.0167      0.2528                 0.5534                       1.0298   

fuel cost

______________________________________________________________________________

Heat plant with 0.78 HUF /Kwh      -0.1162     0.0053                 0.1602                      0.4064 

fuel cost

______________________________________________________________________________

                                                                                  1981           to           1995    

______________________________________________________________________________

G0N0 Variant                 0.2789                         0.4393                   0.6007                    0.8077

______________________________________________________________________________

G4N4  Variant                0.1564                        0.2828                    0.4173                    0.5984 

______________________________________________________________________________

                                                                                  1981             to            2005  

______________________________________________________________________________

G0N0 Variant                0.3114                       0.5778                    0.8950                    1.3692     

______________________________________________________________________________

G4N4 Variant                0.2225                       0.4884                    0.7983                    1.3403  

_____________________________________________________________________________

Dr. Varga (1985 ) makes four critical assumptions. To his credit, these are made explicit:

-The social requirements related to the benefits of the project, as represented by various national economic sectors at the time of decision making will remain permanent for the whole life-span of the Szigetköz Project.

-The costs of the project iinclude the costs of remedying the possible drawbacks arising from the projects' implementation.

-The variants (development strategies) representing the interests of non-productive sectors are in themselves, economically feasible.

Within the limiting assumptions, the Varga study looks at three different rates (Variants I, II, and III) of implementation of the supporting intfrastructure to GNBS under two different alternatives strategies :(Alternative A) full implementation of GNBS and (Alternative B) implementation of everything except the hydroelectric generation facilities, using other means for generating the electricity generated by GNBS.

The Varga analysis projects inflation in costs and prices while using a fixed 12 % discount rate. The standard International procedure is to ignore expected general inflation inprices and use currrent prices, or prices adjusted by index of inflation to a specific date (LITTLE and MIRRLEES 1995, op cit for example, discuss the treatment of prices on p. 105-114).

The cost-benefit anaysis should pay attention to expected changes in real prices between goods such as an expected increase in the price in the price of electricity relative to that of, for example, Szigetköz farm products, or industrial goods. The Varga analysis, by including inflation in general prices while using a fixed 12 % discount rate results in real rates of discount being much lower. From various Worldwide research studies, it is not clear from Varga study what rates of inflation were actually used/assumed. Average rates of inflation over the period of the Duna Szigetköz construction are indicated to be in the range of 26 % to 45 %, but the actual annual rates of inflation depend on the rate of expenditures over the construction period and the length of the construction period. The rates of inflation in energy prices are noted to range from 62 % to 125 % between 1984 and 1996, or at annual rates of between approximately 4 % and 7 %. This implies that, the real rate of discount used in the analysis ranged between 5 % and 8 %. While these rates are not infrequently low, thy are rather lower than the 12 % assumed in the analysis. The rate of 12 % may be sufficiently high to absorb some of the economic uncertainities of the future and environmental limitations of the analysis and still meet an actual rate of interest, of say 6 %.

According to the cost-effectiveness analysis of Kis-Balaton conducted using the economic costs of constant prices 1995- Dollar prices are calculated at an exchange rate of 1US Dollar = 120 HUF. Including the Zero rate, 4 different discount rates has been used to calculate the net-present values. The data of results see the attached tables.

At a discount rate of 3 % the technical scenario I (KBPS) proved  at  a  value of  6,937 HUF /t, seemed  to be the most cost-effective solution to the reduction of phosphorus loads, followed by scenario II (WWTP) with a 5.8 % higher cost per ton phosphorus. Scenario II posses the relatively lowest costs per ton reduction of nitrogen at all discount raets. Therefore this technical solution offers the best cost-reduction relationship concerning this pollutant. At a discount rate of 3 % the cost-effectiveness of scenario II IS NEARLY 20 % LOWER THAN THE ONE OF SCENARIO I and approximately 30 % lower tha scenario III.

The cost-effectiveness of relations between the three scenarios at discount rates of 3 % and 10 %. The sensitivity of the results by including 10 % physical contingencies and 5 % price contingencies. The potential damages of adversely affecting the RAMSAR site and Wildfowl is not included in the sensitivity analysis, as it is very difficult to compare these to be extended improvement of wildlife habitats in general. Data used are from the Hungarian Central Statistical Office (1995). 

The total cost of Kis-Balaton Protection System from 1984 to 1995 was 2 210 747 HUF in the flow rate price of 1000-HUF (VIZITERV, 1995). The total project cost calculated with 1979 prices was 3-4 thousand Million HUF. The actual construction cost of stage I (UKBR) was 541.4 Million HUF on the 1984 price level, while the operating costs amounted to 30 to 40 Million HUF / year.

The total cost of stage II (LKBR) OF THE 1984 CONSTRUCTION PROGRAMME WAS ESTIMATED AT 2.4 THOUSAND Million HUF. With the annual 5-6 % inflation rate and with commissioning scheduled for 1995 the prognosticated cost was around 3 thousand Million HUF, WHICH INCREASED AFTER THE INTRODUCTION OF VAT system to 3,56 thousand Million HUF.

The review of the programme was completed in 1993 and demonstrated some technical impossibility of adhering to the costs and the time schedule alike, so that the Permitting document had to be amended (HIDRÖKOSZFÉRA 1993).

As per the implementation of Hungarian Government Resolution No. 2100 / 1995. (IV. 12) the construction costs of stage II (LKBR) at the 1995 price level :

-Total cost (excluding VAT).……………………....................6 072 Million HUF

-Realized before 31-st December 1994.....................................1 988 Million HUF

Scheduled for 1995 to 1999......................................................4 053 Million HUF

After 1999......................................................................................31 Million HUF

Operating costs of the entire KBPS at the 1995 price level :-

In the implementation period (1996 to 1999)…........................204 Million  HUF/yr.

After commissioning (2000- )...........................….....................326 Million  HUF/yr.

The technical scenario III - high inflation :- Investment programme, where investment costs are similar to the costs presented in the Cost-benefit analysis. The amount is 7,499,948, 000 between 1995 and 2005.

Import tax of 8 % on foreign costs as well as value added tax of 25 % on local costs have been added to the costs. Inflation rate of  20 % yearly on local costs and 2.2 % on foreign costs. These additional costs amount to 10,661,401,00 (exclamation mark) until 2005.

The general financing conditions for all calculations presented in the tables are:

-Loan disbursements in conformity with investment plan.

-Repayments annually, equal instalments.

-Interest is paid annually concurrent with loan repayment.

-Interest is estimated on the basis of the total balance outstanding during the year. The analysis of local loans can be seen from the attached tables of Local credit type 1, 2, 3, 4. The foreign currency loan for reasons of simplification, only currency loan in US Dollars have been used in the present modelling, see (the currency loan type 1, 2, the combined currency and local loan, local loan – variable exchange rate tables).

The technical scenario III -low inflation: Only financing scenarios of paramount importance have been considered under the context of low inflation see the tables on local loans of local credit type 1, currency loan type 1, combined currency and local loan tables.

The technical scenario II - the combined currency and local loan for technical scenario II under high inflation assumptions where the total disbursement is 11,634,487,000 HUF. As a result of depreciation of the local currency, the total amortisation amounts to 21,437,513,000 HUF, whereas total interests amount to 12,894,340,000 HUF. Here the effective interest rate is 30.8 %. According to the statistics the maximum yearly debt service will be achieved in 2007 with 3,345,065,000 HUF. The cost distribution is seemingly favourable, as the yearly debt service will occur in 2007.

The technical scenario II - the combined currency and local loan for technical scenario II under low inflation assumptions where the loan disbursement is 5,492,908,000 HUF, total debt service 8,645,662,000 HUF and a total interest of 2,737,939,000 HUF is realised. Here the effective interest is 12.4 %. The cost distribution remains constant the maximum yearly debt service being achieved in 2007 with 844,258,000 HUF. The aforementioned figures can be seen in the attached tables in the annex part (EUROPEAN COMMISSION - PHARE 1995).
7.0 RESULTS

Findings in the report survey studies on the effects of environmental policies are discussed under four main headings: prices, components of aggregate demand, economic activity and selected financial variables. Tables and display the main results at the programme levels described above, and incorporate various assumptions as stated.

7.1. Prices

7.1.1 GDP Deflator

The GDP deflator trends with and without environmental programmes. Many of the Hungarian studies on this trend report a rise in prices due to several eco-factors: the direct impact of additional costs incurred by enterprises which instal and operate pollution control equipment, the indirect impacts of the programmes on production costs caused by policy-induced increases in intermediate costs or input prices, and, in certain cases, higher charges or taxes imposed by local authorities/municipalities to defray the cost of financing environmental programmes.

According to the Hungarian 4/1982 law-decree, OKTH 1/1982 (III.15), KTM 12/1993 (III.31), and the ecologists Variant 'A' would probably cause 33-60 % depreciation of the value of the fauna / flora that is HUF 128 948-234 841 million / 178 574-324 680 million. The continuation of the original DUNA SZIGETKÖZ plan would have caused 25-40 % that is HUF 97 688-156 560 million / 135 283 - 216 453 million respectively. See the tables 5 and 6.
TABLE 8. EFFECTS OF VARIOUS ENVIRONMENTAL PROGRAMMES ON LEVEL OF GDP DEFLATOR

(Difference in %-age points between level with and without environmental programmes)

______________________________________________________________________________

Level of programme Effort   

In first year  

After several years 
SZIGETKÖZ (1984 - 1995 ) 

1984                        
        1995

Base  Programme               
No spare productive capacity                   ..........                     

Base  Programme                       
Spare  productive capacity                       ..........                    

Increased  Programme                     No spare productive capacity                  ..........

Increased  Programme                     Spare productive capacity                       ..........   

KIS BALATON (1984 - 1995 )                    1984                       
         1995

Base          Programme                    No spare productive capacity                    ..........

Base          Programme                    Spare productive  capacity                        ..........

Increased   Programme                    No productive capacity                            ...........

Increased   Programme                    Spare productive  capacity                       ...........              

For the other data on specific indices see the tables attached in the annex.

TABLE 9. MACROECONOMIC INDICATORS OF HUNGARY FROM 1989 TO 1994.

(According to ECE /UN ECONOMIC SURVEY OF EUROPE- 

WORLD BANK ATLAS 1993/1994)
______________________________________________________________________________

                                                                                          1989     1990     1991    1992   1993  1994

______________________________________________________________________________

GDP( average annual rate %-age change)                         -0.2      -3.3      -11.9    -4.2     2.3     2.0 

______________________________________________________________________________

GDP per capita in US $                                                      2630        ?       2750    3010   3500     ?

______________________________________________________________________________

Gross industrial production (av.annual % -age change)     -1.0      -5.0     -19.1   -10.0    4.0      9.1

______________________________________________________________________________

Gross investment (annual av.rate %-age change                4.3      -8.8      -11.7   -6.3     0.2      3.5

_____________________________________________________________________________

Consumer prices (av.annual rate %-age change)               17.1     28.9      36.0    23.0    22.5    19.1

______________________________________________________________________________

Real wages (av.annual rate %-age change )                       0.7      -1.2      -3.7     -4.0      -1.6      7.0

______________________________________________________________________________

Average monthly US $ wages                                            ?        217.7     240.0   278.0  320.0    ?

______________________________________________________________________________

Budget balance (in %-age of the GNP)                           -1.3      -0.1       -4.6      -7.4     -7.5   -7.9

______________________________________________________________________________

Current account balance in convertible (bn $)                  0.5        0.3        0.2      -0.1     -3.6    3.9 

______________________________________________________________________________

Gross debt in convertible currencies (bn $, end-yea)       19.5     21.3      22.7      21.4    24.6   28.5

______________________________________________________________________________

TABLE 10.  MACROECONOMIC INDICATORS OF HUNGARY ( S & T POLICY IN ECONOMIC TRANSITION - EUROPEAN INTEGRATION ADVANCED WORKSHOP AUG.28-30, 1997 WORKSHOP -BY JÓZSEF IMRE: SOURCE CENTRAL STATISTICAL OFFICE ).
______________________________________________________________________________

                                                                             1990    1991    1992    1993    1994      1995

_____________________________________________________________________________

GDP change ( previous year %-age )                       96.5     88.1   96.9     99.4    102.9      101.5

______________________________________________________________________________

GDP per capita in US Dm                                       3189    3228   3608   3745     4046       4273

______________________________________________________________________________

Industrial production ( previous year %-age )         96.8     85.9    90.2    104.0   109.6     104.6

______________________________________________________________________________

Export ( previous year %-age  )                               95.9      95.1    101.0    86.9   116.6     108.4

______________________________________________________________________________

Import ( previous year %-age )                                94.8    105.5    92.4     120.9   114.5      96.1

______________________________________________________________________________

Gross foreign debt in USDm                                   21.270  22.658 21.438 24.560 28.521  31.655

______________________________________________________________________________

Net foreign debt in USDm                                    15.938   14.555   13.276  14.927  18.936   16.817

______________________________________________________________________________

Net debt in %-age of GDP                                      48.2       43.6      35.6       38.7       45.4      38.4

______________________________________________________________________________

Consumer price index ( previous %-age )               128.9     135.0   123.0    122.5    118.8    128.2

______________________________________________________________________________

Industrial price index ( previous year %-age )        122.0    132.6    112.3    110.8    111.3    128.9

_____________________________________________________________________________

Investments ( previous year %-age )                       90.2       87.7     98.5     102.5    112.3      94.7

______________________________________________________________________________

The analysis of Hungarian Wetland Environmental stabilisation circum transformation programmes can be seen from the above tables in the macroeconomic stabilisation as follows:

- Restrictive monetary

- Budgetary and income policy launched in 1990 (ECE / UN 1993-1994).

7.1.2. Consumer Prices

From the tables and WWF (1997), not surprisingly, an increase in the GDP deflator is reflected in consumer prices. In October 1990 Hungary and the Donaukraft terminated their contract with an environmental compensation of 2.8 billion schillings (270 Million HUF) to Donaukraft. But the effect on consumer prices is less marked.

7.2. Aggregate Demand Components

7.2.1. Private Consumption

Tables 7. illutrates the results of pollution-control programmes in SZIGETKÖZ and KIS-BALATON on private consumption in the report survey study (significant figures were not available as in some cases the matters are still in the Hague-court).

TABLE 11. THE ECONOMIC COSTS OF THE CONSTRUCTION AND OPERATION OF GABCIKOVO FOR THE ENVIRONMENT

(Accoding to the WWF 1997 the Green Danube Programme)

______________________________________________________________________________

3 900 ha of fields destroyed  (Gabcikovo canal) x ECU 7 660                  = ECU 29.874  Million

______________________________________________________________________________

3 400 ha of  forests destroyed on the Slovak side x ECU 7 660                 = ECU 26.044 Million

______________________________________________________________________________

2 000 ha of  forests destroyed on Hungarian side x ECU 7 660                 =ECU 15.32     Million

______________________________________________________________________________

Sum of  Economic loss due to the realisation of the Gabcikovo system     = ECU 71.238  Million

_____________________________________________________________________________
While most of the fields affected by the Gabcikovo constructions are located outside the dykes, their destruction is an important economic loss.

4 000 ha of floodplains affected (Slovak side ) x ECU 383 /yr.                = ECU  1 .532 Million/yr.
______________________________________________________________________________

4 000 ha of flodplains (Hungarian side ) x ECU / yr.                               = ECU  1.532 Million/yr.
______________________________________________________________________________

Sum of the theoretical benefit of intact floodplains                                  =  ECU  3.064  Million/yr.

This is a superlative benefit of intact floodplains.

It can be estimated that during the first four years of Gabcikovo operations, these existing but damaged Danube floodplains would have produced a value of ECU 12.256 Million. However, ony a small part of this value could in fact be realised due to the water diversion and consequent reduced wood growth, early clear-cuts of forests, much reduced fish catches and reduced water purification etc.

7.2.2. Exports of Goods and Services

The findings in the study show that the policy-induced decrease in exports shrinks when similar changes in programmes are adopted. This is specifically paramount when wages are not indexed to consumer prices, as indexation inhibits the country's ability to absorb environmental protection costs. Conversely, the negative impact on exports may be steeper if the pollution abatement programme is expanded.      

TABLE 12. DEMAND, OUTPUT AND PRICES IN HUNGARY

Percentage changes, volume (OECD 1996)

                                                                           1993      1994       1995         1996         1997       

______________________________________________________________________________

Private consumption                                          211.8       -0.2        -5.7           -3.3           0.3

______________________________________________________________________________

Government consumption                                1013.5     -12.7       -6.5            -6.7          -9.5                                              

______________________________________________________________________________

Gross fixed capital formation                            670.0         12.5        1.1             4.0           8.0                                                

_____________________________________________________________________________

Final Domestic demand                                    3801.3          0.6       -4.3             -2.0           1.0                                             

_____________________________________________________________________________

Stock building                                                   38.1(a)        1.7        0.5               0.4             0

_____________________________________________________________________________

Total Domestic Demand                                  3839.4          2.2        -3.7            -1.5          1.0

_____________________________________________________________________________

Export of goods and services                            937.0          13.7        15.4             8.8         9.0

_____________________________________________________________________________

Import of goods and services                           1228.1          8.8         -0.7             3.0       7.0       ____________________________________________________________________________

Net  Exports                                                     -291.1(a)        0.5         5.6             2.1        0.7

____________________________________________________________________________

GDP at Market Prices                                     3548.3            2.9         1.5             0.5        1.7

____________________________________________________________________________

GDP   implicit  Prices  deflator                         ---              19.5         24.2         21.5        17.9

___________________________________________________________________________

Where  ( a ) - is the actual amount.

Memorandum Items

Private consumption deflator                            ----            19.6           26.4           23.0         19.0

______________________________________________________________________________

Industrial production deflator                           -----            9.1            5.0              2.0           5.0

______________________________________________________________________________

Unemployment rate                                           -----          10.8           10.3           10.6          10.6

______________________________________________________________________________

Household Saving Ratio                                    -----          12.8           12.5           12.6          12.7

______________________________________________________________________________

General Govt. financial balance                        -----           -8.4             -6.5          -4.1           -5.3

______________________________________________________________________________

Current balance                                                 -----           -9.7            -5.6           -3.9           -3.3
_____________________________________________________________________________

7.2.3. Private Non-residential  Investment 

The effects on private non-residential investment in the Wetlands of Szigetköz and Kis-Balaton seem to differ widely  from study to study, since in those cases it was assumed that there would be no reduction in private investment as a result of increased environmental investment.

7.3. Economic  Activity

7.3.1. Gross Domestic Product

The evidence concerning the levels of GDPs, are explicitly presented in Tables 8, 9, and 11. The first force is generated by additional demand for goods and services during the start of the economic transfer of Hungary in the 1990s. Usually installation of environmental pollution controls increases capital investment and after installation of equipment, the services to manipulate it.

The second force is intiated by the multiplier and accelerator effect of these additions to demand. It is often experienced that the two forces interact in the early years of environmental programmes to produce higher growth rates than in years without environmental programmes.
7.3.2. Unemployment

The findings of unempolyment are presented in table 11 in percentages, volume for Hungary. An important determinant of the outcome is the total output GDP. See tables 8 and 9. As output goes up, unempolyment goes down, and vice-versa. Here the important parameter in reducing unemployment is the increase in employment associated with the operative fiscal policy of manipulating the environmental pollution control facilities.          

Unempolyment rate has been high due to the spiral inflation effects, that is additional costs incurred by enterprises if wages are indexed, and increases even more if foreign competition is more severe as it is now due to economic transition.

7.4. Selected Financial Variables

7.4.1 Trade Balance

Table 8 and 9 show a positive percentage change in the trade balance with environmental policies is below that without pollution controls throughout the programme period in table 7.

7.4.2. Business Profitability

Tables 9 and 11 illustrate the trends which indicate that there is a predictable, time-path for effects of environmental programmes on business profitability and investment.

On the evaluation study of Szigetköz and Kis-Balaton, when only small parts of the programme costs were incurred by the enterprises were passed on in the form of higher prices, the effects of pollution control on business profitability were strongly negative (for example, see table 10).

The result of evaluation of the aforementioned significant areas were based on the Total Economic Value concept  standpoint of limiting itself to only those factors where the value changes had been evidenced, and did not cover the majority of the non-use values of the regions (for example Szigetköz), it was estimated and well documented that the depreciation was between 3 000 and 7 000 US Dollars. 

The results of KIS-BALATON PROJECT seen from the attached tables which show the calculation figures of each benefit category.

The Tables comprise the costs (investment and recurrent) and summariyed net benefits.

Three internal rates of return have bewen calculated.

- The first one takes only the benefits from tourism and recreation into consideration.

- The second one is calculated by adding the additional benefits.

- Ultimately the third include non-user benefits as well.

The applicability of measures in the two significant areas of research survey of Szigetköz and Kis-Balaton have the following advantages :-Recurrrency- They are all annual revenues which could be directly allocated to the projects if the appropriate legal, organisational and political framework were created. -Inflation- All revenues can be adapted in conformity with the inflation rate. -Sustainability -The collection of the above mentioned revenues will not cease after completion of the present projects and could continue to contribute to the future funding of necessary investment developments in the catchment and embarkment areas of the river and lake respectively.

The weaknesses and disadvantages of business profitability of the aforesaid projects is considered as follows:

Collection : Most of the possible revenues are collected at the local level with the exception of water fees. The interview with the local authorities indicated that the municipalities are not ready at the present time to cooperate with the Central Bugdet in order to finance the Kis-Balaton project. They fear rather that revenue transfers to the Central Budget in recent decades were already very high and that it should be the duty of the Central Budget to carry the burden of the planned investment.

- Project relation - The present projects can only profit from the revenues if they are put into a fund aimed at directly at financing the projects. -Inflation - Even if the proposed increases are reasonable, they will however encourage additional inflationary tendencies.

- Black market - may accrue where touristic industry is concerned for example it is estimated that appproximately 30 to 50 % of tourist accomodation has not been declared in Hungary. Increasing taxes would probably increase this figure and push it against honest  hosts.

- Political consensus - As per the present legal and organisational system, a satisfactory degree of financing the projects can only be realised if the need is understood and accepted at all levels.                                                                                   

The conclusions on the financial modelling of the Szigetköz and Kis-Balaton are as follows:

-Inflation is a major determinant for the financial viability of the projects.

- Whether the foreign loans are advantageous will highly depend on the evolution of the exchange rate.

- From the financial point of view, technical scenarios of Kis-Balaton and Szigetköz will depend on  the easiness to realise the total economic value of business proftability in terms of  friendly environmental comfortability in the region.

The three engineering alternatives and a number of financing-economic options in the macroeconomic analysis of  Kis-Balaton project (see the table 12) are as follows:

TABLE 13. THE FINANCIAL ECONOMIC MANAGEMENT RESULTS OF KIS BALATON

IN MILLON HUF
                                                                       I                            II                               III

_____________________________________________________________________________

                                                                   KBPS                 UKBR + WWTP          KBPS + WWTP

_____________________________________________________________________________

Total investment                                         4013                      3 486                           7 499

_____________________________________________________________________________

Local component                                         3148                      2 500                          5 648

_____________________________________________________________________________

Foreign component                                      865                         986                            1 8511

_____________________________________________________________________________

Total residue expected in 2019                   2389                       1 631                           4 021

____________________________________________________________________________

Total operation over 25 years                    8609                        12 485                         18 121

The operating costs indicated include also the costs of maintenance and mitigation measures in the Environmental Protection Plan.

The most important findings of the Kis-Balaton area is as follows:

- The present water quality situation in the Keszthely Basin is an unstable one, owing primarily to the abundance of biologically available phosphorus.

- The limit value imposed by the Government Order on phosphorus (6 ton BAP / year) to protect the quality of lake water in Keszthely Basin is considered realistic but unaffordable under the present situations.

- Nature conservation is going to benefit from the possibility of controlling the water regime, whereas the potential hazards to the existing flora and fauna are considered a negative impact.

- Evidence of  its outstanding nutrient retaining performance AS THE TOTAL SUSPENDED SOLIDS ARE REDUCED BUT DETERIORATED BY THE GROWTH OF OXYGEN DEMAND AND OF CHLOROPHYLL-á as well as the leaching of humic materials.

- The sewerage programme compiled for the catchment area and the designs for the final development of the KBPS rest on sound foundations and can be refined by incorporating the aspects which had been experienced from 1984 to 1995.

The following basic findings in financial scenarios were found about the remaining work for the  second phase of LKBR:-Funding from the Central Bugdet.

-Funding from different funds in existence.

-Funding from beneficiaries of the project.

-Funding  through international financial agencies.

-Permutational combination of the above possible parameters.

The constraints observed during the research survey report are as follows :- The sewerage programme in the catchment is implemented so as to prevent any increase of the nutrient load arriving to the determined goal areas.

- The operation of the two significant analysed project areas be well supported by the bio-assay, socio-economic and technical data from an effective monitoring network so as to benefit the costs of environmental protection.

- More effective measures are taken at reducing the internal nutrient load at Keszthely and the Duna Szigetköz constructural determined points respectively.

THE  RECOMMENDATIONS FOR COST BENEFIT ANALYSIS OF DANUBE SZIGETKÖZ AND KIS-BALATON PROJECTS 

FROM 1984 TO 1998.

According to ROBERT COSTANZA (199) the value of the entire biosphere is estimated to be in the range of US Dollar 16-54 trillion per year, with an average of US Dollar 33 trillion per year. Global gross national product total is around US Dollar 18 trillion per year.

From the main research survey of Szigetköz the main options are considered as follows:

- To effectively change the existing economic exploitation of river waters in order to save one of the most valuable wetland plain ecosystems in Europe, while allowing limited use of waters for the Gabcikovo system and navigation. OR          

- To fully operate the Gabcikovo system and to artificially irrigate the degraded wetland.

The Hague International Court of Justice Prescriptions for the new solution for the Danube are visualised as follows :

- A river discharge below Cunovo starting with a minimum of 600 m3 / sec and continuing with,

       - a dynamic flow of at least 65 % of Danube waters (measured at Devin gauge) into the old river, and of no more than 35 % into the Gabcikovo canal. (Slovak Legal standards in Section 19-conditions of June 1991, § 14 Slovak water Law, and the EC proposal of February 1993.

       - Compensation for the discharge deficit of 35 % by raising and constricting the river bed through new gravel bars and islands- at best of local material- on a stretch of approximately 20 to 30 km downstream of Cunovo. 

For the total economic value of the Szigetköz for environmental significance, it is better to:

.Realise an independent cost-benefit analysis of the Gabcikovo project always.                                                        

.Continue and extend environmental monitoring and to usually give public awareness.

.Conduct environmental impact assessment on these sensitive Eas as per the UN and EU legal standard -on any technical or mitigation work.

The planned Kis-Balaton project will provide good development conditions for natural habitats as well. Kis-Balaton is planned to be a part of a future national park. As a result, it is coherently reasonable to assume that most Hungarian citizens recommend the project. The category of non-user benefits expresses this value in monetary terms and main part of the benefits of the foregone landuse is expressed by the price for the purchase of this land within the investment costs of the project. The Lake Balaton provides a national recreation area with great impotance to Hungarian low-income households, which cannot afford summer holidays abroad. A SIGNIFICANT PART OF THE CALCULATED BENEFITS OF NATIONAL TOURISM AND RECREATION REPRESENTING THE WILLINGNESS TO PAY FOR THE PROJECT BENEFICIARIES (PHARE 1996).
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THE MAJOR ENVIRONMENTAL ABILITY OF  CEE   COUNTRIES (HUNGARY, BULGARIA, POLAND, CZECH REPUBLIC, SLOVAKIA AND SLOVENIA)

TO ASSUME MEMBERSHIP ON GREEN POLICY

TO JOIN THE EUROPEAN UNION
Preface

In 1997, I started this research project of „The Major Environmental Ability of CEE countries (Hungary, Bulgaria, Poland, Czech, Slovakia, and Slovenia Republics) to assume Membership on Green Policy to join the European Union” in conjuction with the Hungarian Academy of Sciences after finishing the „UNESCO-MIRCEN biotechnological research fellowship” at the Budapest University of Foodscience and Technology, Department of Microbiology and Biotechnology. The CEE countries, are expected to accede to the European Union within the next five to ten years. A Green  Policy consequence of this entry will be, have to adopt the EU`s political, socio-economic, human rights and environmental legislation Creteriums. The thematic documentation of  the harmonization with EU Environmental Policy were based on the Strategies, Actions and Unsolved Problems for this research project.

The aforementioned topic greatly interested me, because of the technical  environmental  orientation  training during the transitional multiparty workshops organised in Kenya (Kisumu) by Professor R. Odhiambo former Director of ICIPE and Head of Africa Academy of Sciences, and my Director of  Research Institute and Postgraduate Studies, the immediate ex-President of UNESCO Professor B.A.Ogot for the Environmental and Biotechnological Rural-Urban Development in the East African Region respectively. Nature of the research project Iam doing now is more else the same as the one we have been doing in conjunction with UNDP and EC around Lake Victoria Subregions in the FRIENDS OF LAKE VICTORIA FRAMEWORK (OSIENALA).

Harmonized sets of environmental indicator are increasingly used for structuring and presenting environmental information in the context of SoER. According to the now „classical” definiitions of the OECD (OECD, 1993): „...and indicator can be defined as a parameter or a value derived from parameters, which provides information about a phenomenon... The indicator has significance that extends beyond the properties directly assocciated with parameter value”. The main sustainable development indicators for air, water, waste-soil, and biodiversity protection management mission strategies, actions and problem solving procedures have been illustrated in this research project.  

Now that all work is done, I would like to thank some people who have helped me with this project. First of all, I would like to thank the Director of the Academical Institute for Social Conflict Professor TAMÁS PÁL for his amicable technical assistance, the IUCN-Director of communcation Geneva-office for good service co-ordination in this project report, the REC-office Directorate, Ms.IRINA PINTER EC-consultant, Ministry of Foreign Affairs (Hungary), and my former Professor BIACSI PÉTER Director of Hungarian Central Food Research Institute and President of the IUFoT-Organization who always invited me to the World Bank Workshop Food  Programme Series „Ételed az Életed” to keep me fit and active during my endevour to finish my work.
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OVERVIEW

The institutional transformation of Environmental Technology in Economies in Transition is governed  above  the question of restructuring the „Green Policy Network” of institutions in the public and private sectors whose activities and interactions initiate friendly import, modify and diffuse new technologies (FREEMAN, 1987). The aim of a consolidated, conflict-free EC documentation report is to bring together information on Green Policy Technology, Conflict Management and community at grassroot level from various parts of CEE countries to make it available to interested people and institutions globally, identify approaches methods and tools which could strengthen relevant institutions to analyze and intervene in conflict situations (TAMÁS PÁL, 1997); provide an EC forum for moral crisis solution in exchanging „Green Policy” success story experiences in and knowledge on the topics and to provide an opportunity for them to form and, or strengthen their own networks.

According to MAREK KUCIA (1997) European integration is one of the key issues in each of the CEE countries surveyed. It is an issue furthered by the elites. Thee more positive the elites are, the better for their countries accession into the EU. In all CANDIDATE COUNTRIES surveyed, the general population was primarily interested in the EU dealings with: (1) working conditions (63 % of the respondents indicated this item). (2) human rights (52 %), and (3) environment (42 %). At the same time the decision-makers and opinion formers of the candidate countries were the most interested in: (1) accessive relations between the EU and their candidate countries (78 %), (2) PHARE assistance (69 %), (3) economic and monetary affairs (66 %) and (4) environment (67 %).                                                                                                                                            According to BIGNEW BOCHNIARZ and SÁNDOR KEREKES (1994)-research survey in Hungary had shown that the polluted environment  represents a significant barrier to the further development of economic and human potential. A devastated environment causes high economic damage and severely threatens biological existence of the Hungarian population. The countries of Hungary, Poland, Cseh Republic, Slovenia will be probably among the first to join the EU and their respective governments are doing their best to achieve this goal. They are eager to adjust to and implement EU Laws and Regulations, especially in the environmental arena, the well-known weak point in their bid to join the EU. Slovakia and Bulgaria are alo highly probable candidates to join all major European structures in the foreseable future. They are also willing to much in order to improve their  environmental conditions and  achieve  compliance  with EU Legislation. Although their economies survive by means of some highly polluting, or environmentally dangerous infrastructure, positive signs are already obvious.The most polluting industries especially in mining and aluminium industry have either been closed, or re-structured (WORLD BANK, 1992; EBRD, 1993; PHARE, 1995; UNCED, 1997). The EC documentation survey report summarises the status of Green Policy Development Technology Strategies, Actions, Problems and any would be Recommendations in the CEE countries from the perspective of its citizens and the contributions of the EU ACTIONS TO ENVIRONMENTAL DEVELOPMENT of useable, recyleable, friendly technologies and services.

INTRODUCTION

A large challenge facing the CEE countries, given the limited resourses available, and valuable sources of aggregated environmental information as a compendia of environmental statistics published by the respective national statistics offices and sectoral reports on specific media, resources, or issues published by sectoral agencies. The thematic objectives on the post communist CEE countries on the Green Policy Environmental Charter are very important immediate actions, short-term projected strategies and clear-cut recommendations for unsolved problems (WORLD BANK 1995, UNEP 1996, PHARE 1996 and UNCED 1997) for the PUBLIC HEALTH and SANITATION and as an obligation for the EC membership.

The thematic major findings of the state of Environmental Policy Analysis of Hungary, Poland, Slovenia, Slovakia, Cseh Republic and Bulgaria are; acidification, water quality, water resources, soil and land degradation, toxic contamination, urban quality, wastes, forestry and biodiversity (MNATSAKANIAN, 1997 CEU; UNEP 1997). As noted in the Brundtland Report the common future (OXFORD UNV.PRESS, 1981) sustainable development attempts to balance simultaneously the problems and interests of environmental, financial, political and agricultural systems. According to BULKLEY (1989); KOHN (1989); BRETT, GOLDBERG&URY (1990), CLARK (1990); DENTON (1990); and MCCLEARLY(1990). The principle of designing viable, sustainable Environmental Green Policy Conflict management system and their evaluation should create harmony from perceived dissonant forces. The six principles should be applied in solving the social and adminstrative costs of disputing problems as follows: (1) consultation before dispute resolution attempt, feedback after-have the options available and uderstood before choosing, then determine how to improve the next environmental step (2) put the focus on environmental  interests-pursue what the determinative parties want and  need rather than dwell on the perceived power of  their relative positions (3) build in a loop-back Green policy to negotiation (4) provide environmental impact assessment of low cost rights and power procedures (5) array procedures in a low to high cost sequence-costs in terms of social, psychological, procedural and monetary concerns. (6) provide disputants with the necessary negotiation skills, resources and motivation. According to the International Chamber of Commerce (ICC, 1989); ISO 14000 &EMASE, and TADEUS BACKIEL 1997). The strategic management tool comprises systematic documented, periodic and objective evaluation of how well environmental organization, management and equipment are performing well with the aim of helping CEE countries to safeguard the environment by 1) facilitating management and control of environmental practices, 2) assessing compliance with company polices which include meeting regulatory requirements. The aims and objectives of the environmental auditing in the CEE countries joining the EC is to the problem areas, critical areas and to harmonise the unsolved problems on Green Policy (MNATSAKANIAN (1997) by 1) verifying compliance (2) identifying problems (3) formulating environmental policy (4) measuring environmental impact assessment (5) measuring performance (6) confirming environmental management system effectiveness (7) providing a Green Policy database for corrective action and future plans (8) developing the CEE countries' environmental strategy (9) communication networks. The project research survey focused on the strategic action, problem, and recommendation implications of the sub-regional co-operation and integration of Hungary, Bulgaria, Poland, Czech Republic, Slovakia and Slovenia Countries preparing themselves for EU accession. According to ANDRAS INOTAI (1997) experience shows that the CEE sub-regional co-operation and integration into the EU structures are increasingly interrelated. However, the interrelation is not symmetrical. Although more intensive subregional co-operation can exert some influence on the EU, the latters impact on the sub-regions is much stronger. This is because of  the EU`s status, its longstanding advantage in socio-economic Green Policy development and the problems of less developed countries, both in their internal transformation and their external relations. The accession of the above six countries into the EU is very certain, as the EU is seen as the indisputable anchor for Europes development and modernization. This has two important factorial outcomes (1) the sub-regions with lower level of development, though linked to the EU, consider it as the core of their growth and development, the provider of long-term stability and predictability in their catching-up process, the purveyor of free access to the large markets, and the supplier of resource transfers to finance modernization projects (2) as result of intensified globalization and regionalization, both the members and the near geographical of the EU class it as the kernel of Europe's new regionalism and one of the three major environmental actors in the international economy.

According to ILO (1992), EAE (1992) and ANDRÁS INOTAI (1997) the six main areas in which EU can influence on the above CEE countries' cooperation is by strengthening the political, institutional development trade and FDI, economic and monetary policy, cross-border co-operation and infrastructure and  financial transfer parameters.
2.0 THE PRIORITIES FOR ENVIRONMENTAL ACTION 

IN CEE COUNTRIES

2.1 The Mission of  the  CEE countries

According to IUCN (1990), UNDP (1992), CSFR (1993), PHARE (1995), UNCED (1997) and, IUCN (1997) the surveyed candidate CEE countries mission in joining European Union is: To resuscitate their respective countries by raising environmental quality and in harmonising actions,policies and standards with the European Unoin (see table1) to the acceptable index and thus enhancing the healthy standard level of living of their fellow citizens as follows :-Technical assistance to promote effective environmental policies, to raise public awareness about environmental issues and to strengthen the institutions involved in the environment.                                     

.-Pilot programmes and capital investment in priority environmental projects, primarily in ground water protection, toxic water control, reduction of air emissions and nature protection (biodiversity). The key sectors in environmental activity in the coming five years are: -Legislation and harmonisation. - Capital investment in environment. -Development of financial strategies in CEE partner countries. -Institutional development.  -  Public awareness.
2.2  Legislation and Harmonisation

According to EBRD (1997) Legislation on environmental impact assessment (EIA) has recently been enacted,or is planned in many of the CEE countries: Poland (1992), Czech Republic (1992), Hungary (1993), Slovenia (1993) and Slovakia (1994). The reasons of the regimes of CEE countries created much more pollution than industries in the west are well known (DEBORA, 1994). As a result for accession into the EU these countries still need a continued support in the legal policy deveolpment strategy for : -Environmental action pla. -Refinement and harmonisation of legislation. -Effective monitoring systems and enforcement agencies to enable legislation implemented. -Clarification of environmental liability.                                 

The Sofia EIA initiative was introduced to improve the quality of EIA systems in CEE  by providing an opportunity for regular exchange of information among Ministries of Environment on EIA issues and by providing training and networking opportunities to accreditors of EIA experts in the region.                     

The Sofia initiative on Application of Environmental Impact Assessmentis chaired by the Republic of Croatia. During the last REC General Assembly in February 1997, the State Directorate for Environment of Croatia and the REC Signed a bilateral agreement on the joint implementation of the initiative. 

The first implementation plan of the Initiative which will be proposed to the second working group meeting suggests that the initiative will be implemented primarily through the following regional projects: (1) EIA Roundtables. These events will provide CEE Governments with an opportunity to formally discuss common priority issues in implementation of their national EIA systems. The roundtables will focus on issues such as: Accreditation of EIA commissions, public participation in EIA and use of social Impacts Assessment. (2) Support to EIA Accreditation in CEE and NIS countries. This project will provide formal, or informal accreditors of EIA experts in CEE countries with an extensive week-long regional workshop and initial support for establishment of the national networks of EIA accreditors. 

The Sofia EIA Initiative is an open ended club of CEE and international organizations which are interested in development of the EIA system in the region.
2.3 Capital Investments in Environmental Infrastructure

The ground rules and general procedures for environmental policy infrastructure investment in the CEE countries will be to seek the highest cost-benefit ratio on  the following: (1) Alleviation of water pollution (2) Low cost air emission reduction from industrial enterprises and (3) Preservation of biodiversity.

2.4 Enhancing Environmental Financing Strategies

According to PHARE (1995) and UNCED (1997) the CEE countries will utilize approximately $300 billion for enhancement of environmental strategies by the year 2010. The international financial intermediaries, donors and Phare will contribute 7 % of the total embursements. Phares contribution to the CEE countries in developing new strategies and in stitution will be the provision of: (1) Continued support in establishing and strengthening environmental funds and eco-banks. (2) Continued support for technical design and  feasibility  studies and for start-up capital financing (WORLD BANK, 1995 and EBRD, 1997). (3) Further support to widen the environmental revenue base and to improve revenue collection systems. (4) Support for new variancial mechanisms in the environment.

2.5 Institutional Strengthening

The CEE countries have sought for a continued support in the form of targeted and output-orientated technical assistance to the old and new emerging environmental institutions: (1) To enhance integrated environmental impact assessments of infracture projects. (2) To co-ordinate strongly with local authorities in the operational services of supply of driking water and sewage facilitiesetc. (3) To encourage the TOT-model (training of trainers) in planning, management, financing, forecasting and policy making on the new environmental institutions such as National Funds and Eco-banks. (4) To continue to strengthen the enforcement agencies in the environmental framework of toxic discharges to air, water and soil.

2.6 Raising Public-awareness of Environment Issues

For the fulfilling of EU environmental obligation awareness among the Governmental organs, NGOs, enterprises and business in general should be improved in the media through advertisements, posters, TVs, radio and films.

The right to know of environmental pollution information is limited to citizens who have legal standing in the adminstrative proceedings. The social Green Policy Network Organizations shall have the following rights in the public awareness: (1) To file a complaint about environmentally damaging activities (Articles 227, code of Adminstration Procedures). (2) To file petitions for the improvement of the environment. (3) To demand participation in the adminstrative proceedings. (4) To be part of district and common local planning committees.
3.0 THE POTENTIAL ENVIRONMENTAL STRATEGIES OF HUNGARY'S CONDITIONS FOR JOINING THE EUROPEAN UNION

Based on the National objectives of sustainable, societal and economic development in Hungary: the following main objectives of enviromental policy have been discerned and against such back ground and in a period of very limited resources the MERP (1997) has to: Introduce new environmental managing systems based on a well permutated combination of control, educational and command mechanisms and financial tools to minimse industrial municipal and other direct sources (SZEBENYI IMRE, 1997 and LÁNG ISTVÁN, 1997).

Upgrade and complete a national environmental monitoring network to support education driven, sustainable  development  growth  policy, legislative and strategic management and enforcement of regulations and standards (KINDLER JÓZSEF, 1994 & KEREKES SÁNDOR, 1997 and BULLA MIKLÓS, 1997).

-Enlarge and diversify the Central Environment Protection Fund to provide resources for investment in pollution abatement and nature conservation projects (NECHAY GÁBOR, 1997).

-Extend the conservation programme to prevent deterioration of protected areas (RADAI ÖDÖN, 1997).

-Stimulate a greater seductive public awareness and national conflict-solving interest in environmental issues (TAMÁS PÁL, 1997).

-Introduce a multifunctional environmental economics in agriculture within the Danube Valley (ÁNGYÁN JÓZSEf and MENYHÉRT ZOLTÁN, 1997).

-Strengthen the management, financial and technical skills of the staff of MERP and any convincive affliated bodies so that they could be allowed to play the pivotal role environmental protection in Hungary.
3.1 The Accessive Political Variancies

According to ÁGH ATILLA (1997), FÖT KLÁRA (1997), INOTAI ANDRÁS (1997), SZILI KATALIN (1997) and TAMÁS PÁL (1997) it is not that easy to harmonize Hungarian and International eco-politics, but it is perhaps the greatest task of the  concerned Ministry of Environment and Regional Policy, as well as the most important condition for Hungary to join  the European Union. EU sets very hard requirements for the so-called associated members aspiring for full membership. At least it is what has turned out in the recent meeting of the above CEE countries where RITT BJERREGAARD (1997) has drawn the attention of the countries concerned to those short-comings EU expects them to annihilate.
3.1.0 The Variancies

The proposed Green Policy relating to the on-coming six years and comprisig all the elements of the environment was accepted by 274 votes against 4 abtention by the National Assembly. In this period of time Hungary is expected to comply with the most important parameteral requirements outlined by the EU Charter.

3.1.1. The Minimalisation of  Tasks

To illustrate the enormity of the tasks, just consider that there are nearly 300 statutory provisions mandatory for the CEE member states. As regards Hungarian eco-legislation harmonisation, the hard task is already alleviated, except the so-called Havaria Law and the law on waste-diffussion management to be proposed.

3.1.2. The Current Infrastructure
According to the National Environmental Protection Program 10-15 new regional waste depots should be brought about and at the same time, dealing with the recycling and neutralizing, too. The environmental policy index values should be within the given period of grace of the EU-charter standards (UNCED, 1997). It is widely known that 96 % of Hungary`s population is supplied by healthy drinkwater, the ratio of drainage is only 60 % in spite of the efforts in recent years. This situation has to be changed, but these projects are the most expensive requiring maximum  investments.

3.1.3. Intituitive Environmental Condition Excellence

The strategic management in the protection of the environment can be achieved by the inclusion and co-operation of all branches and social groups of interst groups concerned. The accession of Hungary to the European Union in the course of these six years shall involve investing 800 billion forints in environmental protection i.e. at the end of the period, the ratio for such purposes will reach as much as 1.7 % of Hungary`s GDP. And this is a very good result achievement  index in %-age as regards Europe integration.

3.1.4. Economic Integration in the Optimalised Environmental Strategy

The proposed transformation of the PHARE programme will also help very much, as to 70 % of the environmental protection budget will be designed to support the necessary investments as of 1998. It is thus expected that by the start of negotiations with EU Hungary will have been environmentally able in dynamics of being accepted as European member state.

3.2.0 THE HUNGARIAN GOVERNMENT`S ACTIONS ON ENVIRONMENT

According to LÁNG ISTVÁN (1997), KEREKES SÁNDOR (1997), KISS KÁROLY (1997), and BULLA MIKLÓS (1997) the Hungarian Government should immediately enhance her accession to the EU by working on the following actions: (1) Environmental law, monitoring, information dissemination, awareness and enforcement (direct control). (2) The creation, through the development of public awareness, of a more coherent environment-friendly attitude and behavoiur of stakeholders in society (population, industry, institutions and econonmic actors) through indirect measures. (3) Specific public and private investments to improve the environment, to enable the Government to verify the effectiveness of their policy, to gain a greater insight in the causes of specific environmental and could include:

-Establishment of legislation and policies for such oives.
-Establishment of a national monitoring system to determine the causes of pollution and emissions from and curative actions to remove such causes, including such re-engineering as necessary.

-Establishment off contaminated areas, including from noise and air pollution and actions to be taken to rehabilitating these areas and remove or alleviate the causes.

-Termination of the deterioration and conservation of the existing Biodiversity.

-Protection of biodiversity and nature conservation areas.

-Protection of quality and quantity of drinking water sources.

-Waste management, including prevention of waste, rehabilitation and recycling and development of product fees and product standards.
3.2.1.0.THE ACTIONS ON ENVIRONMENTAL CONSERVATION IN HUNGARY

3.2.1.1. Biodiversity Protection Actions

According to RADAI ÖDÖN (1997), IUCN (1997) the monitoring program provides data indicating the status and trends in the biological resources of the country, with particular emphasis on endangered  species and habitats:-

-Assessment of  biodiversity value, land-use and property ownership in riverine areas.

-General survey and inventory of main habitat types in Hungary, derivation of a national classification system for habitats/vegetation types. Monitoring specific taxa :-special attention to the indicative taxonomic units of habitats in Hungary, which are still widespread but declining in number.

-National legslative background in accord with international agreements, e.g. on environmental protection, nature conservation, forestry, water management.

-Implementation of international and bilateral conventions such as the convention on water management co-operation for the protection and sustainable use of the Danube Basin Ecological Convention.

-Evaluation, adaptation and completion of principles and methods for assessing the value of river corridors and their management.

-Selection of areas requiring protection.

-Research and analysis of existing relevant biodiversity data.

The more concrete tasks of biodiversity conservation are well reflected in the Hungarian National Nature Conservation Basic Plan (1996).

3.2.1.2. Components of the Biodiversity Conservation Strategy
There are funndamental measures that have been implemented and others which are projected accordingly such as:- Most of the vertebrate animal species (457 of the 541), as well as the endangered representatives of other species (e.g. large beetles, butterflies, dragonflies etc).

-Conserve species that have reached the critical stage of their existence to reserve which include the habitats of all these animal species.

Give special care to the sporadic distribution of species group.

-Establish an expert committee dealing with the assessment and treatment of non indigeneous species.

-Plan for the increasing risks of adverse influences (of which 3000 are in Hungary).

-Condition for preserving biodiversity of natural vegetation.

The optimization of protected area networks to maximize biodiversity and the survey and classification of habitat types according to threats.

3.2.1.3. Network of Environmentally Sensitive Areas

This is aimed at  creating a more harmonious relationship between agriculture and nature conservation.

(a) Forestry and biodiversity conservation.

Approximate 18 % of Hungary is forested and the largest part (50 %) of the presently protected. About 45 % of the Hungarian flora and a great proportion of fauna live in forests. The current forestry practice should be changed substantially towards more environmentally friendly approach.

(b) Conservation strategies for preserving the biodiversity of animal communities.

The information on invertebrates is still insufficient,the present and the future activities should be concentrated on these. The strategy in this area is based on the the following steps: -Measurement of biodiversisty status and transformation. -Direct protection of species. -Protection of animal communities. -Habitat protection.

-.Developing conservation.-. Orientated research and land use practice.

Operating a monitoring network. -Preparing habitat inventories and map. 

-.Developing regional action plans.

(c) Preservation of taxonomic diversity.

Ex-situ conservation highlights the importance of basic and applied genetic, taxonomic and reproduction biological research all over the world. Botanical gardens should be emphasized, since biodiversity conservation can be best exemplified in their activities. The zoological gardens should play a more significant role in species protection in the future.

3.2.1.4. Nature Conservation Problems Caused by Fish Farming in Hungary

According to IUCN (1997) the following problems can arise: -Transformation of valuable natural habitats (e.g. marshes, alkaline lands, wet meadows). -Destruction of reed belt habitats. - Damage to species. - Rich habitats because of reed and reed-grass mowing. -Drainage and flooding at unfavourable times from a nature conservation point of view. -Extinction of certain species or whole aquatic communities because of eurotrophication. -Disturbance. - Killing of protected birds.

To fit the regulation of EU no. 2078/92 the ESA systems applied on fish-ponds  would have to include such specifications which restrict or decrease the intensity of production. Regulating the periods of draining, filling up and reed mowing could be a fundamental part of these specifications.                  

Environmental  Policy :  Mission   and   Strategy

TABLE 1.  ASSESSMENT OF SELECTED ENVIRONMENTAL ISSUES IN THE GIVEN SIX CEE COUNTRIES. (Hungary, Bulgaria, Poland, Slovakia, Czech Republic and Slovania).

(Divided  into  economic regions).

Issues:            Lowest Priority   |  Medium    Priority       |     Highest          Priority

Acidification          Sln              |      Slo, Hun, Bul           |     Pl,  Cze,

Eurotrofication &water quality.
TABLE 2. PROBLEM AREAS AND CRITICAL AREAS BY SELECTED ENVIRONMENTAL ISSUES IN CEE COUNTRIES 

(Hungary, Bulgaria, Poland, Slovakia, Czech Republic and Slovania).

Issues:
Problem   Areas                |
Critical     Areas


Acdification 1. Silesia-Pol-Cze

                     2. Krakow-Pol           |  

                     3. Central Slo-Slo      |

                                                        | 1.North Bohemia-Sudet M(Black triangle)-Pol-Cze

Eutrophication &  Water Quality   | 1.Szigetköz(Danube)-Hun                                                                                                                                                                

1. Gdansk Bay-Pol|                         

2.Vislar. basin - Pol 

3.Vltavar.basin-Cze|                                                                                                                                                                            4. Tisza r. basin-Hun |

Water Resources  1. Szigetköz (Danube)-Hun |

Soil/Land DegradationWind annd Water Erosion    |

                       1.N-East Hungary-Hun

Salinisation and Water-logging -                                -                               -


Wastes
         1.Krakow-Nova Huta-Pol                   |               1.Silesia region-Poland  

                      2.North Bohemia-Cze                          |       

        3.Ostrava basin                                    |                                                                                   

        4.Ziar-nad-Hronom-Slo                           

                      5.Baranya county-Hun |           

                       6. Sophia -Bul                                                            

Urban Quality 1.Lodz-Pol




                       2.Warsaw-Pol

                       3.Katowice-Pol

                       4.Kosice-Slo

                       5.Bratislava-Slo

                       6.Ostrava-Czech

                       7.Teplice-Czech

                       8.Budapest-Hun

                       9.Sophia-Bul

Toxic

Contamination  1.Former U mining -Czech         |                      

                        2.  ''         U   ''        -Hun               |

According to VARGA GYULA (1997), SZEBENYI  IMRE (1997) the main sources of pollution in Hungary are the application of chemical manure in the farms, piggery effluents and the chemical industry gas emissions of SO2, NOx, POR and CO.

The thematic objectives in Green Policy should include the immediate project funding in alleviating the pollution to a safe acceptable EU dosage level (ISO14000& EMAS) in the former abandoned chemical factories, stores, the agro-chemical network, application of synthetic fluid manure and high level of technology process.

The main objective of the air pollution abatement program is to improve air quality by the year 1998 in the severel polluted areas, town and cities. The program actions should be supported by the measures taken at the national level. The action plan is to decrease traffic born, industrial public and household emissions.

The estimated reductions in emissions by the end of 1998 as compared to 1991 emission levels are as follows : 13 %-18 % reduction for sulphur dioxide from the level of emission (of 902kt/year for 1991), 10-11 % for Nox (from 211 kt for 1991), 16-19 % for VOCs (from 205 kt for 1991) an d 12-13 % for the traffic-born CO (from 475 kt for 1991).

Regional and local tasks:Six regions have been targeted and practical recommendations have addressed the specific site and /or companies where intervention is needed.

According to MERP (1997) an air-quality monitoring system in Hungary is based on two networks: (1) One operating discontinously and using analytical methods. (2) One consisting of real-time monitor stations.

The present Government Concept envisage to add 49 real-time monitors to the existing 38, The new environmental project investment at Tatabánya town will result better assessment of air quality at reduced price.
Environmentally  sound Management  Strategy of  Toxic Chemicals

According to the Hungarian Governmental Decree No.233/1996 (XII.21) on the procedures for management of toxic substances and related executive order No.4/1997. (II.21). The Regulations provide that  the following priority activities of: -Production, -Manufacture, -Processing, -Finishing, -Packaging, -Storing,-Distribution, -Sale, -Usage, shall be carried out by the already registered bodies from the Health Toxicological Information Service Authority and with the  manufactured chemicals labelled extremely toxic, toxic, corrosive, non-poisonous and carcinogenic.

The regulation adopt EINESS and ELINCS in Hungary, there by ensuring legal harmonisation with the European Communities regarding the classification, packaging and labelling of harzadous substances and preparations. Legislation on chemical safety is not yet properly harmonised with the requirement of the EU and OECD counties, however the recently prepared National Environmental Program MERP (1997), underlines to reduce the  chemical risks by 2002 with the registration of emergencies, damages in the fields of production, transportation and storage, taking risk reducing measures.

3.2.1.5. Environmentally Sound Management Strategy of Hazardous Wastes

The strategic management of the hazardous wastes is a substantial problem in Hungary. The total hardous waste is about 3.5 million tons/year, red mud from the industrial effluents accruing due to the smelting of aluminium is about 1.15 million tons/year, half of which is stored in untreated phase at special disposal sites, or in transitional facilities. About 0.5 million tons of harzadous wastes is recycled and similar amount is stored in temporary sites. 11.8 million tons of such wastes is properly disposed. The total volume of waste accumulated by their producers and requiring final treatment and disposal is about 1.2 million tons.

According to the new Government Decrees No. 102/1996, No.102/1996  and OECD area instruments C(86)64(FINAL) -there is unified structure for the formerly fragmented almost incomprehensive system of rules, executive structure of authority and conditions including the regulations of implementation of the Base Convention have been enacted MERP(1997).

The preparation of a new program for montoring and treating of harzadous wastes including the red mud and slag of power plants, is  in progress.

(1) Safe and Environmentally Sound Management Strategy of Radioactive Wastes.

Paks nuclear power plant (NPP) generates most of the radioactive wastes in Hungary. The strategic management and final disposal of radwaste requires multidisplinary co-ordination of many coherent, articulate, precise, methodological and integrated priority activities :-(1) Scientific tasks (2) Economic tasks (3) Technical tasks (4) Social tasks (5) Legal tasks (6) Financial tasks (7) International tasks.

According to the 1st-June 1997 enacted new National Act on Atomic Energy No.cxvi. of 1996 the Hungarian Government, or the licensee shall be liable to cover the costs of the final disposal of radioactive waste, as well as, the interim storage and final disposal of spent fuel, and of the decommissioning of a nuclear facility.

The harmonisation of EU Legislative Laws on the  first phase project of the Paks nuclear power plant (NPP) IS AIMED AT DETERMINING THE OUTLINES OF THE COMPLEX STRATEGY for management and disposal of all sorts of radwastes, including used cells and wastes.
The following actions are already recommended: (1) Formulating criteria for site selection and for waste reforms and performance of the disposal facility. (2) Selecting disposal technologies and sites suitable for disposal of radwastes. (3) Quick screening of the country to find potential regions for high and low level waste disposal. (4) Assuming the financial basis for waste management. (5) Enhancing public acceptance of the site and the facility. (6) Selecting procedures and equipment for treatment and volume reduction of radwaste.

The site selection for the low and intermediate level radioactive wastes has been finished and a detailed exploratory survey has began in granite formations near Üveghuta for susurface (100-150m) respository, and in loss formations (Udvari) for near surface repository.

The construction of the intermediate spent fuel storage (a concrete modular vault dry store) is already in progress and the operation of the phase 1 (3 -vaults) has been started.

3.3. ACTIONS ON AIR  POLLUTION  IN HUNGARY

-Increase of electical energy.

-Develop new electrical capacities.

-Reconstruct electrical energy infrastructure.

-Incinerate industrial  gas emissionsat at source.

-Switch from communal coal heating systems to clean heating system.

According to the WORLD BANK (1997) the industrial energy sector bugdet cost in strategic management in 2010 in Hungary would be about 1.0 Mrd ECU. The latter cost will include the reconstruction of the current equipment and infrastructuring most effective installations for protecting the emissions of SO2, NOx and CO2 as per the written EU regulation standards.

3.4 WASTE  MANAGEMENT  ACTIONS

The level of environmental economics of waste management is still ranking low in Hungary compared to west European countries. The actions are as follows: -Collect, process and  recycle communal waste if normal prudence proves it right. -Be selective in separating biodegradable and non-biodegradable configurational waste compounds in respective categories according to their physico-chemical characteristics. -Place, reduce and incinerate industrial/population wastes at the correct sites. -Destroy dangerous toxic wastes according to the laid down regulative procedures. -Involve international bodies e.g. UNEP, GEF and PHARE in alleviating waste-management  activities.     

According to ISO 14001 the following five big companies in Hungary have shown good attitude towards the Act: -Hejöcsabai Cement and Lime company (1996), -MOL Ltd. Tisza Refinery (1996), -Dunapact Ltd. (1997), -Kaloplast Rubber and Synthetics company (1997), -Taurus MGM Szeged (1997).

3.4. 1. WATER  RESOURCE MANAGEMENT ACTIONS

The water resource management, air pollution and waste-management  is 85 % of the environmental development program in Hungary. The water resource-management actions are as follows: -Initiate healthy water resource network  supply. -Protect the infrastructure of present and future water resource basement. -Sewage waste water selectively. -Process waste water mechanically or chemically before releasing effluents The cost of revitalization of endangered water base management is within the range of 40-50 million ECU. The infrastucture investment in water effluent sewaging and cleaning is approximated at the range of  3.1 d EC U strategic management in developing the quality value BOD/COD of natural lake and river water would need  150-200million ECU.

4.0. THE POTENTIAL ENVIRONMENTAL STRATEGIES OF BULGARIA`S CONDITIONS FOR JOINING EU

According to the UNCED (1991) Bulgaria accepts with particular interest the principles of sustainable development embedde in the Brundtland Commission Report and  its follow-up activities. It should be admitted that there is not yet a comprehensive and generally accepted national strategy for sustainable environmentally friendly economic development yet. According to OECD (1995) Bulgaria`s strategies are as follows:

4.0.1. Air Pollution Management Strategy

The Ministry of Environments 1992 Environmental strategy identified air pollution as a key threat to human health and a priority for action in particular air pollution from industrial plants and small combustion sources in hot spot areas. The 1994 Environmental strategy updated new priorities including specfic actions to reduce health-threatening air pollution in hot spots; it is identified nine geographic areas with severe pollution, mainly from industrial plants. The update calls for priority action with respect to three objectives: -Reducing industrial emissions of heavy metals, particulates and other pollutants, initially through good housekeeping and other low-cost approaches. -Alleviating low-stack emissions in highly polluted areas by replacing household and other small-scale combustion of low quality solid fuels with district heating and less polluting fuels such as natural gas. -Reducing motor vehicle emission of lead by promoting the use of unleaded fuel.

4.0.2. Waste Management  and  Soil Contamination Strategy

The 1992 Environmental Strategy provided guidelines for waste management. Its top priority was improving harzadous waste management. The strategy proposed improving regulations so that the municipal landfills meet international standards, and by collecting funds to cover capital costs by increasing user charges.

The 1994 Environmental Strategy Update does not include among its priority issues but proposes a restructuring of waste disposal fees and permits, and suggest a national a national approach to establish regional waste management facilities.

The 1992 Environmental Strategy on soil contamination and acidification called for a study to identify hazardous waste sites so as to determine the nature and extent of contamination from past disposal practices to be followed by risk-based prioritisation and evaluation of the need for remedial action. The strategy emhasized the measures to prevent exposure and to contain contamination at sites posing health and environmental problems. The 1994 Strategy Update proposes a comprehensive legal environmental Impact Assessment System governing soil, clean-up and use.

The soil quality standards were set in 1979 for lead,copper,zinc and arsen in Bulgaria. The Ministry of Agriculture, in co-operation with the Ministry of Environment is developing a long-term strategy for soil contamination on agricultural land.
4.0.3 Water Management Strategy

The Government aims to attain at least the second class of EQS (Environmental Quality Standards) in all rivers except the Danube.The priorities for water management in 1992 Environmental Strategy were to: (1) Decrease industrial pollution particularly toxic effluents such as heavy metals. (2) Compelete municipal sewage treatment plant at advanced stages of construction and modernise existing municipal and feed lot treatment plant. (3) Build municipal plants in the towns with collection networks, with respect to drinking water supply, a priority was to provide additional supply and treatment capacity to Sofia and to deal with the issues of inadquate pricing and water conservation, and deteriorating distribution infrastructure.

The 1994 Environment Strategy Update emphasized pollution, such as nitrates in water and heavy metals and toxic organic compounds in drinking water.
4.0.4 Biodiversity Management Strategy

According to OECD (1995) the Environmental Strategy focused on increasing intitutional capacity through creation for an urgency responsible management of all protected areas, training programs for manager of parks and protected areas and management plan development. To finance conservation it called for a nature tax on revenues from facilities in, or adjacent to protected areas and a creation of a nature protection fund. The 1992 strategy stressed the Black sea, recommending that Bulgaria sign and implement the convention of the Black sea and develop Coastal Zone Management.

Important general recommendations related to biodiversity conservation included information dissemination and education, and co-ordination between the Ministry of Environment and non-governmental organisations (NGOs). The Ministry of Environment has a target of designating 7.5 % of Bulgaria`s territory as protected areas by 2000.

4.1. The  Accessive Political Variancies

Bulgaria is going through unique political, economic institutional and social change associated with the heritage of serious pollution problems from the past. As far as environment and water pollution are concerned, a heritage from the past of forty years is serious. It is characterised by a high level of water contamination, the co-existence of problems caused by traditional and toxic pollutants in the  air as well as point and non-point sources, and the presence of local and regional water resources problems (such as the Ruse where Eco-glasnost was born). It is one of the first places in the old CEE countries where environmental activism blossomed, and  where perhaps it had the most impact in 1988.

Bulgaria is one of the least westernized and industrialized country in Eastern Europe. The environmental difficulties are caused by the past contamination of soil, sediment, and groundwater (the vicinity of coalmining areas, chlorine, sulphur and military plants really act as hotspots for pollution. Environmental Impact Assessment remains the single most important area of neglect although other priority areas are: (!) Environmental Auditing (2) Social and economic consequences of environmental legislation.
4.3 The Variancies

The document on the Governments Green Policy Strategy preparing the accession of the Republc of Bulgaria to the European Union shows that the main determinant of the balance between cconflicting economic, social and environmental consideration is the political and the institution framework (WORLD BANK 1992, IAE 1992, PHARE 1995).

According to the EU Phare Environmental Programme in Bulgaria the laboratories are now well equipped with necessary monitoring equipment which will enable them to produce reliable data enforcing the National Legislation. Bulgaria has signed the Europe Agreement and has as its ultimate goal entry into the European Union.
4.3.1 The Minimalization of tasks

The costs of cleaning up the environment in Bulgaria are tremendous.The comparison of costs and resources suggests that the per capita biodiversity/water/air quality control cost may exceed the per gross domestic product, which is aclear indication that:- 

.Government may not be willing, or able to cover the above costs in the immediate future.

.The time horizone of state-wide control policy must be a rather long period.

.Settling and scheduling pollution quality priorities and goals are critical tasks in Bulgaria.

Here a feasible strategy should be based on cost-effectiveness in the short run leaving open possibilities for gradual extensions in the long run. Bulgaria has signed but not yet ratified the Oslo Protocol, which calls the country to reduce SO2 emissions 2000 by 33 %, in 2005 by 40 % and in 2010 by 45 %, from 1980 levels; this protocol also calls for the adoption of stringent, uniform emission standards for both new and existing power plants 2004. Bulgaria has signed but not ratified the Geneva Protocol, which calls for a 30% reduction in VOCs emssions fom their 1988 levels by 1999.

In March 1995, Bulgaria acceded to the Framework Convention on climate change, a study of options to address greenhouse gas emissions is underway.

4.3.2. The Current Infrastructure

In the past twenty three years Western Countries spent aabout 1 % of their GDP alone on sustainable development in pollution treatment and achieved a remarkable results. To realize a similar development critcal path, Bulgaria should utlize 5 %, or above of the GDP for the same purpose, but that is unlikely projection.

Air pollution in Bulgaria is terrible with coal burning emitting 900,000 tones of SO2 each year, other industries emitt 250,000 tones of NOx. Nearly 3/4 of the country`s water was polluted, 0.5 million hectares of arable land or 44% of Bulgaria, were eroded, or polluted by toxic chemicals (EBRD, 1993). The EBRD plans to have both the most the most modern reactors at Koloduy back in operation in 1998.

From the environmental point of view Bulgaria is more agrian than many of her neighbours and proportionately less industry to clean. As a result a sustainable development should be concentrated on environmentally friendly cheap energy  plants and recycleable processes.
4.3.3. Institutive Environmental Condition Excellence
To achieve an intitutive condition excellence for the accession of Bulgaria Government into the European Union the country should immediately launch key elements in the new strategies as follows:

.Strengthen decentralization and privatization.

.Transform and ecourage the significant role of NGOs, local authorities, and parastatals where necessary.

.Introduce new environmental legislation.

.Encourage a responsible think-tank committee of experts.

.Encourage technical foreign assistance.

The World Environment Center (WEC), in a programme sponsored by the US Government at Neftoch refinery in Burgas, provided equipment to detect and monitor VOC emissions, in order to dentify leaks and other small emission sources. Repairs and process changes could reduce VOC emissions by about 1800 tonnes per year and save the up to $500,000 a year.

The Eco-Trust Fund has been set up through a debt-for-environment swap to provide financing, for environmental audits and small investments in cleaner production. The fund could, for example, finance audits and investments at enterprises being prepared for privatisation, improving their environmental compliance and their attractiveness to investors.

To improve on pollutional excellence the Government of Bulgaria has proposed a lead smelter closure at Plovdiv and the M.E. has closed fodder yeast plant at Razlog (OECD, 1995).

4.3.4. Economic Integration in the Optimalized Environmental Strategy

The Bulgarian cost benefit analysis indicates that the control of ongoing pollution due to capital investment and environmental financing yields greater return than cleaning up past pollution. Thus investment will only be geared towards clean production where this has direct impact assessment on human health and sanitation as follows:

.Investment will be geared towards alleviation of water pollution, air pollution and preservation of biodiversity.

.Development of environmental financing.

.Establishment and augmentation of environmental funds and Eco-banks.

.Technical design and feasibility studies.

.Start-up capital financing to help raise more substantial financial packages from international lending agencies.

.Setting up revolving credits in local commercial banks which will supply soft loans for micro-environmental projects.
5.0.0 THE POTENTIAL ENVIRONMENTAL ACTIONS ON BULGARIA`S CONDITIONS FOR JOINING EU MEMBERSHIP

Bulgaria has not been one of the main benefactors thus far of external aid in environmental trainng, compared with that of Poland, Hungary and Czech Republic (EBRD, 1992, PHARE, 1995).

According to OECD (1995) the priority enviromental actions for air, water, soil and biodiversity are the following:

5.1.0 Air Pollution Actions

The  main actions can be classified as follows :-.Revise ambient air standards at appropriate times to more realistic levels.

.Develop informational standards for acid deposition.

.Settle emission limits for motor vehicles.

.Develop local air management plans for highly polluted areas, including specific measures to reduce pollution levels.

Increase air pollution fines to dissuasive levels.

.Improve air quality monitoring system.

.Reduce energy subsidies.

.Stop retail distribution of high sulphur coal in highly polluted areas.

5.2.0. Water Pollution Management Actions

A network of surface monitoring covers all majors river basins. There are 331 observation points; 2775 on internal rivers, 21 on the Danube, 24 on the Black sea coast and 11 on lakes. Samples are taken every month and upto 33 parameters are analysed. Results are published by quarterly report and annual summary report. There are 276 groundwater monitoring points. The priority of water pollution management actions are the following according to ME-strategy (1992) : 

.Decrease and monitor industrial pollution.

.Complete municipal sewage plants and finance the infrastructure.

.Build municipal plants in the town with collection networks.

.Reformulate the legislative and regulative framework.

.Progress water pricing policy.
5.3.0. Waste Management and Soil Contamination Actions

.Report and monitor waste systems (IAE, 1992).

.Track waste  transfers.

.Make adequate legal reglations on waste collections (ISC,1991).

.Transport and dispose waste at the correct allocated safe sites.

.Facilitate mechanisms for small generators.

.Recycle safe biodegradable waste materials into commercial products.

.Develop an assessment for land restitution and start projects for environmental technology development.

.Identify cost-effective measures for health and sanitation actions.
5.4.0 Biodiversity Actions

A national wetland plan, targeted at the most important wetlands, has been drawn up and the National Ramsar Convention Committee established in 1993 to implement it. Four areas have undergone restoration namely Kamchia, Shabla River, Duramkulak and Sreberna.

Species recovery plans have been prepared, in line with the Bern Convention: -Depicting that the bear is fully protected, -Sites where medicinal plants grow have been documented and a number of endangered birds species (notably the tthree vulture species) have recovery plans in place. -Among threatened indigeneous species, 520 species of fauna and 330 of flora (including all known cave species and 75 % of vertebrates) are protected of the 156 species in the Bulgaria Red Data Book, 154 are under protection (OECD, 1995).

Fees had been recently introduced for the gathering of medicinal plants.

Training facility has been provided by the GEF PROJECT as from 1996 to develop a management plan for Central Balkan National Park and Rila National Park.

.Ratify the Convention on Biological Diversity.

.Strengthen institutional capacity.

.Improve intragovernmental co-ordination in biodiversity.

.Develop domestic funding mechanisms and promote public awareness through information campaigns and education measures in Bulgaria.
6.0 THE UNSOLVED MAJOR ENVIRONMENTAL PROBLEMS IN      BULGARIA

These are the major urgent environmental problems yet to be solved by Bulgaria:

.Significant air pollution due to metalliferous industry with poor emission control.

.Significant air pollution due to chemical industry sector.

.Significant air pollution of a cross boundary nature due to industrial activities in neighbouring countries.

.Significant air pollution due to thermal power generation frrom poor quality lignite coal combustion plant (The Maritsa East Complexes emit approximately 1million tonnes of sulphur per year).                                      

.Disposal of hazardous waste in a controlled manner.

Significant water pollution due to lack of wastewater treatment systems for both municipalities and industries.

.Leachate from contaminated soils.

.Significant contamination of soils from mining activities such as uranium mining and tailings disposal, lignite mining, copper ore mining and processing.

7.0 THE POTENTIAL ENVIRONMENTAL STRATEGIES ON POLAND`S  CONDITIONS FOR JOINING EU MEMBERSHIP

Poland experienced rapid economc growth in the 1950s and 1960s, led by industrial production. In the 1970s, however, the growth slowed and social unrest grew. The Government tried to raise productivity by importing industrial technology from the West. This strategy yielded temporary success, but rising import dependence was not  matched by growthh in hard-currency exports to the West and external debt steadily accumulated. In 1975, Poland`s external debt reached US $24 billion. With restructurng and the capitalisation of interest, the debt had risen to over US $40 billion by 1989 (OECD, 1994). The country has negotiated significant reductions in its external debt. In April 1991, western governments, to which it then owed US$32 billion, agreed to cut this debt by 50 %. In March 1994, Poland reached an initial agreement with the private international banks holding US$ 13.2 billion in debt for a 45 % reduction.

According to UNEP (1993), OECD (1995) and PHARE (1995), the potential strategies on Poland  accession into the EU can be categorised as follows:
7.1 Air Pollution Management Strategy

The 1991 National Environmental Policy gives a prominent role to reducing emissions of pollutants. Five of the policies ten short-term priority objectives, to be attained by 1994-1995, include air pollution measures (OECD, 1995). These five objectives call  for: 

.A reduction in emissions from the most highly polluting industrial plants.

.The implementation of a coal quality improvement programme to reduce sulphur content, and an improvement in the quality of coal  used for domestic purposes.

.The improvement of frontier monitoring systems for transboundary pollution, includng air pollution.

.A reduction in air pollution emissions, especially those from small sources, in Upper Silesia and other areas where health and the environment are threatened.

.The preparation of an EECONET map that would highlight the continents air pollution amenities and the responsibility of both individual countries and the European Union as a whole to preserve them (IUCN,1997).

The main focus of the policies medium-term priority objectves, to be attained by 2000 are as follows:

.A reduction in SO2 emissions by 30 % from the 1980 level, to 2.9 million tonnes per year.

.A reduction in NOx emissions by 10 % from the 1987 level, to 1.4-1.4 million tonnes per year.

.A reduction in emissions of particulates by about 50 %, equivalent to improving the efficiency of particulate removal from the stack gases of industrial and power plants from 92 to 96 %.

.A reduction in the emissions of other air pollutants, including volatile organic compounds (VOCs) hydrocarbons and heavy metals.
7.2. Water Management Strategy

The Governments 1991 National Environmental Policy provided the basis for a new approach towards more efficient water resource use and water management. The objectives have been translated into short-term and medium-term priorities. The short-tem priorities were directed towards alleviating drinking-water shortages in urban areas, constructing waste-water treatment plants, modernising networks, increasing water storage capacities and water-mangement more efficient. The Government objectives are as follows:

.Decentralising water management systems.

.Reducing allowable discharges of pollutants.

.Strengthening economic instruments.

.Reinforcing capacities of water retention.

.Restricting deep groundwater use because of possible leachates and dangerous trace mineral elements.

.Improving  protection against  floods.

.Strengthening the use of rivers for energy production and transport

 The medium-term priorities are: A 50 % reduction of untreated discharges   waste water by 2000 and an increase of the share of biological/chemical treatment.

Improvement of rural drinking water quality and supply.

.Reduction of the Impact of saline water discharges.

.Restriction on all deep groundwater use by industry, except for food and pharmaceutical production.

.Greater use of the potential rivers for transport.
7.3.  Waste Management and Soil Contamination

The objectives and priorities in waste management and soil contamination are clearly identified in the 1991 National Environmental Policy and in the PHARE (1995) EU-documentation report. The short-term priorities can be listed as follows: -The results envisaged by 1994-1997, aim at rapid reduction of the solid waste burden, through the implementation of an adequate management system for industrial and municipal solid waste and disposal of toxic waste.

-1835 M tonnes of stored industrial waste (increasing number). The stream of imported waste (eco-dumping) has been brought under control following new regulation (EBRD, 1995). 258M tonnes of stored hazardous waste (decreasing fast,but 45% of dumps are still entirely unprotected. -Transport of dangerous substances law on protection and shapinng of the environment, January 1980, as amended in 1983, 1987, 1989, 1990, 1991, 1993 (Document C) new EIA-regulative laws in force (EBRD, 1995).

-Russian bases (17 in the Western half of Poland, covering 70,000ha). Clean-up will be very expensive the best techniques for soil cleaning are not yet available locally.

.Agricultural areas in Silesia with contaminated soils, leading to unhealthy food production.

The medium priorities are the results to be envisaged by 2000, aiming at the proper processing and safe storage of all hazardous waste, 20 % reduction of solid industrial waste requiring disposal and an increase the rate of waste use; the creation of a system of separation and recycling of municipal waste and the introduction of techniques of composting, incineration and biogas production. The long-term priorities are  the  results  to be envisaged by 2020, aiming at the introduction of environmentally friendly, modernised manufacturing technologies throughout all production processes, with support being given to clean  technology, rather than to expensive end of pipe cleanig equipment; and the repair of environmental damage and the creation of a system preventing its repeated  occurrence.
7.4. Biodiversity Management  Strategy

The principal reason for creating European Biodiversity Network is to integrate protected areas in individual European countries with areas and endangered species to be protected in the EECONET System, according to the International Criteria and Standards (BIRSCHOFF, LONGMAN, 1993; MERRIAN, 1991; SAUNDERS and HOBBS- after LIRO and SZACKI, 1993).

Since the mid-1970s, Poland has had a goal of creatiing an extensive system of protected areas, with core zones lined by the habitat corridors. The 1991 National Environmental Policy further sets out basic intentions and a few specifc policy objectives regarding nature conservation and natural resources.

The Policy calls for an integrated system of protected areas, including new national parks, nature reserves, landscape parks and other protected areas. The plan is for the protected areas to be increased to 30 % of Poland`s territory, with national parks reaching 1 % and nature reserves 0.4 to 0.5 % overall, ecological systems would be preserved through protection of the full array of plant and animal species and their gene pools. Forest management is carried on the basis of the 1991 Statute on Forests and the Development Programme for Selected Fields of Forestry and Conservation of Eco-systems in National Parks for 1993-1997. In 1992, a strategy for nature conservation was commissioned, but the resulting was without specificc targets, instituutional requirements, or estimated costs for the actions called for it does not appear to have been used. A marine and coastal protected areas plan is now in preparation and work is now beginning on a National Wetlands Plan and on plans to protect several species (OECD, 1995).

According to UNEP (1993) and MICHAEL TENS DONKELAAR (1997) the state of nature in Poland is quite varied. There are reas such as the Silesia-Cracow agglomeration, Turoszow and Konin brown coal-basins, Belchatow industrial district, Legnica-Glogow copper-basin and Tarnobrzeg sulphur-basin, whose natural resource are highly degraded as a result of the long-term influence of destructive factors.

The biological diversity of Poland is fairly high in comparison with other European Countries. According to the calculations in 1991, there are 46,900 species of living organisms in Poland, among thes re 5000 species of fungi, about 2,200 species of vascular plants, 116 species of fish, 18 species of amphibians, 9 species of reptiles, 360 species f birds and 98 species of mammals (UNEP, 1993).

The Green Lungs of Poland Initiative, involving five voivodships in north-east Poland, is a regional conservation strategy of co-operation among the national regional and local adminstrations as well as international assistance. This Initiative combines restrictions on environmentally harmful activities, such as certain types of  industrial development, with a coherent system of protected areas, covering in particular the Biebrza Marshes and plans for sustainable management of forests, the ntroduction of organic farming and  development of eco-tourism. There are proposals to duplicate this eco-model in north-west Poland and suggestions for similar intiatives with neighbouring countries.
8.0 The  Accessive Political Variancies

The speed of privatisation is the highest in the most industrialised regions, where the available and relatvely modern capital constituted critical mass and where the necessary infrastructure was in place. The economic and legal reforms in Poland seem to be taking on nicely for the accession into EU.

The sources of environmental damage in Poland are confined to a limited number of sites. These sites however, are heavily polluted and a large number of people are at risk, especially as a result of air pollution. About 50 % of air pollution originates from 15 % of the total area, and just five enterprises in Katowice district produce over 10 % of the countrys particulate (WORLD BANK, 1992).

Government Policy advocates market reforms, such as increased energy prices and energy conservation, as a cost-effective way of addressing environmental problems. At the same time, considerable effort is being made to preserve important natural areas, notably the north-east with its relatively untouched primeval forests. Where the initial economic decline provided a temporary abatement of the pressure on the Polish environment, the challenge will now be to stabilise or reduce further the emissions as recovery sets in 1992, real GDP growth was positive and in 1993; GDP rose by 4 %. Several other features of macroeconomic context are likely to influence environmental improvement for sometime to come: with a budget deficit running at 5 % of GDP, there will be continuing pressure to reduce public expenditure and make it more efficient; high rates of unemployment (16 % by 1994) may create resistance to proposed environmmental measures; inflation of 35 % tends to shorten the economic horizon.

Poland presents the characteristics of democracy, with stable institutions guaranteeing the rule of law, human freedom rights and respect for and protection of minorities. The right to health is affirmed by the new Constitution of 1997, which also establishes the principle of the handicapped and destitute families.
8.1.1 The Variancies

The accession of Poland into the EU will take place as soon as the country is able to assume the following variancial obligations by satisfying the economic and political conditions:

.Achieving stability of institutions guaranteeing environmental democracy.

.Existence of a functioning market economy, as well the capacity to cope with competitive pressure and market forces wthin the Union.

.Adherence to the aims of political, economic and monetary union.

Poland`s adminstrative structure is under going a process of reform. It is proposed that 12 districts will replace the existing 49. Each of the districts will be divided into counties. The communes will continue to exist as self-governing authorties. The commune is responsible for issuing siting permits for all projects. The commune determines the environmental assesssment impact for local projects (OECD, 1995 and MICHAEL TEN DONKELAAR, 1997).
8.1.1.1.  The Minimalization of Tasks
The respective Ministries are working in conjuction with the Ministry of Environmental Protection, Natural Resources and Forestry which is the highest environmental Authority to the glory of environment in Poland. The Ministry has the following tasks to solve in relation to the Environmental Impact Assessment:

.Reviewing and approving EIAs for projects especially harmful to the environment and human health, jointly with the chief sanitary inspector.

.Maintaining a list of consultants and organizations authorised to under EIA.

.Application of robotics technology development in characterising and remediating of DOE sites containing radioactive, hazardous and mixed waste. The technology integrates state-of-the art computing and sensing technology with manipular and vehicle systems to provide remote clean-up capabilities.

.Using analytical laboratory management in developing a quality assurance programme for sampling and analysis; the development of sufficient laboratory capacity for the analysis of radioactive,hazardous and mixed waste; co-ordination of the EMS analytical support resources; the development of an EM information management system; and the implementation of advanced technology for the analysis of mixed waste samples.

.Mediate International Technology Exchange in identifying and facilitating the transfer of foreign technologies which could improve the system and operational effectiveness, as well as establishing and maintaining aggressive inter-agency strategic tasks based on collaboration and technology transfer among the Polish Federal Agencies, industry, academia and the international community.

.Capacitate decision support by providing the framework for strategic and tactical decision-making. This ranges from technology prioritization to environmental programme implementation.
8.1.1.2. The Current Infrastructure

The adoption of the acquis, and in particular the internal market acquis,is very essential for Poland which must commit itself permanently to the economic obligations of accession into the EU. The capacity to take on the acquis has several reasons. Poland needs to be capable of taking on the economic obligations in such a way that the single market functions smoothly and fairly. The capacity to benefit fully from the competitive pressures of the internal market requires that the underlying economic environent be favourable, and that the Polish economy have flexibility and a sufficient level of human and physical capital, especially in the infrastructure. The existence of a broad based environmentally friendly consensus across the nature of the changes to industrial economic policy requires a sustained record of implementation of economic reforms in the face of interest group pressure which is happily underway now in Poland.

The State Inspectorate for Environmental Protection is the main body responsible for the enforcement of environmental regulations. The State Inspectorate and its voivodships branches operate within the framework of the Ministry of Health and Social Welfare. The sanitary inspectorate monitors pollution and other environmental conditions with respect to their impact on human health.

There are seven regional water management boards created in 1991, which are responsible for developing programmes for water use. The State Forests Adminstration is responsible for logging and managing state forests (78 % of the countrys forested land) and for inspecting privately owned forests after the authorisation by the voivodships, which generally oversees private forests. The Polish infrastucture also includes the National Fund for Environmental and Water Management, which provides the financial assistance in the form of soft lons and grants for environmental projects.
8.1.1.3. Intitutive Environmental Condition Excellence

The achievement of conditions of excellence in Poland seeks to move towards structural type funds for investment with three milestones for the environmental programmes, firstly three interdependent partners (IFIs, Phare National Fund for Environmental Protection and Water Management /NF/ on behalf of the Minister), then two /Phare plus the NF/, then by 1998-99 one /NF/ in fund syndicating collaboration with Phare and others. The management mechanisms for condition of excellence will comprise of the following distinctive individual issues: (1) Co-ordination with post Dobris and Lucerne funds (Environment for Europe) requires careful reviewing before implementation it is needed but without top-heavy adminstration (2) Integration of environmental programmes and projects should be in terms of closure liason to ensure complementarity. There is clearly the necessary dimension of unilateral action by given CEE country. However the Phare Regional Programme (e.g., Black Triangle CZ, PL, D) have a contribution potential in specific areas. Again the involvement of IFIs in various environmental projects/programmes will provide a lighter liasion dimension where they are involved. (3) The environmental programmes in Poland have really demonstrated the clear effectiveness of this mix of technical advice and assistance with part funding of capital projects as well as institutional development has been established. (4) The close working level relationships are crucial in the inter-relationships are not simple issues in the final analysis as for example Phare taskmanager is in Brussels with the natinal Programe Authorising Officer (PAO) representing the Ministry and his senior staff, -task manager with the Delegation programme officer. -The PAO has to maintain the support of Minister for the programme implementation path. The task manager has to ensure support by the Head of Unit and the Director Phare Operational Services whilst the Delegation programme officer needs the continued backing by the Head of Delegation. Finally, at policy level through co-ordinative communication is required for excellence in environmental performance and public awareness.

8.1.1.4 Economic Integration in the Optimalized Environmental Strategy

Following the clear switch in the monetary policy regime which occurred in 1996, Polands participation in the third stage of EMU as a non-participant in the Euro-area should pose no problems in the medium term. However, it is important that central bank legislation is made completely compatible with EC rules and that the stability orientation of current monetary and exchange rate policies is maintained. In addition ,,the restructuring of the bank sector should be completed in time to enhance the transactions in the environmental economics technology clean-up in Poland”. 

The move towards structural type funds operated by the National Fund for Environmental Protection and water management (National Fund) on behalf of the Minister for Environmental Protection, Natural Resources and Forestry via three fund syndicating milestones:

-Linked investment from 1996-1997 operations by NF with Phare funds and IFI as part of the deal.

-1997-1998: joint linked programme investment operations between NF, Phare and IFIs to fight enviromental pollution.

-1998-1999: National Fund operating Phare funds in partnership with the CLU and with association with IFIs where appropriate this ensures proper focus on environment (OECD, 1995; PHARE, 1995; and UNCED, 1997; EU, 1997)

9.0. THE POTENTIAL ENVIRONMENTAL ACTIONS ON POLAND`S CONDITIONS FOR JOINING EU

There are areas of indisputable ecological threat in Poland.The current threatened areas have been identified from among 27 pre-defined areas by uniform index method, on the basis of 12 selected environmental and toxicological parameters best characterising the examined area. The results indicate that the greatest threats are concentrated in 10 urban areas and 12 rural areas, many of which are located in two narrow areas: along the lower reaches of the Vistula river, and along the southern border of Poland (see tables two, three and the annexes attached at the end which summarise the critical areas of environmental pollution in the CEE countries).

9.1  The Action on Air Pollution

.Reduce SO2 and NOx emissions at source by incineration. 

.Alleviate the emissive particulates by about 50 %

.Filter and monitor the emissions of volatile organic compounds (VOCs), hydrocarbons, heavy metals and other air pollutants.

.Use the adopted regulative measures to reduce pollution from vehicles.

.Set the correct economic instruments in operation for polluters to pay financial charges.

.Apply bimonitors in sensing dangerous air pollution to acceptable EU standard levels.

.Embark only on cost-effective environmental projects in fulfilling the EU accession goal.

9.2  The Action on Water Management

.Organise for a proper drinking water network system of acceptable BOD/COD values.

.Monitor the lakes and groundwater for any radio-active elements.

.Arrange for regulatory fee measures for waste water discharges and fines for non-compliance.

.Transaction mechanisms be set for prices of piped water and water abstraction fees.

.Make the strategic management system of water be cost-effective.

.Optimise the capacity of sewage treatment plants.

9.3. The Waste Management and Soil Contamination Actions

.Recycle and debiodegrade wastes at source.

.Incinerate industrial wastes with modern plants.

.Organise and classify the safe disposal sites.

.Set taff regulatory fee for wastes disposal and penalities for non-compliance.

.Decrease the capacity of landfills in Katowice, Warsaw and Zielona Glora.                                                Stop the acceleration of water runoff from catchments and incremental lowering of levels of groundwater.

9.4. The   Biodiversity  Actions

.Distribute the fish-ponds in Poland evenly.           

.Set  very thorough regulative laws for impact assessment of endangered species.

.Protect the gene pools existing in populations of all species.

.Potect the extinction of species.

.Prevent the destruction of ecosystems, which were created in different climatic zones in a natural, or by man in the course of his economic activities.

.Adjust mineral fertilizer dosages to actual nutritional requirements of plants and the absorption abillities of the soils, particularly avoiding one-time application of high dosage fertilizer.

.Diversify the agricultural landscape structure by protecting and introducing reforestation, tree plantings, rush assemblages, as well as meadow and waterside vegetation to cultivated field.

10.0. THE UNSOLVED MAJOR ENVIRONMENTAL PROBLEMS IN POLAND

The speed of approximation process could be increased if some main hindrances are eliminated. They include (WAJDA, 1996):

.Lack of specialists with sound knowledge of the European Union Environmental legislation.

.Lack of materials on EU draft legal instruments and on new tendencies in EU legislative policy.

.Lack of working relations with EU experts.

.Excavating the dumped toxic materials in the soil.

.Introducing clean and efficient energy plant systems in the coal mining areas.

.The question of enhancement of public, NGO and Government awareness in environmental protection.

.Atttaining specific targets for SO2, NO2, dust and volatile organic substances.

.Reducing polluting discharges into rivers by municipalities and  industry.

11.0  THE POTENTIAL ENVIRONMENTAL STRATEGIES OF CZEcH REPUBLIC`S CONDITIONS FOR JOINING EU

According to a more complex realistic and holistic understanding of environmental issues started some thirty years ago. The first childrens protected  nature area in Czech Republic was established 25 years ago in Pachatice, South Bohemia.

Western experts visting northern Bohemia in early 1990 called the moonscape path of a 50-mile long lignite vein the worst swath of damage from mining and industry in Central and Eastern Europe. The biodiversity loss in the area is very extensive and reclamation of the landin the so-called Black Triangle, which extends to the province of Saxony in East Germany at one end and Polish Silesia on the other, has been very effective. According to MOLDAN (1990 and 1991) the BLUE BOOK and the Rainbow Progamme - the goals and general principles of the environmental policy are determined by two main factors: the fact that an environment is an alarming state.

.Attempts to apply the basic approaches of global environmental policy.

The national environmental policy objectves are the following: Protection of human health.

.Minimising the us of natural resources.

.Limiting the export of missions across the state borders and contributing to the solution of global environmental problems. The latter policy is based on the following principles (MOLDAN, 1991): Complexity, to keep in harmony, ecological, economical and social development.

.Direct responsibility, the polluter is responsible for his/her consequencial activities.

.Decentralization, the passing of activities and responsibilities to local authorities.

.Pollution prevention.

.Preliminary prudence and caution.

Important role for private citizens and NGOs.

According to IAE (1992), OECD (1995), IUCN (1997) and MICHAEL TEN DONKELAAR (1997) Czech Republic`s strategies are as follows:

11.1 Air Pollution Management Strategy

The Clean Air Act adopted by CSFR in 1991 and later enacted by the assemblies of both countries emphasizes the need to prevent air pollution at its source, stresses the use of economic incentives for compliance, and clarifies the legal responsibilties of major actors in the process including polluters, importers, transporters, investors and state agencies. It takes a complex and comprehensive to atmospheric protection, specifying sanctions to be used for violations of limit values for emissions, immissions and depositions of pollutants.

11.2. Waste and Soil-Contamination Management Strategy

According to CSFR Legislation of the Waste Act of 1991 and EBRD (1995) waste is divided into groups which define the degree of harmfulness and assign a code to match waste handling procedures.Waste generators must follow a number of dimensional steps including the adoption of waste management programes. Operators of waste management treatment facilities and waste disposal sites must also fulfill a number of requirements including compliance with rules preventing  leakages and thefts, maintenance of records and relevant data.

.Type of waste (municipal, hazardous, radioactive waste).

.Technological process which produces waste.

.Amount of waste in  t/year.

.Manner of waste treatment.

.Protected soil contamination areas.

.Protected soil contamination zones.

.Consequences of depositing waste on agricultural land.

11.3 Water Management Strategy

The Federal Water Act Legislation of the 1970s (Czech Rep. water Act. No.138/1973) regulates six categories of parameters: Oxygen content, basic physico-chemical and other chemical pollutants/elements, heavy metals, biological and microbiological levels and radioactivity.

The country reqiures permits for the use of surfaces and ground water. There are charges for surface water withdrawal and for surface water use for power generation, and the use of groundwater and public water supplies.

Under the newly amended CR Act on the State Adminstration in water economics, municipal and district offices encourage public participation by citizen organizations. The hydrometrological Institute, the district and sub-district offices, the inspectorate and river basin authorities have monitoring responsibilities.

11.4  Biodiversity Management Strategy

According to IUCN (1997) Czech Republic is mostly based on the recently published study of the Czech Ramsar Committee, which summarises results of an extensive national inventory Wetlands (HUDEG et al. 1993, 1995). Wetland  biotopes were divided into four categories according to their importance Ramsar sites: 

.Wetlands of superregional (national and central European) importance.

.Wetlands of regional importance.

.Wetlands of local importance.

Farming, forestry and fishery are the main economic activities in the Trebon region. One of the most problem for the land protection is the whole eutrophication of the environment which is caused by the system of agricultural production in the region. The high concentration of pigs being fattened is a particular problem to the biodiversity management strategy.

A practical approach to endangered species of the unique biological importance of the protected landscape areas have also been internationally evaluated (in the framework of UNESCO Man and the biosphere project) since 1977. In 1993 the most valuable peat-bogs were alo registered as being of internatonal impotance. (Trebon peat-bogs area 1080ha, air pollution threatens 54 % of the country`s higher plants and 57 % of its vertebrate animals (EBRD, 1995).

The principle of sustainable development is incorporated in the General Environmental Act. (No.17/1992S.B.). It gives the commitment to preserve for present and future generations the possibility of meeting their needs, and at the same time not to reduce diversity of nature and preserve the natural function of ecosystems (MoE, 1993; Par.6).

11.5 The Accessive Political Variancies

Since the political changes in 1989, the leading role has been taken over by  environmental education centres, established and suported by different types of organizations (e.g., local educational authorities, nature conservation organizations, and NGOs). In addition, some progressive sites have been taken in the official education system. According to the research of target groups for environmental education, 81 % of the Czech Republics citizens are aware of environental situation in the country. The level of awareness and how seriously people view the stuation are directly related to the types of pollution and their severity in the region in which they live. Based on survey researches e.g in 1993, the most concerned people live in the Northern Bohemia, while the most satisfied peopleare in South Moravia East Bohemia traditionally less polluted and less industrialised areas (MILAN CAHA, 1994).

The Green Policy in Czech Republic needs the following concrete positive political variancies in joining the EU:

11.5.1 The Variancies

The issue of forces and variables affecting environmental literacy is very complex. The average citizen understands that the environment is not good overall, but there is an acceptable level of wareness only for some major types of pollution and a few other environmental issues. People feel that air pollution (93 %) and water pollution (92 %) are urgent issues. There was a big increase (from 55 % to 78 %) regarding fears of ozone depletion in the last two years (IRENE MURPHY, 1996).

In the following documentation report, the research survey tries to fnd out how far tthe accessive political variancies in the environmental policy, strategy has improved to meet European conditions for entry into the European Union as follows:

11.5.1.1  The Minimalization of  Tasks

The teams of experts from a number of International agencies began the minimalization of  tasks in environmental policies in CR as early as in 1990. The primary goal was to support the implementation of the Association Agreement and other western dicta to qualify for aid and to speed private investment from abroad. The stricter enforcement procedures and dovetailed with greener principles in the minimalization of tasks are the following:

.Industrial development and agriculture policies should always consider a worst case scenario for environmental impacts in all situations.

.The best available techniques and environmental practices leading to the most effective treatment at the least cost should be used.

.Pollution should be controlled at its source and requirements for the use of environmental assessment during the planning phase of enterprise in the wide use.

.Polluters or users of natural resouces should pay for the cost of mantaining or repairing resources.

.Full use should be made of of regional transboundary co-operation in the development and implementation of environmmental economic policies.

.Accurate and timely data about environmental management needs should be freely shared.

11.5.1.2. The Current Infrastructure

The Government stucture adopted by the CSFR IN 1991-92 and later by each republic was enacted and implemented with similar government structures. CR continue to enact and guide legislation through a parliament and a council of minister, the country is divided regionally into 76 districts. The Environmental Ministry has prerogatives over air water, and soil quality, waste treatment, nature, and landscape protection, forestry, hunting, fishing, geological and mining surveys. It supervises environmental boards which manage river basin and is responsible for Impact Assessments and for releasing environmental data to the public.

The current environmental infrastructure in CR reveals that the principal environmental problems (EBRD, 1995) are:

.Air pollution and forest damage 60 % of forests affected.

.Drinking water contamnation 50 % of sources do not meet Legal Standards.

.Waste management 600Mtonnes are produced every year.     

11.5.1.3. The Intituitive Environmental Condition Excellence

The structuring of goals for harmonising environmental standards and their enforcement with those of the EU, emphasizing modern monitoring and data reporting methods, and the linkage of privatization measures with improved environmental practices.

Among other new Laws are the Clean Air Act (1991) and the Act on Air Pollution (1991) which replaces the Act of 1967. For conditions of excellence in environmental impact assessment the CR EM enforces the environmental laws through the Inspectorate. It monitors compliance, issues adminstrative orders and imposes penalties in some sectors. Its powers are broadest in the air sector where it is authorised to issue permits.

The environmental conditions for for clean energy policy are as follows:

.Optimal security conditions for nuclear installations. Liberalization of the energy market to improve efficiency and security markets.

.Sulphur content of liquid fuels.

.Identifying and adopting cornerstone environmental legislation of the acquis communautaire.

.Developing specific implementation and enforcement strategies to ensure that the national legislation is effective and matching the compliance levels found in the EU.

11.5.1.4. The Economic Integration in the Optimalized Environmental Strategy

The CR government is working  on the transformation of the economic system to a market economy, the use of economic instruments in environmental policy is gradually getting more important. The types of economic tools are:

.Environmental pollution fines (on emissions to air and water, and waste production).

.Fees for exploitation of natural resources (use of groundwater, exploiting mineral  deposits).

.Taxes' (e,g., different rates of Value Added Tax).

The charges on emissions are raised slowly each year, so that companies can adapt to the new situation and start to make use of cleaner technologies. The state of Environmental Fund collects the revenues of the charges that are partly paid to the companies when they reinvesting in environmentally sound technologies (MoE, 1995).

The CR, on the other hand, has been on a faster track to privatization. Its economic policies maintained microeconomic stability keeping inflation at a 10 % level, lower than any other post-communist economy intransition. Half of the work was employed in private business as scores of small manufacturing plants and private banks were placed in operation (SIA, 1997 and UN, 1997).

12.0. THE POTENTIAL ENVIRONMENTAL ACTIONS OF CZECH  REPUBLIC` S CONDITIONS FOR JOINNG  EU

A diagonistic study of the World Bank (1992) and EBRD (1995), PHARE (1995) identified the environmental Action plans on the Danube River Basin (DEP), the Black Triangle, Four hotspot Action Programme, Environmental Risk Assessment, Environmental Audit, Environmental training in the energy and chemical setor Action Programmes.

According to the OECD (1995) the priority environmental actions for air, water, waste and soil, and biodiversity are the following:

12.1 Air Pollution Actions

.Develop informal standards for acid deposition.

.Develop local air management plans for highly polluted areas, including specific measures to reduce pollution.

.Increase air pollution fines too dissuasive levels.

.Improve air quality monitoring  system.

.Reduce energy  subsidies

.Invest  in clean energy heating system plants.

12.2. Water Pollution Management Actions

.Reformulate the legislative and regulative framework in the water management  policy immediately.

.Complete a comprehensive infrastructure on DEP.

.Complete municpal sewage  plants  and finance the infrastructure.

.Build municipal plants in the town with collection networks.

.Decrease water effluents and  monitor  industrial pollution.

12.3 Waste Management and soil Coontamination Actions

.Make adequate legal regulations on waste collection (ISC, 1991).

.Excavate the postwar toxic materials/pollutants form the soil.

.Combat pollution at the correct adminstrative level and  the one suited to the task of dealing with the problem.

.Minimize the use of nonrenewable waste resources and promote recycling and re-use of materials.

.Rationalize the production of coal and use of energy to clean electric energy  source.

.Identify cost-effective  measures for health and sanitation actions.

.Identify natural treatment as much as possible (SOMLYODY, 1993).

12.4. Biodiversity Actions

The core areas whose richness of ecological diversity differentiates them from surrounding areas and which are bove the ecosystem level of organization.The biodiversity core areas are characterised by a variety of species, landscapes and habitats. They are also important sanctuaries for native and migrating species, especially those classified as endangered. The immediate actions are the following:

.Ensure better protection of species and habitats listed as particlarly endangered and considered of special importance in CR.

.Co-ordinate regulatory, legislative formation of spatially integrated network of those areas which have been, least transformed by man and which, at the same time, reflect the variety of nature.

.Effect immediately the immigration  and spreading of species in the river basin through the protection of  areas which are migration routes that are vital for the preservation of genetic variety and, in many cases, for the survival of populations.

.Develop a common action for the protection of the least changed ecosystems and landscape they would also act as an effective counter to those processes which cause plants and animals to become extinct.

13.0 THE UNSOLVED MAJOR PROBLEMS IN CZECH REPUBLIC

These are the major urgent environmental problems yet to be solved by CR:

.Leachate from contaminated soil.

.Significant air pollution due to thermal power generation frrom poor quality lignite coal combustion plant.

.Significant air pollution due to metalliferous industry with poor emission control.

.Optimal security  conditions with for nuclear installations.

.Sulphur content with liquid fuels.

.Technical feasibility studies and pilot programmes to tackle particularly urgent  projects.

.Waste legislation and genetically  modified  organisms with regard to EU regulations, the Waste Management Act/Genetic Act does not define with adequate clarity, the responsibility for waste disposal/Genetically modified organisms nor does it specify with adequate detail sanctions for violations of the law (REC,1996).

14.0 THE POTENTIAL ENVIRONMENTAL STRATEGIES OF SLOVAKIA`S CONDITIONS FOR JOINING EUROPEAN UNION

The strategy of National Environmental Policy is a basic document of the CRs environmental policy. It was worked out and subsequently approved by the Governmentt and the Slovak Parliament (in 1993) in accordance with the trend of environmental problems solution within the scope of UN, OSCE, EU, Council of Europe, OECD and other integrative groups. The survey research document  reflects Slovakias interests to join the gobal alliance whose aim is to achieve European and global environmental security, sustainble development and life on the Earth, in compliance with the approved documents of the UN conference on the Environment and  Development (Rio de Janeiro 1992) and the Conference of the Ministers of the Environment (Luzern, 1993). The strategic policy specifies its aims of determining priority actions on the short, medium and long-terms. These objectives relate the environmental components protection, selected circles of problems or, generally the care of the environment. The national environmental policy is aimed mainly at the elimination of causes of air, water and soil contamination. On this basis 10 principles of the national environmental policy are determined.

The National Environmental Action Programme, represents the most of concrete concept, legislative, organizational, educational, and instructional and in under the gestion of particularly investment activities under the gestion of various bodies which administer selected components of the environment:

.SR is responsible for the management and protection of the following principles:

.Nature protection.

.Protection of quality and quantity of water and their reasonable and capacitable  utilization.

.Air protection.

.Land use management and building code.

.Standardized  environmental  information system and area monitoring.

.Geological research survey.

According to IAE (1992), OECD (1995) and SIA (1997) Slovakia Republics Strategies are as follows:

14.0.1. Air Pollution Management Strategy

The Air Protection against Pollutants Act No.309/1991 has laid as a foundation whih is followed by the Air Pollution Charges Act No.311.The Clean Air Act adopted by the CSFR in 1991 and later enacted by the assemblies of both countries emphasizes the  need to prevent air source, stresses the use of economic incentives for compliance and clarifies the legal reponsibilities of major actors in the process, including polluters, importers, transporters, investors and state agencies.

In Slovakia, there is a national  network of regional (7) and local (32) air monitoring stations. The following pollutants are monitored: SO2, sulphates, NOx, nitrate, flying dust, heavy metals (pb, cd, cu, zn, mn. cr, va, Ni),Volatile organic compounds C2-C6.

14.0.2  Waste and Soil Management Strategy

In accordance with the principles of integrated management,the main objectives for waste management in SR include:

.Minimalization of waste production.

.Recycling and recovery of secondary material and energy from waste.

.Treatment aimed at the reduction of the hazardous characteristics of wastes.

.Keep ecological landscape shapely in balance.

.Environmentally sound  disposal of unusable wastes.

.Gradual decrease of soil contamination.

At present, 8 generally binding legal regulations are valid in the field of waste management in SR.There are 538 land-fills which are licensed, 102 of them fully conform to the technical parameters. 72 of them are of original character, 31 new landfills have been built since 1991 and additional 27 landfills are being established.

14.0.3 Water Management Strategy

The protection of the quality of water against the pollution by waste water in the SR is applied on the basis of the Slovak Government Regulation No.242/1993 on the Admissible  Water Pollution Standards.

The Water Act.No. 138/1973, (28) stipulates the drinking water as a priority water use. Other priorities are determined by the law and are asseessed from the viewpoint of the public interests of individual regions. On the latter water Act. the strategic water management plan (SVP) has been worked out.The master plan according to the chapter 3 of the Water Act, is the basis platform for all water management measures in the field of urban planning and water permit decision making. The SR Ministry of Environment provides working out of Hydro-Ecological Plans for river basins focused on the protection of the quantity and quality of water and its rational use.

14.0.4   The Biodiversity Management Strategy

The system of protected areas in the SR and its implementation, in accordance with the National Council of the Slovak Republics Act No.287/1994 on Nature and Landscape Protection includes the following items:

.Categories of protected areas.

.Protected zones of protected areas.

.Zones of protected landscape areas and national parks.

.Conditions of the conservaton of protected areas.

.Management of the protected areas.

.State adminstration of protected areas.

.The management of nature and landscape is a conjuctional responsibility of the SR Government and the Environmental Affiliated bodies for the clean biodiversity protection. The following documents have been developed on conservational policy management:

.The general plan of the super-regional USES (1992).

.Regional USES projects elaborated  in 38 counties of the SR.

.Several dozens of local USES elaborated according to the need.

The Nature and Land Protection Act No.287/1994 is considered to be consistent with EU regulations while it also takes the International Conventions which the SR has adopted (Washington Convention, Ramsar Conventon, Bern Convention, Bonn Convention) into account.

14.1. The Accessive Political Variancies

The SR places a considerable emphasis on political treaties with the neighbouring countries, aimed at strengthening stability and at deepening good neighbourly relations and friendly cooperation. The objective of treaties concluded with the EU countries is to strengthen co-operation within the process of integration of the SR into the European political, economic and Green Policy Structures. An important fact to consider is that the Slovak Republic concluded friendship treaties manly with the strongest member countries of the Union in political and economic terms, and that the related commitments are totally compatible with the norms of the European Union. The better accessive, admissible political, economic, democratic and green policy factors the sooner will be the entry of SR into the EU.

14.1.2. The Variancies

The document on the Governments Green Policy Strategy preparing the accession of SR shows that the main determinant of the balance between enforcing reform structures and environmental consideration is the political and the institutional framework (WORLD BANK 1996, and PHARE, 1995).

The factorial varancies can be categorised as follows:

14.1.2.1. The Minimalization of Tasks

The Inchem database has been developed which includes the most important data on production, products and utilization of chemical substances, i.e., basic data which are necessary for the calculation of the exposition at the risk assessment (the Inchem Tox database has also been included).

In the agricultural sector, in accordance with the Act No.285/1995 on Plant Diagnostic Care, the registration of appliances for the protection of plants and vegetables has been provided through the Central Control and Testing Institute of Agriculture (UKSUP).

The  water resource basins, the coal-mining areas and the postwar soil-toxics are being worked on to create a free environmentally friendly atmosphere in SR.

The EIA legislative laws for reduction of health, noise, radiation, vibration, electromagnectic field and thermal pollution effects are being minimized according to Act No. 30/1968; 54/1988; 479/1992; 2/1993 and the Ministry of Health Act No. 14/1977; 272/1994; Eco-labelling Act No.97/1996.

In the National Forestry Policy the following Decrees have been approved (Gvt. Decree No. 9, of January 12, 1993; No. 8, of January 12, 1993) for the minimization of tasks.

14.1.2.2. The Current Infrastructure
The Government structure adopted by the CSFR in 1991-1992 and later by each republic was enacted and implemented with simmilar government structures. The EC has allocated ATS 20M for joint projects with SR for 1996 as follows:

.waste water treatment station at Gajary.

.Reconstruction of waste water treatment station at Malacky.

.Purification station at  Zohor.

.Industrial park at Jarovce-Kittsee.

.Study of reduction of emission in South West Slovakia.

.Ferry across Morava River in Zahorsaka Ves.

.Construction of bridge across the Morava River in Zahorsa Ves.

14.1.2.3. The Intituitive Environmental Excellence

According to the Financial Memorandum valid until 31.12.1998 the EU agreed to provide grant of ECU-4M on the management of expenses on regional development. To allocate properly those funds through Phare-CBC (cross-border co-operation) it has established programe management unit (PMU) at the Strategy Office of development of the society, science and technology to co-ordinate  projects  for excellence.

The wider- and strict-regional protection policy laws have been introdued and enacted water Law No. 138/1973; SSR No. 17/1979; SR Gvt. Regulation No. 242/1993 on admissible water pollution standards on the quantity and the quality of both surface and ground water where 22 additional legal norms have been adopted.

At present, 8 generally binding legal regulations are valid in the field of waste management in the SR. The countrry is the Party to the Basel Convention on Control of Trans-boundary movements of the hazardous wastes and their disposal. According to this convention, the Ministry of Environment of the SR is the competent authority. Management of the radioactive wastes is submitted to competencies of the nuclear surveillance and the Health Ministry of the SR. The 78 waste incinerators are in operation from that, 39 are used for incineration of clinical waste while in some of them also other kinds of waste are incinerated. In addition to two incinerators which are used for incineration of municipal waste (Bratislava and Kosice), municipal waste is incinerated also in other two incinerators. In 37 incinerators also certain ratio of hazardouss waste is incinerated. The export and  import of waste` is allowed only with the permit of the Ministry of Environment.

The SR intituitive conditions of excellence in fullfilling the Green Policy in joining the EU is under the blessings of the protection of environment and cultural heritage.

14.1.2.4. The Economic Integration in the Optimalized Environmental Strategy

The economic instruments of the management and protection of the environment are defined by the Environment Act No.17/1992. Under this Act, legal entities, or natural persons pay taxes, charges, levies and other payments for environmental pollution, if it is stipulated by special regulations.

The basis of economical instruments is formed by charges which are stipulated in autonomous laws on air,water and waste deposition on dumps. The charges are set in combination with quantity and detrimental effect of pollutants produced by polluter. The role of charges is to exercise a pressure on the polluter in order to reduce pollution. Another function of the charges is to generate financial funds and consequently invest them into the activities aimed at the protection against pollution. Within the second half of the 90s, the structure of the Slovak industry will gradually adapt to the conditions for entry in the EU. The development of foreign trade confirms its necessity. In 1995 SR exported  to  the EU 37.5 % of goods and to CEFTA states 44.3 % of total exports.

The objective of the reform is to set out conditions for taxes in the process of restructuring of national economy and regional development based on tax income. One of the results of the implementation of tax reform was to lower the proportion of taxes and GDP (of 59 % in 1990 to be down to 50 %). 

15.0 THE POTENTIAL ENVIRONMENTAL ACTIONS ON SR`S  CONDITIONS FOR JOINING EU

The Slovak Republic actively works within the Danube Commission of which it had been elected president for 1996; this was a high recognition of the measures and efforts taken  by the SR side to improve navigation and to protect the Danube as an important trans-European transport artery.

The acceleration of the transborder co-operation within the contact zone among the cities of Vienna-Bratislava-Győr will contribute to the reviving economic development of this area. Since 1993 SR has got an observer status in the Regional Organization of the Black Sea Economic Cooperation, in the framework of which it is mainly interested in establishing cooperation in the building of the infastructure and connection between Central and Southeast Europe (SIA, 1997). According to OECD (1995) and SIA (1997) the priority environmental actions are for air, water, waste-soil and biodiversity are the following:

15.1 Air Pollution Actions

Air Protection against Pollutants Act No. 309/1991 has laid a foundation which is followed by the the Air Pollution Charges Act No. 311.

.Reduce energy subsidies and initiate electric energy plants.

.Develop immediate local air management plans for highly polluted areas.

.Settle emission limits for motor vehicles.

.Increase air pollution fines.

.Take care of acid deposition.

15.2 Water Pollution Management Actions

.Decrease water effluents and and monitor industrial pollution.

.Build municipal plants in the the town with collection networks.

.Maintain the standards of BOD/COD values of the water within the Nitra Riverand its catchment areas.

.Complete financing the infrastructure of municipal sewage plants.

.Reformulate the Water Act No.138/1973 to fit  the current EU Requirement  Standards.

15.3 The Waste Management and Soil Contamination Actions

.Rationalize the production of coal and use of energy to clean energy source.

.Identify cost-effective measures for health and sanitation actions.

.Excavate the post-war toxic materials/hydrocarbon pollutants from the soil.

.Encourage natural treatment as much as possible (SOMLYÓDY, 1993).

.Minimize the use of nonrenewable waste resources and promote recycling and reuse of materials.

.Alleviate pollution at source by mechanical/ chemical (physco-chemical) operations.

.Reconstruct the sugar factory in Surany to minimize the release of high level BOD.

.Reconstruct the Bosany tannery, Novak chemical industry and other industrial polluters to minimize the release of high value BOD/COD.

.Limit the level of leachates especially from the piggeries.

15.4   The Biodiversity Actions
.Maintain the forests in keeping ecological balance and landscape stability.

.Rationalize the utilization of natural resources.

.Register biocentres at local and district level.

.Develope biocorridors of national importance.

.Optimize landuse.

.Rescue endangered species to significant level.

.Effect immediately the migration and spreading of species on the river basin.

16.0 THE UNSOLVED MAJOR ENVIRONMENTAL PROBLEMS IN SLOVAKIA REPUBLIC

The  major urgent problems in SR is of the same trend as in CR. The problems are as follows:

.Leachate firm contaminated soil.

.Optimal security conditions for nuclear installations.

.Sulphur content of liquid fuels.

.Significant air pollution due to metalliferous industry with poor emission control.

.Technical feasibility studies and plot programme to tackle particularly urgent projects.

.Waste legislation and genetically modified organisms to EU legislations, the Waste Management Act (Genetic does not define with adequate clarity, the responsibility for wste disposal) Genetically modified organisms nor does it specify with adequate detail santions for violations of the law (REC, 1996).

17.0 THE POTENTIAL ENVIRONMENTAL STRATEGIES OF  SLOVENIAS CONDITIONS FOR JOINING EUROPEAN UNION

Accordng to the Ministry of Environment and Physical Planning (1995) the most important task is the development of a national environmental protection plan that will determine the objectives and mechanisms of effective management of the problems of:

.Quality of air.

.Treatment of waste.

.Quality of water and waste water treatment.

.Loss of biodiversity.

.Threats to eco-systems and the natural heritage.

.Climatic changes and thinning of the ozone layer.

.Acidification.

.Degradation of forests.

.Environmental disasters.

.Soil pollution and degradation.

.Urban stress.

Work on the development of a national environmental plan is in progress in the form of actual projects; simultaneously a strategy for protecting the environment, water treatment and water managment is in preparation. This strategy will be part of the National Protection Programme and an independent document and will direct policies in this field by accepting an integrated national programme.

On the basis of acquired data up to this time, the following require special attention:

.Protecting inland and ground water quality with appropriate waste water emission control and treatment and water source protection.

.Waste disposal and treatment, which includes the development of an integrated strategy, clean-ups of existing landfills, limiting waste production, raising the level of recycling, and measures in the field of industrial and special waste management.

.Co-ordinating environmental protection with existing practices in the European Union.

.Introducing environmental protection into individual sector policies and determining the measures for monitoring their enforcement.

.Establishing an information system for environmental protection and a co-ordinated system of environmental data.  

The above have been the necessary and priority strategies and meaures in Slovenia.

17.0.1. Air Pollution Management Strategy

Pollution with SO2 has most notably declined, especially in cities, where it had been decreasing since 1977, but even more so after 1989. On the contrary ,near power plants there has been no decline. From 1980 which stands as a reference year, until 1993, the net emission of SO2 in Slovenia declined by around 22 %, but it must be emphasized according to protocol it should have declined by 30 %.

Air pollution due to NOx is most severe in the vicinity of roads with much traffic and is increasing. Because of the scarce distribution of measuring locations, some of them being inappropriate for the taking of such measurements, ther were few concentrations that exceeded the guidelines. In 1990 and 1991, the emission of NOx declined due to the decline in traffic and industrial, but has been rapidly increasing since. In comparision to 1987, the net emission of NOx in 1994 was about 6 % higher. The NOx reduction protocol requires the maintenance of NOx  emissions at the 1987 level.

Power production contributes most of SO2 emissions 81 %, mobile sources to the emission of Ox 66 %, and power production to the emission of CO2 (47%).A higher gasoline consumption also cause lead emissions in Slovenia. The Green Policy here is on the green cards for environmental friendly motor traffic and fines for the emission of photocheemical oxidants in the air above the normal limits laid down.

During summer, ozone concentrations at the given measuring locations exceed the guideline. Higher ozone layer concentrations have high negative effect on people and plants. Much ozone comes into Slovenia with the trans-boundary air pollution, but the monitoring is insufficient for defining the extent of ozone pollution.

The automatic air pollution monitoring network has not adopted to the changed type of air pollution, especially due to motor traffic and the environmental acts.

17.0.2 Waste Management and Soil Contamination Management Strategy

Tonnes of municipal, 25,169 of hazardous and 420,000 tonnes of special waste were produced in Slovenia in 1993. The proportion of hazardous and special waste generated by industry in the total amount of waste has been decreased. The development of hazardous waste treatment services or, respectively, the amount of collected waste in the period 1990-1994 is apprecible. In 1995, there were 33 companies, registered in the field of waste treatment. The amount of waste disposed of improper waste sites is estimated to be around 500,000 m3. There are between 2,000 to 3,000 sites containing 100 to 10,000 m3 of waste.

Measurements of out-door gamma radiation dose rates in the ambient areas indicate that the contribution of Chernobly still accounts for around 20 % of the total measured outdoor dose  for Slovenia, although the annual dose of outdoor  radiation is declining (16 % in the period 1988-1993).

The major soil polluter in Slovenia is industry, although densely settled areas, strong daily migration (traffic) and intensive agriculture are also important. The data concerning the contamination of the soil exists only for individual areas and /or local authorities. All areas are less polluted in comparison the Celje district. The soils are often contaminated with lead and less with other heavy metals and fluorides. In soils under intensive agricultural use (fields, permanent plantations) pesticide residues have been found.

Slovenia is a signatory to a number of inter-governmental agreements on the joint tackling of issues related to international waters including the conventions on cooperation in the protection of sustainable development exploitation of the Danube and its tributaries (1994). Slovenia has also ratified the convention on Protection of the Mediterranean Sea against Pollution.

17.0.3 The Water Management Strategy

Slovenia is relatively rich concerning its water sources.The main supply source of high quality drinking water is ground water and karstwater. Drinking water reserves are 550,605l/sec. (the 1988-position).

The drinking water quality in Slovenia is, on the average, satisfactory. In some areas it contains too many substances with negative health effects. The quality of ground water is declining, Nitrate is pesent at Dravsko, Apasko, Mursko and partially at Mengesko Polje and the Savinjska valley. In the three-year period 1991-1993, physco-chemical analysis results indicated that the BOD/COD values are not within the required ranges.   

The UNCED (1992) Rio de Janeiro Conference clearly defines the principal Slovenia National report on the Environmental Policy Strategy elements.

17.0.4. The Biodiversity Management Strategy

Slovenia does not have systematic data on the state of endangered species in the eco-systems, although the mapping of habitats following the Bavarian method is under way. The principles of nature protection are largely incorporated into the Forest Act, but difficulties arise concerning the enforcement of forest legislation due to the altered state of ownership and the re-organization of the forestry management profession.

There are 3,000 higher plants in Slovenia, out of which 330 (11 %) are classified as endangered species in Europe (21 %). Besides these, there are 682 registered species of lichens and moss.

Among the protected areas in Slovenia are: Triglav National Park with an area of 84,805 ha, protected landscape parks, 34 nature reserves and 720 nature monuments.

The unprotected natural heritage is still mostly protected by formalization in planning documents; there are almost no other means.  

17.1. The Accessive Political Variancies

Within the period of 1990-1994 significant changes occurred  in the field of environmental policy compared to the state in 1990. They were influenced by a number of factors, among which were the attainment of independence of Slovenia, radical changes of the legal and economic framework, privatization, the changed role with regard to the competence of the authority, etc. Environmental Impact Assessment is considered the most important criterium in  the green policy preparation for the entry into the EU.

17.1.1. The Variancies

The Governments Green Policy Strategy preparing for the accession of Slovenia to the EU shows that the main determinant of the balance between conflicting economic, social and environmental consideration is the political and the institutional framework (WORLD BANK, 1992, IAE, 1992; PHARE, 1995).

The following are the accessive political variancies:

17.1.1.1  The Minimalization of Tasks

The minimalization of tasks concerns the following elements of the environmental policy of key importance: Adoption of the Environmental Protection  Act, which defines a new legal and systematic framework of nationl environmental protection in accordance with the changed social and politcal circumstances.

.Reorganization of the state authority (administration) in the light of the requirements of the Environmental Protection  Act.

.Fulfilling the international obligations which coincides with ever increasing internationalization of the environmental policy.

.Inclusion in the European integration processes and adjustment of environmental legislation and regulations to meet the standards of the EU.

.Forming the Slovene environmental project which replaced the national priorities produced  in the 1986-1990.

.The environmental fund is abolished and a new Ecological Development Fund set up with a different concept concerning the intention and sources of funding, in accordance with the princples of the integral budget.

17.1.1.2 The Current Infrastructure
The Environmental Protection Act, which came into force on 2nd July 1993, formally classified municipal activities and municipal supply among public environmental protection services. In 1993, 477 companies and other organizations were fully involved in housing and municipal activities in Slovenia: 52 public companies; 44 state-owned companies; one private company; one almalgamated enterprise; 4 joint stock companies; 288 companies with limited liabilities; one company with unlimited liability; 76 co-operative societies.

The current infrastructural analysis of the processes demonstrates that increased pressure on the environment is the consequence of the following factors:

.the revival of the eonomy threatens a similar establishment of pollution patterns as existed before the period of economic crisis, unless correponding steps are taken.

.New owners of the capital are trying to obtain bigger profits at the expense of  the environment.

.Environment goals are subordinated to other goals, above all short-term interests.

.Foreign investors are tying to bring in dirty technologies.

17.1.1.3 Intituitive Environmental Excellence

To achieve an intituitive condition of excellence for the accession of Slovenia Government  into the European Union the country should immediately launch key elements in the strategies as follows: Adapting exporting industries (especially those branches which produce end products) to EU environmental standards.

.Implementation of rehabilitation programmes on  the basis of environmental reserves during the process of the ownership transformation of companies.

.Upgrading legal and economic environmental protection instruments prescribed by the Environmental Protection Act and other documents. 

17.1.1.4 Economic Integration in the Optimalized Environmental strategy

From 1990 onwards, the range of economic activity and channels of forming and consumption of GDP have altered especially due to the radical changes which the economy had to experience in this period. With a 16.5 % share in all revenues from industry, these branches created 23.7 % of all losses in industry. They used 28.6 % of electric power and paid 20.5 % of the cost of energy consumed in industry, causing 14.1 % of all non-energy emissions SO2 (26.4%  in 1988); they used 54.9 % of black coal of all industrial branches, 23.6 % of fuel oil, 15.4  %  of heavy fuel (masut), and 26.4 % of natural gas. In 1991 they caused 30.9 % of ndustrial outflows of polluted water into the ground and they had a 48.4 % share of the industrial waste produced. The encouraged restucturing of the economy by redirecting from the Yugoslav markets had favourable effects on the start of environmental protection restructuring of the non-energy producing sector, and above all, of the processing sector of Slovene industry.

Pollution model of the Slovene economy-state and changes is as follows:

-Exporters take 74.2 % of the final responsibility for environmental pollution caused by waste, 40.9 %for SO2 and 82.5 % for the outflows of polluted water into the soil (MEPP, 1995).

18.0 THE POTENTIAL ENVIRONMENTAL ACTIONS OF SLOVENIA'S CONDITIONS FOR JOINING EU

Slovenia is facing environmental and physical planning problems typical of most countries in transition. Slovenia, however, has certain peculiar features which deserve certain attention. Slovenia has never had the high concentration of heavy industry characteristic of a number of former socialist countries. The country is known as a relatively successful in transition: the gross domestic product and economic growth rate, as well as low inflation and foreign debt place at the very top Slovenian, thus meets three of the convergence criteria: those relating to the levels of  unemployment, foreign debt and economic growth.

According to the OECD (1995) the priority environmental actions for air, water, soil and biodiversity are the following:

18.1 Air Pollution Actions

.Monitor and introduce modern sensitive equipment at EIS-TES OF Sosanj and Ljubjana power plant stations.

.Reduce the level of SO2, NOx, COx-emissions to acceptable EU Standards in the towns.

.Build clean electric infrastructural energy plants.

.Use the biological methods in alleviating ozone layer.

.Reduce energy subsidies.

.Set standards for acid deposition.

18.2. Water Pollution Actions

.Introduce new technology in the assessment of water qualty (BOD/COD).

.Reduce the amounts of leachates at Mursko, Prekmursko, Apasko Polje, Dravsko Polje and Vrbanski Plato underground waters to EU standards of 0.5ug/l.

.Complete municipal sewage plants and finance the infrastructure.

.Increase the number of bio-physco-chemical  monitoring stations for water.

.Alleviate  the unwanted  lakeweeds for eutrophication.

.Progress water pricing policy.

18.3  Waste Management and Soil Contamnation

.Identify cost-effective measures for health and sanitation.

.Excavate the post-war toxic remnants in the soil.

.Introduce trace-element absorbing reafforestration to clean the soil.

.Dispose wastes at safe sites.

.Biodegrade wastes and recycle if possible.

.Reduce hazardous and special wastes at source using advanced technology.

.Develop an assessment for land restituition and start projects for environmental technology.

.Facilitate mechanisms for generators.

.Make adequate legal regulations on waste collections (ISC, 1991).

18.4. Biodiversity Actions

.Stop immediately the inappropriate construction affecting environment.

.Alleviate the devastation of wetlands (fills, drainage, built-up areas).

.Reduce the fragmentation of uninterrupted natural areas (road building).

.Stop contamination of caves and underground water.

.Encourage the presevation of endangered species.

.Strengthen the instituitional capacity.

.Develop domestic funding mechanisms and promote public awareness through campaigns and educational measures.

19.0 THE UNSOLVED MAJOR ENVIRONMENTAL PROBLEMS IN SLOVENIA

The principal environmental problems (EBRD, 1995) are as follows:

(1) Waste is considered the first environmental priority in Slovenia. There are no facilities for processing and disposing of hazardous wastes in Slovenia. There is a shortage of landfill disposal sites (because of limestone as the basic rock), leading to widespread illegal dumping of waste.

(2) The country has one of the highest per capita emission rates in Europe.Urban air pollution resulting from domestic  heating causes particular problems in cties situated in valleys, such as Ljubljana and Maribor. This is particulary the case  in winter.

(3) All Slovenias drinking water is taken from aquifers are becoming contaminated by agricultural pollution, for example the one of Celje. There is shortage of water during summer in the marinetime regions, as a result of intensive tourism development.

(4) All rivers which have their source in Slovenia, or near its borders flow into the Danube Basin and are heavily polluted by the time they have passed through the country. This has a negative impact on water receation activities, and there is evidence of long-term deterioration of groundwater quality as a result of surface air pollution.

                                            CONCLUSIONS

The CEE countries are going through unique political, economic, and social changes associated with the heritage of serious pollution problems from the past. The solution to these problems requires tremendous costs which are not in harmony with resources available (the capita GDP is 1/5 to 1/10 of developed Western European countries and present trends are still negative). Environmental and water management face a much longer transition period than generally believed.

.Level-paying field policies for environmental business in every major study of foreign investment confirms that stability and fairness in tax and legal regimes is to international companies far more important to international companies than special incentives for FDI. From the opposite angle, penal tax regimes, over-complex registration  procedures and poor access to bank credit are universally cited as key obstacles to the full flowering of the SME sector.

.Effective environmental law and order policies are fears about law and order vie with fears arbitrary changes in tax regulations etc. as the major factor inhibiting foreign investment in transition countries. But the law and order is also a big issue for SMEs.

.Under the present conditions the imitations of Western environmental policies is likely to fail. The suggested strategy here is based on carefull priority setting, cost-effectiveness, and least-cost actions in the short run, which should then be expanded over the transition period as the economy improves. The process requires a nearly permanent updating in legislation, institutional systems, and financing schemes, as well as lots of innovative thinking.

.Introduction of local-content stipulation in relation to FDI as the West European experience of using local-content clauses as a way of reinforcing the environmental networking impact of foreign (usually Japanese) investment is positive. The new World Trading Organization regime restricts the scope for application of such clauses, but does not outlaw them.

.In industry and agriculture, the opportunity of coupling environmental management and sectoral restructuring should be utilized. The introduction of advanced, clean technologies should be a key element of policy. Municipal emissions form a different problem. Investment requirements are huge. The goal of CEE countries joining the European Union in Green Policy achievement is to develop a cost-effective strategy which does not constrain economic transition.   

.Major elements of cost-effective development strategies are summarised as follows:

-Demand management should be improved (including reduced water consumption), material circles should be closed as much as possible, and the waste water facilities should be updraded to match the level of EU regulative sewerage standards.

-Regionally variable effluent (and/or ambient) water quality standards should be used which reflect water uses, local conditions, established and available waste water technologies, and financial constraints. Standard setting should not be driven by a desire to mimic standards in developed in Western European coutries. In the short run, less stringent criteria should be established and replaced with gradually tightened standards as economic condition improve.

-Standards in the short run should be set on the basis of least-cost river basn policies and proper economic instruments should be introduced to enforce these policies.                                                 

-Cost-effective waste water treatment of low-dose chemical upgrading of overloaded primary and secondary (biological) plants is an attractive alternative requiring minimal investments.

-Waste water treament plants are proposed to be developed in a multi-stage fashion. Nitrogen removal is not recommended for CEE countries in the near term due to large marginal costs (except in a few highly sensitive regions), but  constructual designs should consider its eventual accomodation to fit in with the EU Environmental Impact Assessment  Standards (ODHIAMBO MOSES, 1993).
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THE ANNEXES (According to OECD Environmental Data, Compendium 1995).

I. Selected environmental data.

II. Selected ecnomic data and trends.

III.A Selected multilateral agreements (worldwide).

III.B  Selected multilateral agreement (regional).                                                                                          

ACRONYMS           AND          ABBREVIATIONS
BATNEEC   
Best Available Technology Not Entailing Excessive Costs

CEC             
Commission of  the European Communities.

CCET           
OECD`s  Centre for Co-operation with Economies in Transition.

CEE              
Central and Eastern Europe.

CEU              
Central European University.

GEO              
Global Environmental Outlook.

EEA               
European Environment Agency.

EBRD            
European Bank for Reconstruction and Development.

EC                  
European Community.

ECE                
Economic Commission for Europe.                                                                   

ECU                
European Currency Unit.

EEB                
European Environmental Bureau.

EEP                
IUCN`s  East European Programme.

EIA                 
Environmental  Impact Assessment.

EIB                  
European  Investment Bank.

EMAS             
Eco-Management and Audit Scheme.

EU                   
European Union.

GNP                
Gross National Product.

IPP                  
Integrated Pollution and Preventive Control.

ISD                  
Institute for Sustainable Development.

IUCN               
International Union of  Conservation.

LIFE                
L`Instrument Financier pour I`Environment/ The Environmental  Fund.

MoE                
Ministry of Environment (of the Czech  Republic).

MoSZNiL 
Ministry of Environmental Protection, National Resources and Forestry (of the Republic of  Poland).

NEAP               
National Environmental Action Plan.

NGO                 
Non Governmental Organization.

NOx                  
Nitrogen Oxides.

OECD               
Organization for Economic Co-operation and Development.

O"KO"             
O"ko"-Institut (Institute for Aplied Ecology).

PPC                  
Project Preparation Committee.

PHARE             
Poland and Hungary, assistance for reconstruction of the economies.

REC                  
Regional Environmental Centre (for Central and Eastern Europe).
UN                    
United Nations.

UNCED            
UN Conference on Environment and Development (Rio de Janeiro 1992).

UNCSD            
UN Commission on Sustainable Development.

UNECE            
 UN Economic Commission for Europe

UNESCO          
UN Education, scientific and Cultural Organization.

UNDP               
UN Development Programme.

UNEP               
UN Environment Programme.

WHO                 
World  Health Organization.

WRI                   
World  Resoures Institute.

WWW                
World-Wide Web.

THE MACROECONOMIC POLICY ATTITUDE OF FRANCE TOWARDS THE CEE (CENTRAL AND EASTERN EUROPEAN)  AND LD  (LEAST DEVELOPED)  COUNTRIES WITHIN THE EUROPEAN UNION INTEGRATION NETWORKS

PREFACE
The French Government salutation to the CEE and ACP countries within the Framework of the European Union Integration was opportune and far much ahead in time than expected for whilst endeavouring to strike a balance between East, West North and South. For General de Gaulle and for many European minded socialists, however, European Integration was a means of giving Western Europe a more independent position in the World, as a ‘third force’, equidistant between the two superpowers and capable of resisting American as well as Soviet hegemonism, at a time when many West Europeans felt overshadowed by the two superpowers or dominated by a superpower condominium. For the CEE countries struggling to tighten their belts stiffly to accede into the European Union and the ACP-African Caribbean Pacific countries strangling their macro-economic policy into hunger and desertification of natural phenomenon France’s macroeconomic policy attitude is the only answer for survival for these countries as depicted in the Delors I and II packages and in the Revised Fourth Lome’ Convention of 5th November 1995 in Madagascar.

Choosing to work on the Macro-economic Policy of the French Government towards the Central East European and African Caribbean Pacific countries within the European Union Integration Networks Project was not but a nightmare at the time when the deadly war is going on in the region. This was my Fourth Project under the auspices of European Integration Networks as a Principal Investigator on three main projects namely: a) The Major Environmental Ability of the CEE Countries to assume accession of European Membership on Green Policy; b) The Macroeconomic Policy Index of the Hungarian Wetlands with special attention to the COST-BENEFIT ANALYSIS of Kis Balaton and Danube Szigetkozi areas respectively; c) The ACP-EU (African Caribbean Pacific-European Union) Dynamics of Policy-Making on the Strategies, Actions, Perspectives and Problems of the Yaounde / Lome’ Conventions with the European Integration Networks.

As Hobsbawm (1994) (In the age of Extremes, 1914 to 1991 – the short twentieth Century, London-Wiedenfeld and Nicolson) argues, it was the enforced transformation of capitalist societies through the sweeping reforms after the Second World War that led to their unprecedented post-war economic success and ‘it is one of the ironies of this strange century that the most lasting results of the October revolution, whose objective was the global overthrow of capitalism, was to save its antagonist both in the war and peace… by providing it with incentive – to reform itself after the Second World War, and by establishing the popularity of economic planning, furnishing it with some of the procedures for its reform’.

It can be argued that in the CEE and ACP Countries in an open macro-economic policy system of International Exchanges and Payments should satisfy two principles according to Keynes and Mundell-Fleming models The first is the principle of symmetry of adjustment, which means that the burden of adjustment should fall not just on debtor countries but also on creditor countries, which are more able to support it. The second is  the principle that a system should have an expansionist rather than a contractionist bias. This point was made very forcefully when Keynes said that ‘no responsible person today contemplated the use of the old weapons, deflation enforced by dear money, resulting in unemployment as a means of restoring international equilibrium’ (see Williams et al. 1992:226, „Leap before you look’’ the implications of  EMU for the future of the EC’, in Amin and M. Dietrich (eds) Towards a new Europe, Aldershot: Edward Elgar, pp. 212-33.) Keynes’s statement about the irresponsibility of the acolytes of neo-liberalism is equally valid today.

As per David C. Korten’s book entitled the capitalistic organizations are the World Power it implies and implied by fact that it is only the attitude of France that could save the above countries out of their macro-economic policy infrastructure mess on social dimension within the EU Integration Networks. The key to  the success of the ambitious macro-economic policy being undertaken by the reforming economies lies in the intensification of the process of economic liberalization, particularly in the area of international trade and foreign investment. A strong outward-looking orientation, reflected in an openness to trade and an openness to foreign investment, is the route which CEE and ACP countries are hopefully and successfully following, though itching and painful in the output, employment, fiscal performance, real economic convergence, wage moderation, exports and the balance of payments, inflation and fiscal consolidation. In order to secure for themselves a share of EU investment flows commensurate with their economic potential, the reforming economies must continue to capitalize on their key competitive strengths: their geographical location-providing a bridge between the West and the East of the European continent;-their long established industrial tradition which can act as a base for the creation of a new industrial economy; their skilled workforce and well developed educational systems – critical to long-term success in higher growth, higher value-added and knowledge-intensive sectors of the economy.

According to the French Window Opportunity on macro-economic Policy Attitude towards the CEE and ACP countries, the economic reform must first pinpoint and then seek to rectify the structural weaknesses acting as constraints on accelerated economic development. Development efforts must be targeted on sectors in manner compatible with their intrinsic competitive advantage. The French Direct Investment has been potentially experienced in Czech Republic, Hungary, Poland, Romania and in the former Anglo-Francophone regions. Foreign investment has a critical role to play in creating the assets, material and intangible, which underlie enduring success in international markets. Consequently to accelerate the pace of trade liberalization, the process of formalizing economic and trade relationships between the EU and the ACP and CEE countries must continue. There is however need to focus increasingly on coordinating activities between the economies in transition to facilitate the creation of a unified set of agreements between these groups of countries and France within the European Integration Networks.

According to CORDIS of 22nd March 1999 the European Commission has initiated the process of inviting individuals and organizations to participate in the Fifth Framework Program (FP5) for, Research, Technological development and Demonstration (RTD) activities for the period 1998 to 2002 which hopefully will reduce brain-drainage from the afore-said countries and hence reflect a healthier macroeconomic policy network with France within the EU Integration.

First of all I would like to thank Professor Hülvely István (the Head of Department of the International Analysis of European Union Integration Networks), Professor Fülöp Mihály (the Deputy Director General of Hungarian Institute of International Affairs, the French Embassies in the region) and specifically Chritian Fatras (Attache commercial; Adjoint Du Chef De Poste- Budapest). For their amicable and understanding collaboration in the project.
By  Oduor Odhiambo Moses
Professor Reader – Moi University and Eötvös Loránd University.
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THE MACROECONOMIC POLICY ATTITUDE OF FRANCE TOWARDS THE CEE (CENTRAL AND EASTERN EUROPEAN) AND LD (LEAST DEVELOPED) COUNTRIES WITHIN THE EUROPEAN UNION INTEGRATION NETWORKS

1.0.  INTRODUCTION

When East met West in the early 199os the relations with Eastern Europe and former Republics of Soviet Union posed some of the greatest challenges that the EC/EU has had to face. If those challenges were adequately met, European peace, prosperity and integration would be enormously enhanced. The Western democracies made a terrible mess of the first five years of transition, because they never understood what ought to have been done. For sure we scholars, who were from capitalist countries and got our training in these countries indeed had  fertile success stories to write about the socioeconomic and political affairs of the macro-economic structures of the Central Eastern European Countries and the African Caribbean Pacific Countries. Why had the West be in rush to conquer these countries in an open policy market ? From the engineering value philosophy of nature freedom of the macroeconomic policy change  is that, change will change you, if you don’t change ? And that is true. See the writings of David A. Dyker on „learning from the game on the institutional transformation of S & T Systems and S &T Policy in the Economics in Transition for the NATO ARW No.97o451 on 28th-30th August 1997’’ and also see the lamentation of the potential initiators and admirers of the western democracy systems President Vaclav Havel in 1994 which was as follows: The birth of a new and genuinely stable European order is taking place more slowly and with greater difficulty and pain than most of us had expected five years ago. Many countries that shook off their totalitarian regimes still feel insufficiently anchored in the Community of democratic states. They are often disappointed by the reluctance with which that Community had opened its arms to them. The demons we thought had been driven for ever from the minds of the people and nations are dangerously arousing themselves again, and are surreptitiously but systematically undoing the principles upon which we had begun to build the peaceful future of Europe.. Europeans begin to suffer and die in the former Yugoslavia, and with them is dying the hope that Europe will be able to bring these horrors to an end. The Hungarian historian, and Premier Joseph Antall commented shortly before his untimely death, that it is not by the chance that both World wars broke out in this region, from Sarajevo to Danzig. The danger zone is precisely this area which is always neglected.

According to the wise quotations of Mahatama Gandhi on Macro-economic policy – Recall the face of the poorest and the weakest man whom you may have seen and ask yourself if the step you contemplate is going to be of any use to him. Will he gain anything by it ? Will it restore him to control over his own life and destiny ? In other words, will it lead to self-reliance for the hungry and spiritually starving millions ? Then you will find your doubts and yourself melting away. So France what next to the African Caribbean Pacific States and the Central Eastern European Countries as trading partners within the EU Integration Networks?

Certainly, the French macro-economic policy opinion over European integration – to the point of schizophrenian in individual politicians had been very much to the fore from the first to the last. This was dramatized before the common market was even in place by the return to power of de Gaulle in June 1958. He made the common market possible in many ways, but was determined to exercise its federal elements, which he did in the Community so-called empty chair crisis of 1956-6. It was another twenty years before François Mitterand, a socialist President rooted in the Fourth Republic made it possible for the Community to put to an end to semi-paralysis by a return to the qualified majority voting in the Council of Ministers. Through out these twenty years, the French attitude to the Community was closer to those of de Gaulle in the 1960s, or the British at all times than it was to that of the founding fathers. Even under Mitterand, the French desire to run an independent foreign and security policy soaked in grandeur and the dislike of handling over to the European Parliament the kind of powers needed to close the European Union’s democratic deficit have resembled British attitudes more than the German support for federalism. France treats Germany as a problem too important to be left to anyone else. The German issue has made few inroads on the psychology of the British establishment, but it has profoundly shaped that of France (1).

       The European Commission’s new Medium-Term Social Action Program was approved by the Fointainebleau European Council in June 1984 and provided the Commission with a basis upon which to build its plans for the social dimension (2). Carefully couched in language which emphasized the importance of social policy for the completion of internal market, the currently popular rationale for EU Intervention, the action program sought to revitalize the ‘social dialogue’, between employers and trade unions. Jacques Delors, then President of the European Union Commission argued that negotiation between management and  labour (‘the social partner’) should constitute one of the cornerstones of the revitalised ‘social area’,or ‘L’Espace Sociale’, in the EU.

On Delor’s initiative, what became known as the ‘Val Duchesse Dialogue’ was launched in 1985. Intended to be an important step towards revitalizing the social dimension in the Community, and to draw an important constituency of actors into the EU social policy process, the Val Duchesse talks proved disappointing in practice. Hesitation on the part of employers to participate in any dialogue which sought to reach a binding agreement scuppered the Commission’s ambitious intentions. The ‘Joint Opinions’, finally issued, were vague and loosely worded and committed neither party to any specific action. Employers agreed to sign the final texts on condition that the Commission would not make use of the joint opinions as the basis for any legislation (3). However, ‘Delors knew that the exercise would initially be more about confidence building than about immediate results’ (4). Indeed, subsequent developments in both the SAE and in the Maastricht Treaty bear testimony to the way in which the role of the social partners has developed and become institutionalized in EU social policy process. As often, the initial faltering steps initiated by the Commission have proved to have a lasting impact on the CEES’ and LDCs’ development of EU social policy.       

The Delors’ background initiative has had an important role to play in the development of CEE countries, as can be seen in the union of East and West Germany, the political developments soon after in CEE created renewed impetus towards strengthening the Community assistance to those countries. Delors said that he would tackle the German question ‘head on’. Although reappraisal, ‘or even unification, of the German people’ was ‘clearly a matter of the Germans themselves’, yet the Community had an interest too, based on several provisions of the founding documents. Then he added the famous line, ‘this makes East Germany a special case’, although the form it will take is, I repeat,  a matter for the Germans themselves’. Several possibilities were open, provided, as the Strasbourg European Council made quite clear, the German Nation regains its unity through free self-determination, peacefully and democratically, in accordance with the principles of the Helsink Final Act, in the context of an East-West dialogue and with an eye to European Union. Much is being done by the Commission, which has a coordinating initiatives in co-operation with the Group of 24 OECD and EU countries under PHARE and a financial framework set up through the European Bank for Reconstruction and Development. There are now various partnership, trade, scientific and technical cooperation agreements including some Europe Agreements with the CEE States.

The softly ,softly approach adopted by the Commission throughout the late 1970s and early 1980s allowed the Commission to prepare the ground for the future action. By the mid-1980s, a more experienced and sophisticated bureaucracy had a series of viable proposals at the ready, research had been done, actions programs run and many of the most important actors had been softened up. The negotiations over the Single European Act and the future direction the EU was to take PROVIDED THE WINDOW OF OPPORTUNITY which the Commission required to launch a renewed offensive on the social dimension. Meanwhile, the SEA was rapidly followed up by a high-profile onslaught by the Commission on the social dimension. The SEA provided the basis for the Delors initiative which sought to give substance to the social dimension of the Internal Market (5). The UK Government was so disturbed by the use made by the Commission of its new  found powers in the social area, that it chose not sign up even to the non-binding Community Social Charter in 1989. The UK Government feared that the social proposals, emanating from the Associated Commission Action Program (6), would be linked to the Article 100a, thus allowing for qualified majority voting in the Council (7).

The effect of Europe Agreement when the French Government shifts its ideology to the social dimension gives the Associate EU Member status and free access to the EU market for most goods and sets of frame-work for future relations. Europe Agreements have seen the revision of the Fourth Lome’ Convention sail through and now the requisition of the CEE countries in assuming accession of EU Membership. The macro-economic policy aims of the EU with regard to development of the LDCs and the CEE countries as framed by the former French Presidency at the European Union Desk is to help the new Republics build stable market economies by improving the industrial development framework, encouraging privatization, restructuring and modernization, and promoting investment. The PHARE (Poland and Hungary Assistance Reconstruction Economic) Program, and System tailored to the needs of the countries being aided, now covers a wider area of support than the TACIS program, as it has been fully extended to other Eastern European countries states such, as the Czech and Slovak Republics, Romania, Bulgaria, Slovenia, Albania and the Baltic states. Under the PHARE significant macro-economic assistance from G24 is coordinated by the Commission. Besides the European Agreements listed above, there are partnership and cooperation agreements with Ukraine (the EU’s second most important trading partner  in the former USSR after Russia), Armenia, Azerbaijan, Georgia, and Uzbekistan, and partnership and cooperation agreements are being negotiated and signed with other states such as Moldolva, Kazakhstan and Kyrgyzstan. Reconstruction funding is being provided for Bosnia and Herzegovina.

The ACP social dimension program as framed by the Three Wise Men at the EU – Desk during the EU French Presidency caters for most of the Least Developed Countries (8). The Community is charged in the new Article 126 with promoting cooperation between the member states, CEE States and the ACP countries with supporting, supplementing their actions in the field of education, tariff agreements and economic reconstruction. In particular, action is to be aimed at:  language teaching (a longstanding goal of the highly controversial LINGUA program); encouraging the mobility of students (previously ERASMUS and TEMPUS programs); facilitating recognition of educational qualifications (Article 57: Mutual recognition of diplomas); encouraging cooperation between educational establishments (previously the COMETT program); to develop the exchange of information and experience on education systems. In 1987, Article 128 was ruled by the European Court of Justice to be the proper legal basis for the Community Information Projects and Promotional Activity in the area of education (9), to promote youth exchanges; and to encourage the development of distance education (a longstanding project entailing cooperation between DGV and DGXIII).

The macro-economic policy cooperation of European Union with the countries of Eastern Europe and with the New Independent States of the former Soviet Union is as follows: a) To safeguard the scientific and technological potential in these countries – here the objective is to encourage the best researchers from these countries to continue their research activities, at the time when the RTD systems of the Central and Eastern European countries and the New Independent States are being restructured with EU aid. This would imply redirecting skills towards restoring production systems and improving their compatriot’s quality of life. b) To help solve major social, economic and environmental problems in these countries: Priority is being given to research on subjects such as pollution control. c) To set up cooperation in areas of RTD where these countries are in the forefront at world level: Physics, advanced materials, space research, etc. d) To strengthen the links with associated Central and Eastern Europe Countries, in preparation for accession to the EU. A wide variety of large-scale schemes (grants, support for science networks, joint ventures, etc.) have been launched to foster scientific cooperation with the European countries in transition. These have covered diverse scientific fields, particularly in the PECO and COPERNICUS programs which started in 1992: The amount invested in the PECO programs was ECU 12.9 million while in the COPERNICUS programs was ECU 32 million. The INTAS (International Association for the Promotion of Cooperation with scientists from the New Independent States of the former Soviet Union), an instrument for implementing INCO, in turn covers joint research projects involving teams of researchers from these countries. The current INTAS members are the European Community, the 15 European Union Member States, Switzerland and Norway. The beneficiaries are Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgystan, Moldova, Russia, Tajikistan, Turkmenistan, Ukraine and Uzbekistan.

By the start of 1996, INTAS had given financial support totaling ECU 46 million to 1000, or so joint research projects covering  not only natural sciences and mathematics but also economic sciences and humanities. The number of partners currently involved (around 5000 research institutes and some 12000 scientists) from the INTAS member states and the New Independent States gives a clear idea of the scale of the scientific collaboration achieved. – ISTC (the International Science and Technology Center), set up by an agreement signed between the Community, USA, Japan and the Russian Federation in 1994, is concerned with the parallel task of helping military researchers from the former Soviet Union to switch to civil activities. This center, supported by the TACIS (Technical Assistance for the Commonwealth of Independent States) program also receives support from the INCO program for project evaluation and monitoring. In all, after two years in operation, over 200 projects have received funding exceeding ECU 65 million, shared between more than 11000 scientists and engineers, 3000 of whom were part of the hard core in the armaments industry.

The ISTC’s projects cover a vast field, ranging from energy, for example peaceful uses of plutonium, or dismantling of nuclear reactors, to the environment, with the development of precision instruments for detecting pollutants, or earthquakes, aeronautics, space research, health, etc. These projects are attracting more and more partners from European industry and research institutes. The breakdown of INTAS supported projects per scientific field is as follows: 8 % Mathematics, Telecommunications, Information Technologies, 11 % Economics, Social and Human Sciences, 12 % chemistry, 12 % Engineering sciences, Aeronautics Space, 15 % Earth Sciences, Environment, Energy, 17 % Life Sciences, 24 % Physics, Astronomy  and Astrophysics (9).

The EU and international affairs about the TACIS role is the equivalent of PHARE, albeit is not far reaching, for the CIS countries and Mongolia. It is a well supported program of technical assistance to provide advice, know-how and practical experience. TACIS programs have focused on energy, food distribution, transport and financial services, human resources and nuclear safety, and other specific areas such as vocational training, SMEs, equal opportunities, human rights and environmental needs. The French Government with her social dimension perspective creates room within the European Integration Networks to assist the CEE countries. In fact the pre-accession strategy to enable these countries to accede to the EU was defined by the European Council in 1994 and has been updated since. There is a White Paper on the approximation of legislation of associate countries in CEE, and another paper on the effect on the Common Agricultural Policy. Action includes increased dialogue, preparations to enable applicant countries to undertake the pressure of competition of the internal market, adjustment of association agreements, promotion of investment, cooperation in various fields, integration through the Trans-European Networks, and in culture, education and training. Various EU Programs are open to applicant countries.

The macro-economic policy of the EU on the CEE countries and on the LD countries is to provide a means of testing and enhancing productivity tools essential to maintaining the competitiveness of companies in the face of global competition. Small and Medium-Sized Enterprises (SMEs) are particularly important for the economies of these countries in harnessing their entrepreneurial talent-acting as a catalyst for employment and growth in living standards. In this area, it is particularly important that companies with relatively access to capital and labour are able to participate in new technological developments. For public bodies too, the new technologies can act as productivity and quality tools. In addition, it will be vital for the governments of the CEE countries to develop the capability for data exchange with other administrations as such systems form the backbone of much of the European Union’s day-to-day activities. Thus, the macro-economic policy structure in the pilot projects in the public sector of the CEE countries will be an important element in those countries’ pre-accession strategies. They will spur development of the technology infrastructure needed to ensure economic convergence between Western and Eastern Europe. Following the 1996/7 IGC, the Commission put forward in Agenda 2000: Strengthening and Enlarging the EU proposals for development, enlargement policies for the EU for the future, separately recommending the opening of accession negotiations with the Czech Republic, Estonia, Hungary, Poland and Slovenia.

Looking at some of the fundamental identities for an open economy and considered the possible effect of devaluation on the current accounts of  the CEE countries and LD countries. It noted that  the ultimate impact of a devaluation will in large be dependent upon the economic policies that accompany the devaluation. The EU-Integration Networks is very much interested in examining on how both exchange-rate changes and macroeconomic policies impact upon an open economy in the CEE countries specifically. This is because none of these countries could continuously build up a stock of net liabilities to the rest of the World by running continuous current account deficits. Conversely, it would not make sense for surplus countries to continuously build up stocks of net claims on the rest of the World. Eventually they would wish to spend those claims as per the policy-making of the EU (11). The need  for economic policy makers to pay attention to the implications of changes in monetary and fiscal policy on balance of payments is an important additional dimension for consideration in the formulation of economic policy in open economies to-be in the CEEs and  LDCs. Within the EU-Integration Network these countries will have to ensure sustainable balance-of-payments position over time is an important economic objective to go along with high economic growth, low unemployment, and low inflation despite the French Government notion of social dimension in the Community Affairs. One of the additional policy-making dynamics that has to be made by the authorities of open economies is to decide whether to fix the exchange rates, allow them to float, or, perhaps choose some arrangement between these two extremes.

The Association of South East Asian Nations (ASEAN) is an International Organization devoted to econmic, social and cultural developments and was established in 1967 by Indonesia, Malaysia, the Phillippines, Singapore and Thailand, Brunei Darussalam joined in 1984 and Vietnam as a candidate for membership. In January 1992 the members decided to form the ASEAN Free Trade Area (AFTA). These states, with their population nearing 500 million, represent a resource-rich area which is by no means underdeveloped. ASEAN had attempted to liberalize trade between its members and has a Preferential Trading Agreement, established in 1977, aimed at expanding inter-regional trade.

The main outstanding issue between the EC and ASEAN is that of market access, particularly in the case of textile exports from the ASEAN members. Increasingly, these countries are developing their own industrial processes and have been accused by the EC dumping. The EC accounts for about 14 % of ASEAN’s total trade and foreign investment but have been overshadowed by the Japanese presence in the area.

The  circumscribed  EU-Agreements on trade and cooperation with Asia is on textiles under the GATT multi-fibre arrangements, humanitarian and emergency aid. Around 25 per cent of India’s exports are to the EU, and approximately 33 per cent of its imports are from the EU. The EU-Nepal Agreement is on development projects in various areas such as Bangladesh. An EU–ASEAN joint declaration in 1997 reaffirms the intention to develop mutual relations. With the immediate return of Hong Kong to China on 1st July 1997 will make a difference as Hong Kong is the European Union’s tenth largest trading Partner (11).

In response to Argentina’s debt problems and the difficulties being encountered by developing countries in repaying their external debts, creditor governments formed what is known as Paris Club in 1956. Any creditor may apply for membership of the Paris Club which conducts negotiations between a debtor government and the creditor governments and meetings are usually chaired by a senior French Treasury Official. The purpose of the Paris Club is to provide a macro-economic policy framework for rescheduling debt repayments to official creditors. All member creditors of the club receive equal treatment with regard to debt repayments. Before going to the Paris Club it is usually necessary for the debtor nations to have agreed to an IMF economic stabilization and adjustment program. An IMF program usually requires the debtor to take measures to reduce aggregate demand in its economy by adopting tighter fiscal and monetary npolicies and accompanying this with a devaluation of its exchange rate, the aim being to reduce imports and expand exports thereby improving the country’s current account and its ability to service its debt repayments.

When focusing on the process of developing a new political community in Europe after the collapse of communism: Neo-functionalism, in its early articulation, focused upon the integration project in Europe, and to provide a conceptual framework within which developments in Europe could be understood. For Haas it was not the necessary background conditions nor the end product of cooperation between the nation-states which were the focus of his study. Rather, the focus of the study for neo-functionalists was the process of political integration itself. For Haas – Political integration is the process where political actors in several distinct national settings are persuaded to shift their loyalties, expectations and political activities toward a new center, whose institutions possess or demand jurisdiction over the pre-existing national states.

As the macro-economic process of integration proceeds, it is assumed that values will go under  change, that interests will be redefined in terms of regional rather than a purely national orientation and that the erstwhile set of national group values will gradually be superseded by a new and geographically larger set of beliefs (12, 13, 14).

The structural changes in industrial research and demand in the above Central East European and the Least Developed Countries: Losers and winners of the macro-economic policy of the open system in the European Integration Networks, where innovation and technology development are the result of a complex set of relationships among actors in the system, which includes enterprises, universities and government research institutes… For policy-makers, an understanding of the national innovation system can help identify leverage points for enhancing innovative performance and overall competitiveness… Policies which seek to improve networking among the actors and institutions in the system and which aim at enhancing the innovative capacity of firms, particularly their ability to identify and absorb technologies, are most available in the macro-economic policy context (15).
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2.0 THE FRENCH GOVERNMENT WINDOW OPPORTUNITY  MACRO-ECONOMIC POLICY INTEGRATION ATTITUDE IN AN OPEN ECONOMY TOWARDS THE CEE COUNTRIES AND LD COUNTRIES IN COLLABORATION WITH EUROPEAN UNION INTEGRATI NETWORKS

The significance of technical and political justifications for EMU (Economic and Monetary Union), for the European Community Commission in integration with the above countries are the benefits of full economic monetary union as per se:

-A more open efficient economy, for example, achieving and maintaining the stability of prices, by reducing if not eliminating the uncertainties and speculative activity associated with exchange rate fluctuations, and by eliminating transaction costs involved in changing currencies. This point has materialized in 1999 by ECU being the single currency of the EU, as formerly envisaged in the EMU Report of 1989;

-A strong platform of negotiation from which to tackle the underlying economic problems of inflation and unemployment and in using EMU as a primary tool of the Community to reduce the interest rates and levels of public debt;

-As a means of powerful macro-economic policy framework to address regional economic divergence and underdevelopment which cannot be wholly met by the present EC instruments of regional policy: for example, the Commission argumentative weapon that unduly large imbalances would pose an economic as well as a political threat to the Union – here the exchange rate can no longer be used by individual member states as a policy instrument to deal with a loss of competitiveness, or to adjust to adverse economic shocks; 

-From the European Union experience domain of the 1970s, 1980s and 1990s the technical argument in favor of EMU that the economic and monetary union of EC states could act as a cushion against the effects of serious external events. Casting minds back to the economic and financial costs associated with the Gulf Conflict of 1991 were important in that context.

During the first half of the 1990s the EU enjoyed a breathing space because Germany was preoccupied with the problems of unification, while Russia was temporarily incapacitated by the disintegration of the Soviet empire the ensuing power struggles, lawlessness and economic collapse, and the need to reconstitute the Russia State on a new basis. However, once Germany had achieved economic recovery and the full reconstruction and disintegration of its new eastern block, it would emerge even stronger than even before 1990 and even better placed to fill in any continuing economic, or vacuum in Eastern Europe. Future German dominance of Eastern Europe is likely to be economic, rather than political, as economic dominance offers most of the potential fruits without the formal responsibilities, and Germany will probably remain, in Willy Brandt’s famous phrase, of a political pygmy but an economic giant. In the social economic arena the French Government’s attitude towards the Lome Convention: EC – ACP relationship and the Central Eastern European Countries’ relationship is very positive. France being the prime mover, during the negotiations to create the EEC, in pursuing a Community-level relationship for French dependencies, which eventually also included Italian and Belgian Colonies. This enthusiasm for linking colonial interests and now the open window opportunity for the Central Eastern European Countries to the EU Integration Networks, not only to say almost dominating, political links with its overseas departments, and its desire to maintain advantageous economic and trading links within the context of the Common Market’s rules and procedures.

The macro-economic budgetary structure procedure lies under the umbrella of the Commission that drafts a preliminary annual Community budget, sends it to the Council which adopts it, or amends it by qualified ajority. The amended and diagnosed budget goes to the EP and to the Council for a further re-examination, after which it is recycled to the EP, which can then finally accept it, or reject it. The macro-economic infrastructure on operational expenditure on joint action decided under the common foreign and security policy, which is charged to the Community budget under Articles J.3 and J.11 of the Treaty of European Union. Half of the ECU 62 million in commitment appropriations provided for 1996 has already been allocated to the joint action of the European Union in Mostar (1).

In 1994, the Commission set up the, Guarantee Fund for external action, so that the Community’s creditors could be reimbursed in the event of any default by the beneficiaries of loans granted by the Community. The fund is endowed by :

-payments from the reserves for guarantee in the general budget over the period of the financial perspective;

-interest on Fund resources invested;

-amount recovered from defaulting debtors where the Fund has already honored the guarantee.

In order to finance its expenditure the European Union has its own resources, which may be defined as tax revenue allocated once and for all to the Union and accruing to it automatically without the need for any subsequent decision by the national authorities. The ECSC had its own resources from the time the Treaty of  Paris entered into force in 1952. The Rome Treaties, on other hand, which were signed in 1957, provided for the two Communities (EEC and Euratom) to be financed by the contributions from the Member States.

However, the provision was made for the Community to derive resources of its own from the establishment of the customs union. On this basis, the Decision of 21st April 1970 replaced the national contributions by a system of own resources comprising agricultural levies, custom duties and a budget-balancing resource calculated by applying a rate of 1 %, subsequently raised to 1.4 % in 1985 – to the VAT.

When own resources ran out in 1984, the Commission, pending a solution in the form of a revision of the Decision on the system of the Communities’ own resources, first pro[posed that the Member States provide the amount required in the form of interest-bearing loans. It then amended its proposal to take account of the feed-back from the Council and Parliament, replacing the idea of loans with the idea of interest-free advances on new own resources. Finally, the Council agreed to an intergovernmental solution on 2nd October 1984. The representatives of all governments of the Member States undertook to make available to the Community, in the form of repayable advances, the amount necessary to finance draft supplementary and amending budget No. 1/ 1984. In April 1985, the representatives of the governments of the Member States undertook to pay advances to the Community to complete the financing of the 1985 budget; this time the amounts paid took the form of non-repayable advances. In the draft budget for 1985, Parliament upheld its position but explicitly increased the level of the intergovernmental advances.

The Community budget was therefore party financed by advances from the Member States: 

ECU 1003 million in 1984 and ECU 1982 million in 1985: the VAT base was used as the scale for determining Member States’ contribution. The advances from 1984 were repaid to the Member States in eight six-monthly installments from 1986 onwards. With the revision of the own resources Decision on 7th May 1985, which entered into force on 1st January 1986, the problem of the inadequacy of the Communities’ own resources was resolved (2)

The reform of the Community’s finances in 1988 altered and broadened the composition of the Community’s own resources. In order to contain the growth of the resources taken up by the Community, the Decision of 24th June 1988 set an overall ceiling rising to 1.20 % of the total Community GNP in 1992.

Pending a new Decision on own resources, the 1.20 % remained applicable in 1993 and 1994.

As agreed in Edinburgh European Council, a new Decision on the system of own resources was adopted on 31st October 1994. This Decision raised the own resources ceiling to 1.21 % of GNP in 1995 and, in stages, up to 1.27 % of GNP in 1999. The uniform VAT rate will be gradually reduced from 1.4 % to 1 % in 1999 and the VAT base be taken into account will be restricted, again being cut into stages, to 50 % of GNP instead of the current 55 %. The Member States eligible for assistance under the Cohesion Fund had their VAT restricted to 50 % of GNP in 1995. (3)

The new own resources Decision entered into force with effect from 1st January 1995 after it had been ratified by all the Member States in 1996. The Community’s own resources are now:

a) Agricultural duties and sugar and iso-glucose levies: Agricultural duties have replaced agricultural levies, the variable taxes charged up to 30th June 1995 on imports of agricultural products covered by a market organization and coming from a non-member country and designed to offset the difference between world prices and the price levels which it has been agreed to apply within the Community (principle of Community preference).

As a result of the GATT agreements, the agricultural levies have largely been replaced by customs duties. The new arrangements have applied since 1st July 1995. Sugar levies are provided for in the sugar market arrangements and comprise:

-production levies, which ensures that producers contribute to market support expenditure;

-Storage levies, which finance the storage cost equalization system to ensure a regular flow of sugar onto the market;

-An additional levy intended to offset in full the overall loss since the 1988/89 marketing year not covered by the yield of the production level. Isoglucose and inulin production levies are treated like sugar production levies.

-b) Custom duties:

-These derive from the application of the Common Custom Tariff to the customs value of goods imported from non-member countries.

-c) Vat resources: These derive from the application of a uniform rate to each Member State’s VAT base, determined in a uniform manner in accordance with Community Rules. Since the June reform, the uniform rate is found by applying a 1.4 % rate to the VAT base and deducting the gross compensation paid to the United Kingdom. A member State’s base may not exceed 55 % of the GNP. Under the new own resource Decision which has been ratified, the VAT rate will gradually reduced to 1 % and the capping rate to 50 % in 1999. The resulting reduction in the relative share of VAT resources needed to finance the budget will be offset by an increase in the fourth resource.

-d) A new category of revenue known as the fourth resource was also created in 1988: This resource is based on GNP and is derived from the application of a rate to the sum of the GNPs of all the Member States.

It is a variable, budget-balancing resource for which the call-in rate is calculated during the budgetary procedure in such a way as to cover the amounts not yielded by the other budget revenue. For this reason it is known as the additional resource. All this revenue, plus miscellaneous revenue such as deductions from the salaries of the Community officials (tax and social security contributions), interest on late payments, fines and any surplus from earlier years, must cover the total payment appropriations required to finance the expenditure entered in the budget for a given year.4
The macro-economic policy on Africa, the Caribbean and the Pacific is mainly controlled and financed by European Development  Fund (EDF) set up under the Lome’ Conventions, which now link the Community with 72 ACP countries with South Africa Republic inclusive. The seventh EDF initially came to ECU 10940 million (including ECU 140 million for the overseas countries and territories). For the purpose of comparison, the Lome’ Financial Protocol was signed for a period of ten years, as from 1st September 1991. The appropriations represent 38 % of the total amount of commitment appropriations allocated to the Community’s external action between 1990 and 1994 and  45 % of the aid granted to the developing countries over that period. The EU–ACP macroeconomic infrastructure forms of financial aid available covers a wide range. Apart from subsidies for national and regional programs and allocation of venture capital (for example: repayable aids), the EDF is bound to use five more instruments as follows (4):

-  Stabex, to offset income losses on exports of agricultural products by means of financial transfers;

- Sysmin, to help mining industries in difficulties;

- Emergency aid, to provide special assistance in the event of disaster;

- Aid to refugees;

- Interest subsidies on loans obtained from the EIB.

The eighth EDF totals ECU 13132 million, financed in accordance with the following scale: Belgium 3.8 %; Denmark 2.1 %; Germany 22.8 %; Greece 1.2 %; Spain 5.7 %; France 23.8 %; Ireland 0.6 %; Italy 12.3 %; Luxembourg 0.2 %; Netherlands 5.1 %; Austria 2.6 %; Portugal 1.0 %; Finland 1.5 %; Sweden 2.7 % and United Kingdom 16.4 %. From the list above it can be seen directly how the French Government Opportunity Window Macro-economic Policy attitude is very positive to the CEECs and to the ACP countries in the EU Integration Networks (5).

The European Council in 1991 established a Cohesion Fund to assist less-developed Member States to achieve convergence criteria required for economic and monetary union. The Delors II gave effect to this, and a structural funds package for seven years was agreed. The fourth Framework Redevelopment Program 1994-1998 aimed resources at helping industry and significantly increased budgetary allocation for third countries LDCs. The Cohesion Fund, with ECU 15.5bn for 1993-99 for Spain, Ireland, Greece and Portugal, is aimed chiefly at improving transport links and Community Networks, and at achieving the required EU environmental standards. The Cohesion Funds and structural funds together support less-developed regions by helping economic and industrial development, employment, agriculture and fisheries and environmental protection. This is achieved through grant aid and loan finance. The Commission had proposed that Ireland, Portugal; and Spain be gradually withdrawn from Cohesion Fund Finance as Ireland now has a higher per capita income than United Kingdom.

The 1998 Budget of the EU totaled ECU 90.9bn in commitments, a 2 % increase over 1997. Agricultural expenditure was reduced by an estimated ECU 1.4bn, and the structural funds by ECU 1bn in payment credits. The administrative expenditure by the Commission was cut by 2.1 % but the EP expenditure was increased by 3 %. The ECSC operating budget for 1998, as adopted by the Commission on 23rd December 1997. The ECSC budget expenditure was composed of social aid, research aid, interest subsidies on loans, and additional loans while the ECSC budget revenue was empowered to raise funds it requires to carry out its tasks by imposing levies on the production of coal and steel. The ECSC levies go towards financing expenditure under the operating budget.
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2.1 THE MACRO-ECONOMIC POLICY PROBLEM OF INTERNAL AND EXTERNAL BALANCE POLICIES OF CENTRAL AND EASTERN EUROPEAN COUNTRIES AND THE LEAST DEVELOPED COUNTRIES OF ACP STATES IN AN OPEN ECONOMY OF EUROPEAN UNION INTEGRATION NETWORKS

The macro-economic stabilization policy of the above countries implies a package of measures, which are linked with the beginning of structural reform to balance the GDP, or GPI in the natural property analysis. The agenda of the Central Eastern European Countries’ reformers has been made as to the sequence and the speed of the chosen macro-economic measures. The stabilization packages on these countries consist of the following components:

a) Price liberalization, through the reduction of the subsidies, and the deregulation of price fixing, going along with the liberalization of domestic trade; b) Restrictive monetary policy through an increase in the Central Bank interest rate so as to restore a positive real interest rate; a direct regulation of bank lending;

c) Balancing the Government Budget through increases in taxes, taxes on excess nominal wages have been introduced, or raised, so as to fight inflation and generally cuts in Government spending;

d) Foreign trade liberalization through the lifting of export and import licences, and the permission given to all enterprises to engage in foreign trade; tariffs, which were meaningless in the previous system of administered trade, and current account internal convertibility;

e) An income policy aimed at stopping the inflation spiral for example in Hungary increase in nominal wages were controlled through a tax on the wage bill, coupled with reductions if the enterprise succeeded in cutting jobs. The EU structural reform measures aimed at creating a private market economy within the open market system as follows:

-Launching the privatization, and the dismantling of the former state monopolies especially in the new Democratic East Block;

-Initiating clean, environmentally friendly industrial policy in the macro-economic activities to be restructured ;

-Setting up a market environment through reform of the banking and financial sector and the tax reform;

-Developing a social dimension safety net of the French Government domain of EU Integration functionality meant to replace the former embracing protection system from ‘cradle to grave’, and also to cushion the impact of environmental austerity measures and of the structural transformation.

The Hanover Summit Committee, chaired by Jacques Delors, the President of the Commission, whose role was to devise and submit a plan for Economic and Monetary Union in 1989 composed a blueprint of three stages as follows: Stage I, where all EC member states would be full members of the ERM (Exchange Rate Mechanism), where the maximum permissible range of fluctuation for all participating currencies would be 2.25 %; Where exchange controls would be removed to allow the free movement of capital; Where the monetary policy coordination would be increased under the aegis of the committee of Central Bank Governors; Where a European Reserve Fund would be created to pool 10 % of national foreign exchange reserves, in order that intervention would be facilitated by either national authorities, or the Fund. Stage I, had been a very vital step for fundamental political and economic interests which came into effect from 1st July 1990, decided upon in Madrid Council, reconciling both within national boundaries and between national and supranational centers of power. In 1990 the Dublin Council did set the starting date for the IGC leading to Treaty Revision as December 1990.

-Stage II, as per the original Delors’ Report came out with an important and intensive stage for the development of institutional mechanisms for EMU to assume control of national monetary policy as laid down in the revised EEC Treaty with effect from 1994.

-Stage III, of the latter report is serialized by the permanently fixing exchange rates which have been ultimately by the single currency of the EU the ECU in 1999.

The macro-economic policy history of the European Union’s regional and structural policy aimed at helping the deepening and enlargement of the integration is that the structural policy is nowadays characterized by a top-bottom approach and that it is needed to diversify the regions’ opportunities to propose initiatives. The European Union’s Eastern enlargement will increase the demand for structural funds, by an amount of DM 10 to 75 billion according to the current statistics. The macro-economic reform of the fund should promote an increase in efficiency. The aim of the model of gradual integration is to help specific groups of new member states approach the average standard in consideration of their performance potentials. The Central and Eastern European regions should elaborate their own concepts. Even if the new model could not be introduced, cooperation based on the principle of subsidy  should be strengthened without doubt (1). 

According to the conclusions of the European Council, expenditure on internal policies should increase by approximately 30 % during this period. Research and trans-European networks were especially mentioned at the Edinburgh conclusions. As agreed in Edinburgh, the research will account for ½ to 2/3 of the total amount for this heading, thus remaining by far the most important item of expenditure classified under the internal policies. The adoption of the Fourth Framework Program (1994 to 1998) with an allocation of ECU 12.3 billion (current prices) and a reserve of ECU 700 million confirms the renewed importance attached to the Community research, placing it on the upper part of the bracket agreed at Edinburgh. The highest growth rate under the internal policies is for financing the trans-European networks. The Community will contribute to the development of networks in the transport, telecommunications and energy sectors in order to promote cross-frontier links between the national networks. As Community finance will remain modest compared with the level of investment required in this sector, the community’s activities will be limited to making a financial contribution to certain projects of common interest in bid to attract funding from other sources.

The funds provided for the Community’s external action will increase by more than 40 % over the period, a trend which is considerably reinforced by the establishment of two new reserves: the reserve for emergence aid and the reserve for loan guarantees. Although there is no predetermined breakdown of the new funds available for external action, special attention should be paid to the countries closest to the Community, i.e. the Central, Eastern European Countries and ACP States.

2.1.1 The Negotiation of the new Inter-institutional Agreement

Jawaharlal Nehru once said, that strong winds are blowing over the Least Developed Countries. Let us not be afraid of them, but rather welcome them for only with their help can we build the new infrastructure of our dreams. Let us have faith in these great new forces and the dream which is taking shape. Let us, above all, have faith in the human spirit which these countries had symbolized for those long ages of the past.

The practical approach of macro-economic policy on agriculture to the above countries is to increase, nutrition actions. See the table 1 – showing the importance of different ways of seeing the World and trying to understand it. If the underlying reality is perceived differently, objectives, planning approaches and implementation will also be very different. The ACP States’ experience seems to indicate somehow a mixture of modernism and post-modernism. However, post-modern thinking has probably created more changes when the total experience is examined carefully.
 TABLE 1 : modern and post-modern currents in development

                                          Modern                                                 Post-modern

Underlying reality             Simple, uniform                                   Complex, diverse

Objectives                         Growth                                                 Development

                                          Preoccupation                                       Pre-occupation 

                                          With macro                                           With micro

Planning approach  
Plan  



     Enable

 _________________________________________________________________

                                         Model                                                     Interact

  _________________________________________________________________

                                         Top–down                                              Bottom-up

 _________________________________________________________________

                                         Centralize                                               Decentralize

Implementation                Blue-print                                               Process                                           

_________________________________________________________________

                                         Role culture                                            Task culture

_________________________________________________________________    

                                         Standardization                                       Flexibility, innovation

The conclusions of the Edinburgh could not be put into effect until Parliament agreed to respect the various annual ceilings when exercising its powers. This was the purpose of the negotiations of the Parliament, the Council and the Commission which ultimately led to the adoption of the new Inter-institutional Agreement. The new Agreement signed on 29th October 1993 adopts the same basic principles as the previous Agreement as regards management of the financial perspective. However, a number of improvements were made to improve inter-institutional cooperation and strengthen budgetary discipline.

A new collaboration procedure was introduced between the institutions at two different stages of the budgetary procedure: a trialogue meeting was held to discuss the possible priorities for the following financial year after the technical adjustment of the financial perspective and before the Commission’s decision on the preliminary draft budget.

· An ad hoc conciliation procedure is introduced for compulsory expenditure in order to secure an agreement between the two arms of the budgetary authority.

The procedure consists of a trialogue meeting followed by a conciliation meeting which must be held, at the latest, on the day on which the Council adopts the draft budget. Parliament can thus inform the Council directly of its guidelines for compulsory expenditure, but the respective powers of the two arms of the budgetary authority are not affected by this procedure. In addition,  the principle of negative co-decision will apply to the three reserves. This means that the Commission proposal will be considered if the Council and Parliament fail to amend it, or to reject it by the common agreement. The Agreement also lays down a number of principles to tighten the budgetary discipline:

- a) The principle laid down in 1982 Declaration – no budget appropriations to be implemented before the adoption of a legal base and no maximum amounts to be entered in basic texts – must be respected and application of these principles improved. 

- b) The possibility of reallocating appropriations, at least within the heading concerned, should be considered whenever the financial perspective is revised, or the reserve for emergency aid is drawn on.

- c) When the budget is adopted, margins should be left, where possible, under the ceilings for each heading of the financial perspective so that the additional appropriations may be entered if necessary without the need for any revision. 

- d) As far is possible budgets containing insignificant amounts should not be entered in the budget.

The four pillars on which the preparations for accession should be based, namely those macroeconomics, harmonization, communications strategy and training (EU’s Leonardo da Vinci program, which encourages an involvement of the youth of the countries associated with EU, too, whereas the Tempus program is directly aimed at the CEE associate countries). Within the framework of Jean Monnet program the European Union supports university departments, blocs and doctorate program. Some of the CEECs joined it in 1994 (Hungary, Czech, and Poland). Eighteen Jean Monnet departments are operated in these countries, of which nine, or ten are in Hungary. The EC experts are interested in the functioning of legal rules and the practice of institutions. Diagnosing the Hungarian case-study, there is a very great need for EC experts, as the Hungarian officials have to be sent to some 200 committees. The Cabinet for Integration Issues operates regularly, the Integration Strategy Working Group of researchers have been set up, and the Ministry’s Integration State Secretariat sees to the performance of the co-ordination tasks. An Inter-ministerial Co-ordination Committee had also been set up with 27 working parties for the elaboration of Hungary’s positions at the accession negotiation, including issues affecting the periods of transition and the shares Hungary should have in the EC funds. The problems to be overcome are the needs to convince the individual member countries, the yields of the EU’s enlargement, the nuclear safety, and the expected results of the economic growth which are to create additional jobs. The European Union’s economic benefit will be well in excess of the budget supports to be disbursed by the EC, as it already pointed out by Austria and German Research Institutes. Hungary’s competitiveness when a member will not deteriorate related to the period covered by the Association Agreement and it will be favourable for it that it will be involved in decision making. Mistaken are those who are afraid of the large number of people working in agriculture, because not the agricultural production is the main job for many of them. As regards macro-economic policy on environmental regulations, most of these are product-specific and Hungary has a good position in this connection. The EC conditions of regional development are now undergoing a change; it is necessary to bring appropriate solutions to the situation of regions, they have to be legal entities, and appropriate concepts are to be elaborated for them (2). In the field of R&D, total expenditures in real terms decreased by 53.7 %, while expenditures of the business sector by 74.5 % between 1988 and 1993.During this period, the most significant financial source for technological development (the Central Technological Development Fund) decreased by 31.3 % at the current prices and by 72.1 % in real terms. In 1993, the number of scientists and engineers employed by industrial companies and branch institutes only slightly exceeded one quarter of the corresponding figure in 1988. By the end of 1993: Company R & D seemed to be dissolved in great restructuring process; - Five industrial R & D institutes were liquidated owing to their vast debts; -All the other branch institutes have been transformed into joint stock, or limited liability companies; - Industrial R & D activities of the academic institutions stagnated on a very low level. There seemed to be only one fruitful development in this field: Establishment of the Zoltán Bay Foundation and the Applied Research Network of this Foundation in 1993.

At the European Parliament’s initiative a segregated fund is available for cross-border regional cooperation and the support of infra-structural investments is to strengthen. The main goal of regional cooperation is to is to promote good neighbourly relations on the other hand, and the development of economy and democracy in the Central and Eastern European region, and to strengthen the would-be frontiers of the EU in the longer term, in order for these not to become the limits of democracy and the well being. Such cases of cooperation are successful if economic interests are attached to them, if the participants form a geographical unit, if the EU or one of its member states is involved, if the local region is interested in them, or if the local small projects are at issue. The reasons for failures if the given state attributes no particular significance to the cooperation, if the central state administration provides insufficient authority, if the given region has no appropriate institutions for the cooperation is expected to be extended over a fairly large geographical area. Time is usually needed for the development of such cooperation.

When analyzing the relationship of the dominant economic paradigms and the integration of the CEE Countries and the LD Countries,  the role of time has got to be emphasized The macro-economic policy enlargement is taking  place in conditions where the monetarist attitude is predominant, the crisis of the welfare state and the states’ withdrawal from the economy is emphasized, as if the social market economy has become outdated. This state of things will not last for ever. New crises will need new responses. The kind of trend of technological development is that of substituting capital for labour, and this what causes unemployment. The monetary policy is predominant in the European Union, too. The de-valuations in the CEE Countries and  LD Countries which has affected all citizens illustrate that this is not deleterious than hands on controls. In the European Union, the fight with unemployment becomes manifested through declarations only. Theories and practice are sometimes divided in the European Union Policies. For example, the Schengen-ruled protection of the border will be much stricter than was that of the member states; the common agricultural policy is anti-liberal, as is generally known shifting tensions to other countries. The example of interacting fixed criteria is similar to the price fixation of the socialist economies, which excluded a mutual self-accommodation of demand and supply. The member states will not be able to respond to external influences, as there will be just one component of accommodation, the Euro.
2.1.1.1 The Implications of the Finance and Treasury Departments

The implications for finance and treasury will be the first to be affected by the single currency and managers could give priority to the following matters: a) Elimination of foreign exchange risk. Transactions which could treat participating denominations as  distinct currencies would be redundant Moving between denominations will involve no exchange risk and simply involve conversion calculations. Managers should prepare for this eventually and ensure that relevant contracts (derivatives, currency swaps etc.) take due account of the start of monetary union. Finance and treasury departments may need to be reorganized. These benefits would extend outside the EU borders if the ECU prospers as trading currency internationally. b) The changeover of wholesale financial markets. Companies which are active on capital markets will need to take account of the impact of the single currency on whole sale financial markets. A Euro-denominated domestic market will emerge absorbing the national markets of participating Member States. Bond yields could be affected as currency risk is eliminated. This implies that a greater emphasis could fall on other components of yield (market liquidity, credit risk, taxation differences). Companies should consider whether new issues of commercial paper could be denominated in Euro during transitional period, and whether the outstanding stock of debt could be re-denominated. The emergence of a bigger and more liquid market should lead to a more efficient allocation of capital and make borrowing easier. However, corporations will become much smaller players in this bigger Euro market, and some may not benefit from the name recognition they currently enjoy in national markets. This may lead to an increase in the number of companies seeking credit ratings. c) Equity markets. Unlike money and bond markets, the nature of the products traded on stock exchanges will not be altered by the EMU. The major challenges facing equity markets is ensuring that all operators, especially stockholders, fully understand the practicalities of the changeover. Companies with stock exchange quotations should carefully consider the changeover to the Euro and shareholders should be consulted. In particular, private citizens who hold shares may demand that dividend payments continue to be made in the national denomination until 2002.  d) Pension funds. A further impact which warrants consideration is the impact on company pension funds. The elimination of exchange risk could encourage a diversification of portfolio investments, for example throughout the Euro-zone. It is incumbent on those responsible for pensions to ensure that the necessary portfolio adjustments take place and that contributors to the fund are fully informed about these changes.
2.1.2 Adjustment of the financial perspective of EU with a view to accepting the open policy principles of the CEE and the ACP Countries in the enlargement of Macro-economic Integration Networks

During the trialogue meeting on 29th November 1994 Parliament, the Council and the Commission agreed on a financial perspective for the enlarged European Union following accession of Austria, Finland, and Sweden in accordance with paragraph 24 of the Inter-institutional Agreement of 29th October 1993. The new financial framework was approved by the Council on 5th December 1994 and by Parliament on 13th December 1994. As a result, it was possible not only to retain the Inter-institutional Agreement itself but also to adopt on time the 1995 budget for a 15 nation union. The ceilings for headings 1 to 5 were raised for the whole of the period to cover the requirements resulting from enlargement of the macro-economic integration networks of the Union: a) The common agricultural policy: the agricultural guideline was increased by 74 % of the relative GNP of the three acceding countries; b) The structural operations: the structural fund allocations were increased in line with the ACT of Accession. A new objective 6 was created for the regions with a population density not exceeding eight inhabitants per km2. The European Union budget will also cover the acceding countries’ contribution to the EEA financial mechanism (grant of structural aid by the EFTA Countries taking part in the Agreement on the European Economic Area). A new subheading has therefore been created in the financial perspective for the purpose; c) The internal policies : the ceiling for heading 3 was raised by 7 % in line with the relative size of the acceding countries’ GNP; d) external action: the ceiling for this heading was raised by 6.3 % in proportion to the relative population of the acceding countries; e) The administrative expenditure: the ceiling for this heading rises by an average of 4.66 % over the period 1995 to 1999, however, there is a provision that the expenditure under this heading will be reviewed in 1996 to take account of the financing requirements for the buildings of the European Institutions and the staff requirements for the new Member States.

A new heading 7 was also added to cover the compensations which Austria, Finland and Sweden would receive over the period 1993 to 1998 as part of the agricultural budget package. This compensation was being granted because Austria, Finland, and Sweden were not being paid any direct per hectare aid for arable crops, beef and veal in 1995 and because of their outlay on agricultural support as they bring their prices into line with Community prices.

The institutions also took advantage of this adjustment of the financial perspective to adapt it in line with specific requirements which are not directly linked to enlargement. Heading 2 (structural operations) was increased by ECU 200 million (at 1995 prices) in three equal installments between  1995 and 1997 to finance the Northern Ireland Peace Program under the Community Initiatives. Heading 3 (Internal Policy) was increased by ECU 400 million (1994 prices), spread evenly over the next three years, to finance the program for modernization of the textile industry.

The European Union published in 1995 its White-Paper LAYING DOWN THE REQUIREMENTS OF ADJUSTMENTS TO THE INTERNAL MARKET FOR THE Associate Countries These requirements are not much smaller than those in the EC, however, no reciprocity is referred to in connection with them. Many of the CEE Countries adopted their relevant strategies in December 1995. The EU questionnaire was forwarded to them in 1996 and the answers were submitted in summer of the same year. After that uniform CEE Countries’ strategies for legal harmonization was conceived (in consideration of the requirements of the Association Agreement and the Internal Market). In 1997 the Commission made its opinion known, which evaluated the CEE Countries’ legal harmonization favourably. As at the moment, let us see the case-study of Slovakia, if it finds a solution to its political problems, it will be offered a seat at the negotiating table of the EU in view of its economic results. It is assumed that the candidate countries will adjust to and to apply the EU legislation, though currently they cannot know it in detail as they do not participate in its shaping. The Community Legislation is a documentation of 80,000 pages.

The Commission’s budget projection for 1999 to 2006 totals ECU 275 billion. ECU 45 billion of this is especially reserved for the Central and Eastern European Countries scheduled to join the EU after 2000.

Under the Delors II package, the financing framework of the Community was agreed for 1993 to 1999. This confirmed a budgetary limit of 1.20 % of Community Gross National Product (GNP) rising to 1.27 % y 1999.

What do the structural funds comprise? These must be distinguished from the Cohesion Fund and are aimed at reducing regional disparities. They do not exclude any particular sector, whereas the Cohesion Fund is aimed at reducing economic disparities between  Member States, but limited to environment and transport infrastructures. The structural funds comprise of the following :

- The European Regional Fund (ERDF).

- The European Social Fund (ESF)

- The European Agricultural Guidance and Guarantee Fund (EAGGF).

The Financial Instrument for Fisheries established in 1993 to promote structural measures in that sector, and assist areas where fishing employment is in decline. When it reformed the structural funds, the Council set six priority objectives : 

-   a) To promote the development and structural adjustment of the less-developed      regions in the EU Integration Networks.

· b) To assist effectively those regions and border, or frontier regions seriously affected by industrial decline.

· c) To combat long-term unemployment.

· d) To facilitate the occupational integration of young people.

· e) To assist production, processing and marketing structures in agriculture and forestry.

· f) To promote the development of rural areas (3).
See the Financial Perspective from 1993 to 1999 of the European Union in the table below.

TABLE 2. FINANCIAL PERSPECTIVES FROM 1993 TO 1999 OF THE EU.

THE EUROPEAN UNION INITIAL FINANANCIAL PERSPECTIVE FROM 1993 TO 1999 (EUR 12)

Commitment appropriations        1993      1994      1995       1996     1997      1998      1999

1.Common agricultural policy   35230    35095     35722     36364   37023    37697    38389            

2. Structural operations             21277      21885    23480     24990   26526      28240    30000

2.1.Structural funds                   19777     20135      21480     22740   24026  25690    27400

2.2.Cohesion funds                     15oo       175o      2ooo         225o   25oo       255o     26oo

3.Internal policies                      394o        4o84      4323         452o    471o       491o     51oo

4.External action                        395o        4ooo      428o         456o     483o      518o     56o

5.Administrative expenditure    328o        338o        358o        369o     38oo      385o     39oo

6.Reserves                                  15oo        15oo       11oo         11oo     11oo      11oo     11oo

6.1. Monetary reserve                1ooo         1ooo         5oo          5oo        5oo        5oo       5oo

6.2. External action                    

        Loan guarantee                     3oo            3oo        3oo           3oo        3oo         3oo     3oo

        Emergency aid                      2oo            2oo         3oo          3oo        3oo         3oo      3oo

Commitment appropriations

Total                                        69177          69944        72485       75224    77989    8o977  84o89

Payment appropriation total    659o8          67o36        6915o       7129o    74491     77249  8o114

Total Payment appropriations 

( % of GNP)                                  1.2o       1.19           1.2o            1.21     1.23         1.25    1.26

Margin (% of GNP)                     o.oo        o.o1           o.o1            o.o1     o.o1         o.o1    o.o1

Own resources ceiling %GNP      1.2o        1.2o            1.21            1.22     1.24        1.26     1.27

Source : Inter-institutional Agreement (OJ C 331,7.12.1993 ).

From the macro-economic policy point of view let us focus on Ukraine case-study, after gaining sovereignty: In late 1996 and early 1997 the pace of privatization of medium and large-scale Center enterprises had fallen decisively In 1996, on average 300 enterprises were privatized monthly. In the second quarter of 1997 the respective index was as low as 118. In quarter I of 1997 a decline in GDP of .9 % over the same quarter 1996 was recorded. This is in turn followed a decline of some 10 % in GDP for 1996 as a whole. GDP contraction in Ukraine began in 1990 with the biggest fall register in 1994 being 23 %. In 1996 GDP in Ukraine constituted only about 43 % of the GDP registered in 1990. Industrial output also continued to decline. In May the index of the output  by 4.9 % over the earlier year levels. This followed a 5.6 % decline in quarter I over the same period a year earlier. More dramatically production of consumer goods dropped 25 % during the first quarter of 1997 with respect to the same period of the previous year. Agricultural production over the same period fell by 13.5 %.

Pressure of prices has continued to recede, as the first half of 1997 the consumer price index rose by 5.3 % at an annual rate. Month after month the index rose to 0.1 % in June, by being the lowest rate ever recorded. From the perspective achievements in 1996 the consumer price index rose to a shade below 40 % following a 182 % increase in 1995.

The external debt had risen very slightly from $ 8.2 billion at year and 1995 to $ 8.8 billion at the end of 1996. It worth noting that the export of Ukranian capital is running at around $ 2 billion per annum. Another way of viewing this is that the outflow of capital during the period of economic reform  is comparable to the level of foreign debt. By the end of  1995 the official reserves had risen from $ 1.05 billion to $ 1.83 billion at the end of year 1996. At the end of the first quarter of 1997 reserves stood at $ 1.9 billion. Given the very short reserves to import cover steps might be necessary to improve this level of cover. According to the Bank of Ukraine, in 1996 Ukraine’s balance of payments was negative and amounted  at $ 3.4 billion. This implies that Ukraine is a net importer of foreign capital and the current functioning of its economy is provided solely by foreign sources of funding (4).

The key challenges in managing macro-economic transformation in the CEE will thus require major efforts in the context of internal and external balance policies : 

-     World economy in transition toward a fully global era.

· Western economies facing open policy competitive challenges and imperatives.

· Accelerating transformation of economy and society in integration with the African Caribbean Pacific Countries.

· Catching up with the South-East Asian Countries in the biggest challenge and potential accelerator / blockades  of the overall macro-economic policy effort.

A case-study of one of the most developed Central East European Country – Hungary shows that in 1993 the GDP still decreased by 0.6 % as compared with the previous year, but increased by 2.9 % between 1993 to 1994. The rate of unemployment was 12.1 % in 1993 and 10.4 % in 1994  (source : Hungarian Central Statistical Bureau, 1996). Foreign capital investment reached 7200 million US $ by that time. More than 20 % of employees found a place of work in foreign-owned companies. Nearly 40 % of production, 38 % of investments and 60 % of export were connected to these firms. The share of transport, communication, trade and other services were growing, and there were more and more products with higher value added in the export. Industrial products have become more up-to-date, new technologies have been introduced more frequently, the importance of quality became more much more acknowledged than earlier. Activities showing profit and those having deficit have been separated. Companies were forced to work in the most profitable way. The growth of industrial production and the export was mainly due to the presence of multinational and foreign firms. However, they also contributed to the rapid growth of import. The balance of trade is permanently negative. 

The total FDI in cash and in kind reached US $ 14.5bn by the end of 1996, following the privatization in the energy sector. The sectoral distribution of FDI in 1996 is as follows: Banking insurance 6.5 %, trade 9.5 %, energy 12.0 %, telecommunications 14.0 %, industry 48.5 % and others 9.5 % in Hungary. This sum makes up about the half the FDI stock in the CEEC–7 GROUP (Including the Czech Republic, Hungary, Poland, the Slovak Republic, Slovenia, Bulgaria and Romania). The source of Hungarian FDI accumulation in %-age in 1996 is as follows :- Italy 4 %, Netherlands 4.5 %, France 10.0 %, Austria 10.5 %, USA 26.0 %, Germany 28 % and others 17.0 % (5). Hitting a moving target from a moving platform of the African Caribbean Pacific States for example :- Ethiopian case-study, where the EU committed over 2 billion ECU in 1990 prices in aid to Ethiopia between 1976 and 1994, equivalent to about $ US 2.5 billion. The program included both emergency relief and development aid.  It drew on a wide variety of aid instruments available from the EU. And it touched almost every sector of the Ethiopian Economy. The seven key issues in improving the EU aid programs in Ethiopia are as follows:

- a) Simplifying and focusing the range of aid instruments.

- b) Strengthening strategic planning at the country level, especially with respect in integration of instruments.

- c) Improving macro-economic and sectoral policy analysis and policy dialogue (with Government and other capacity).

- d) Improving macro-economic and sectoral policy analysis and policy dialogue (with Government and other partners).

- e) Reinforcing the project cycle, leading to better project preparation and supervision.

- f)  Decentralizing and simplifying aid administration.

- g) Improving standard of reporting.

- h) Better deployment of human resources, especially support for professional staffs.

The multiplicity of aid instruments and the complexity of the EU program in Ethiopia suggestion is still a question of a single country program. Yet the planning cycle for the five yearly National Indicative Program has  not met the need, because a large part of the aid has been outside the NIP. A more general strategy has, however, been prepared for the Lome’ IV bis period, covering 1996 to 2000 (6).

In this portrait gallery, history will probably for sometime accord a special case to Jacque Delors. The persistent Commission President proved to have a tool-kit for many occasions. He understood the importance of political longevity and long tenure, and set about achieving record. He knew how to play to the gallery by exhibitions of vision and irritation; by combining studies ambiguity and high blown-blown rhetoric; by carefully choosing his target, or line of advance to deflect, or minimize resistance. He made sure he controlled the bits of the agenda of the European Union that he thought crucial; yet he seemed ubiquitous. He was not least a master of Euro-speak, of the language of entailment and implication : Of the ripe time, of the need to move on from one thing to another. But no matter what? His strategic policies has made the ACP States and of later the Central Eastern European Countries feel comfortable in joining the EU Integration domain of trade in an open policy economy with a social dimension (Eppur si muove).

The specific functions and powers of the Delors Reports I,II & III are as follows: -Euro-fed management of the ECU’s exchange rate vis-a-vis non-Union currencies such as dollar and yen; -The formulation of a European monetary policy and thus the issuing of ECUs; -The role in banking and capital markets, for example as guarantor. On 1st January the Council of Ministers fulfilled the necessary conditions for the adoption of a single currency. It is now equally important to remember the protocols concerning economic and monetary union attached to the Treaty, Protocol 3 details the Statute and the Constitution of the ECSB and ECB; Protocol 4 covers the Statute of the European Monetary Institute, the fore-runner in Stage II of the ECB, Protocol 5 on the excessive-deficit procedure quantities the price deficit which, under Article 104.c, the Commission is required to investigate : an actual, or planned government deficit; GDP ratio of 3 %, or a government debt; GDP ratio of 60 %; Protocol 6, on the convergence criteria contains the components of the national economic and monetary policy which must converge in order for EMU to proceed its integration with the Central Eastern European Countries and the ACP States as follows: -A price performance that is sustainable and an average rate of inflation, observed over a period for one year before the examination, that does not exceed by more than 1.5 % points that of at most the three best performing Member States in terms of price stability; -No excessive government deficit; -No movement outside the normal fluctuation margins of the EMS; -No unilateral devaluation; -No nominal long-term interest rate more than 2 % points in the excess of the three best performing states.                    

Some macro-economic policy optimism may be reckoned from a change of this state of things. The changes in fiscal and monetary policies which aim to influence the level of aggregate demand in economy are termed EXPENDITURE CHANGING POLICIES. Whereas policies such as devaluation/revaluation of the exchange rate which attempt to influence the composition of spending as between domestic and foreign goods are known as EXPENDITURE SWITCHING POLICIES. To appreciate the development of the post war literature on open economies scholars and readers need to bear in mind that between 1948 and 1973 the International Monetary System was one of fixed exchange rates, with the major currencies being pegged to the US dollar. Only in cases of fundamental dis-equilibrium were authorities allowed to devalue, or value their currency. This meant that there was considerable interest in the relative effectiveness of fiscal and monetary policies as a means of influencing the economy. Although economic policy makers generally have many macro-economic policy aims the discussion in the 1950s and 1960s was primarily concerned with two objectives. The principal goal was to achieve full employment for the labour force along with a stable level of prices which may be termed internal balance. Although governments were committed to achieving full employment it is widely recognized that expanding output in an open economy will have implications for the balance of payments. For instance, expanding output and employment will result in greater expenditure on imports and consequently lead to a deterioration of the current account. As authorities had agreed to maintain fixed exchange rates, they were interested in running an equilibrium in the balance of payments, that is, balance in the supply and demand for their currency. This latter objective can be termed as external balance.

The principal usefulness of a macro-economic approach to developmental policies is that it is the only comprehensive and analytically sound way in assessing the net overall effects that the developmental expenditures exert upon the economy. The macro-economic models like the Trevor Swan’s diagram are able to trace the inter-relationships between the various major variables in an event of inflation, unemployment, productivity, the balance of payments and growth. In principle, therefore, they permit the calculation of direct and the indirect effects on such variables of a change in infrastructure expenditures. The Swan diagram is usually divided into four zones depicting different possible states of an economy as follows:

   Zone I – A deficit and inflationary pressures

                Zone II – A deficit and deflationary pressures

                Zone III –A surplus and inflationary pressures

                Zone IV – A surplus and inflationary pressures.

Only at point A where the IB and EB schedules intersect is the economy in both internal and external equilibrium. Suppose that the economy for some reason finds itself at point B in zone I, experiencing both inflationary pressures and a current account deficit. If the authorities maintain a fixed exchange rate and try to reduce the current account deficit by cutting back real domestic expenditure they move the economy towards the point C. Achieving external balance by using expenditure reducing policies alone would require such a cutback in absorption that the economy is pushed into recession with resulting unemployment. Alternatively, the Authorities might try to tackle the deficit by devaluing the exchange rate, this has the effect of moving the economy towards point D on the EB Schedule. While the devaluation has the effect of reducing the current account deficit it does so at the expense of adding further inflationary pressures to the economy. This is shown by the fact that the economy moves further away from the internal balance schedule.

A major lesson to be learnt from the usage of this simple model in the CEE and ACP countries is that the use of one instrument, be it fiscal expansion, or devaluation, to achieve two targets, internal and external balance, is mostly unlikely to be successful. To move from point B to point A, the Authorities need to both deflate the economy and undertake a devaluation by appropriate amounts. The deflation will control inflation and the devaluation improve the current account so that the two objectives can be met. The idea that a country generally requires as many instruments as it has targets was elaborated by the Nobel Prize winning Dutch economist Jan Tinbergen (1952) and is popularly known as Tinbergen’s instruments-targets rule and according to the laid down Swan-diagram.

The assistance of growth and adjustment of regional economies where there are structural deficits; and in the redevelopment of declining industrial regions with national regional policies. Much of the European Regional Development Fund expenditure goes to the infrastructure projects. The European Social Fund is meant to rectify and assist the implementation of social policies with particular regard to combating general and youth unemployment, and encouraging vocational training and integration of young, or excluded people into the job market. Individual companies can sometimes apply, ECU 13.94bn have been allocated for objectives 3 and 4 of the EU Structural Funds for 1994 to 1999(7). The European Agricultural Guidance and Guarantee Fund  was set up in 1962. In 1995 the Agricultural and Fisheries Fund accounted for 50 % of the budget, most of this goes to guaranteeing farm prices and storage costs, but attempts are being made to reduce this. The EAGGF guidance assists the modernization of agricultural infrastructure and supports farming in environmentally sensitive areas.

Having analyzed the structural funds, let us see the forces in the Central Eastern European Countries and the Least Developed Countries concerning  their Exchange rates versus Domestic Absorption. The Exchange rate is defined as domestic currency unit of foreign currency so that a rise represents a real depreciation which implies improved international competitiveness. On the horizontal axis we have the amount of real domestic absorption which represents the sum of consumption, investment and government expenditure.
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2.2 THE MUNDELL–FLEMING MODEL APPLICATION IN THE MACRO-ECONOMIC POLICIES OF THE CENTRAL AND EASTERN EUROPEAN -- THE AFRICAN CARIBBEAN PACIFIC COUNTRIES IN COLLABORATION WITH THE EUROPEAN UNION INTEGRATION  NETWORKS

The most important question to be asked in this particular context is that what sustains economic development ? Maintenance expenditures are required to sustain existing rates of output. The rate of investment needed to match requirements, at a constant level of per capita income, is likewise high, compared with the past; and the task of organizing it efficiently which involves coordinated action, and the participation by governments, become more difficult.

Still more investment is needed if per capita income is to grow, but less is needed the greater its efficiency. Experience suggests that, for much of investment, decentralized decision making coordinated by the market, and with the system of private property which allows the investor to keep an appreciable part of the gains, results in sustainable growth. (1)

The rapid growth of International Capital Markets since the 1960s has had a dramatic impact on macro-economic policy-making in the advanced capitalist countries and on the patterns of international  coordination of macro-economic adjustment policies. International capital market integration has reduced government’ ability to pursue effective macro-economic policies that diverge from those of their main international economic partners and has greatly increased international macro-economic volatility. Capital market integration rendered ineffective the strategies of international policy coordination that governments had relied on to insulate national macroeconomic policy-making from international pressures in 1950s and 1960s, and encouraged a move towards direct co-ordination of monetary and fiscal policies themselves. (2)

Dr. Fraser Cameron, advisor to Van den Brock, EC member responsible for external relations, said that the member states raised a great deal of questions with regard to the CEECs’ opinions. Speaking on Agenda 2000 he stated that negotiations on the accession might start in early 1998, although the relevant macro-economic institutional reform is to be implemented. As Economic and Social Cohesion is a political priority, which should even be more emphasized after the accession of the countries that are on a different level of economic development than European Union. The accession is to affect a population of about 100 million, with their GDP amounting to 5 % of the European Union’s. The economic reform of the common agricultural policy needs to be continued (but this is opposed by several regions, including Bavaria). The economic reform infrastructure should be a concrete package in these countries. The criteria of accession are objective, but the differentiation should not be taken for discrimination. The EU’S costs are being sized up. The common budget might not grow above 1.27 % of the combined GDP. ECU 475 billion is the target for the structural fund, of which EC 45 billion should go for the enlargement. The support might not be in excess of 4 % of a candidate’s GDP. The EU is sympathetic with the new democracies in the CEECs as it used to be to the ACP States in the 1960s, 1970s & 1980s before the demise of communism and the formation of the URUGUAY ROUND WTO (World Trade Organization). The lesson to be learnt here, is that, the candidate countries need to formulate their regional macroeconomic policies in open economy system in order that they could utilize the supports and woe more morale in economic cooperation from the European Union Integration Networks.

The aims of the highly debated reform of the common agricultural policy are to maintain the competitiveness of the agricultural sector in the EU and on the external markets, to provide for consumer protection, to enhance the safety of rural living conditions, to maintain the living standards of those employed in agriculture, to develop environment-friendly agriculture and to make the EU regulation less sophisticated. The Commission proposed a well-established strategy of adjustment for the candidates under which the Commission would report annually to the Council on the progress achieved, and should the State be left out of the first round make major advance, negotiations could be initiated with them too.

According to the modern theory of investments to the ACP and CEE countries, international production location choice depends on several sets of factors, partly external and partly internal to firms. A TNC decides to produce in a foreign market instead of serving it through exports if it possesses some special advantage – such as superior technology, or lower costs due to economies of scale (3) – over local firms that overcomes the costs of being present in a foreign market. These costs include communication and transport costs, of stationing personnel abroad, tariff and non tariff barriers, as well as language and different business habits. (4)

To identify advantages and conditions under which FDI occurs, Dunning (1977, 1981) proposed an organizing framework, known as the OLI paradigm. It states that three necessary conditions must simultaneously hold before a firm will engage in a foreign direct investment: ownership, location and internalization (5, 6). Ownership advantages come in several forms, all based on the concept of knowledge-base firm specific assets. They involve patents, trade secrets, trademarks, human capital, management and reputation for quality. These firm specific tangible and intangible assets confer to the firm cost advantages and some market power sufficient to overcome the costs of producing abroad.

Location advantages, instead, are external to the firm and depend on host country characteristics. Foreign markets must offer advantages that make it profitable to produce in loco rather than to produce in the home country and export to foreign markets. Tariff and non tariff barriers:

- both existing measures and with the intention of reducing protectionist pressures,
- transport costs, market size and factor endowments are the most common characteristics of the host countries taken in consideration when explaining foreign location choice of production plants. (7, 8)

Finally, in the Developing countries and the CEE countries a TNC approach must have an internalization advantage, that is an incentive to exploit internally and directly the other advantages rather than at arms’ length through licensing, or cooperation agreement with an independent foreign firm. These incentives depend on factors like the form of corporate governance, internal transaction costs versus market costs, the specific characteristics of the knowledge to be transferred and the cost of transferring it. From a theoretical point of view, this kind of advantages come from market failures, due to asymmetric information and incomplete contracting as well as non-excludability. (9)

The most promising are the gravity approach and the location theory. The gravity approach is able to explain different types of bilateral flows, such as migration, commuting, tourism and commodity shipping. Traditionally the log-near equation specifies a bilateral flow from an origin of i to a destination j as dependent, on the one hand, from the economic forces working in i and j and, from the economic forces able either to foster, or to resist the flow’s movement from the origin to the destination. For example – trade between countries/nations can be explained assuming explanatory variables the size of the country of origin and destination, the geographical distance between the respective economic centers, and any other factors able to aid, or to oppose trade flows, i.e. trade-barriers, export subsidies, trade agreements, etc. Empirical evidence should show that the European Union trade flows with the CEE and ACP countries depend positively on the market size (as experienced by income and population) and negatively from distance. The reference to FDI is implicit: if countries are very far from each other, it is better to produce directly in the foreign country rather than serving it through exports. The reason is that as distance increases, transport costs rise making exports not convenient. Of late this approach has been applied to explain FDI flows (Brenton, Di Mauro, 1998). The results seem to be promising, even though other variables can play a role as determinant of FDI.

The location theory merges three different theories : -a) International trade b) Industrial organization c) Chaos theory. (a) and (b) can be ascribed to the economic sphere, while the (c) theory has been borrowed from mathematics and physics. Traditionally, the explanations of spatial concentration of firms have been dominated by classical source of comparative advantages, such as differences in factor endowments, transportation costs and market access (10). More recent approaches, instead, stressing the importance of the agglomeration economies, try to explain location choice in more dynamic terms. The key elements of these type of models are – the presence of externalities, both technological and pecuniary, that act as centripetal force and, a centrifugal force, that is the stronger competition generated by the presence of many firms. Since MNEs are heavily involved in relocation activities, FDI can play a role in this kind of models. Markusen and Venables (1995) show that MNEs reduce the agglomeration forces that arise when international factor mobility is allowed, while Baldwin and Ottaviano (1997) analyzes implication for strategic interaction on the plant location decisions of MNEs (11). At the empirical level, the importance of agglomeration economies for foreign investors has been shown by Wheeler and Mody (1992).

From the open economy point of view – it does not exist for a single model to be able to provide a comprehensive framework in the CEE and ACP countries, subject to empirical test, to explain the determinants of FDI. Secondly it is not able to explain a complex phenomenon like foreign direct investment assuming as starting point the hypotheses of just one of the approaches. Since theory is not completely independent from real facts, the observation of the empirical evidence is needed for the above countries to better understand FDI and its determinants (12).

As per the empirical evidence – manufacturing and production activities have been the focus for the European investments in the area for accounting for, on average, 65 % of the total initiatives. Within the manufacturing sector, scale intensive and traditional sectors collect the bulk of EU investments: average 48 % and 42 % respectively. Total investments in the ES (scale intensive) sectors amount to 8.6 billion ECU (72 % of the total amount invested by European firms in the CEE region), almost 3 times the amount invested in traditional sectors and 4o times that invested in the HT (science based) sectors. Science based investments account, on average, 7.7 million ECU, the half of the average value of a foreign investment in scale intensive sectors. See the Table – FDI home and host country (1985 to 1997).
TABLE 3. FDI HOME AND HOST COUNTRY (1985 TO 1997) – SECTORAL BREAKDOWN

Scale intensive sectors (ES)

_________________________________________________________________

EU – Countries                    CEE Countries

           
Bulgaria   Croatia   Czech   Estonia   Hungary   Latvia   Lithuania   Poland   Romania  Slovak  Slovenia  Total 

                                                                                                                                                                                                 Austria                          4           27                          35                              15            2              3            5                          91

Belgium       1                             7                            2                                 7            1                            1                          19

Denmark                      1            3                              1                 1             2            5                                                        13

Finland         2                                         14              2                  1            18                                                                     29

France                                       27                             9                                26           7             3             3                         75   

Germany      2            3              98                            39                3            48           9            7               3                      212

Greece                                                              2                                                         1                                                         3

Ireland                                                                                                            2                                                                      2

Italy               6           4             18            1              24                               3o          14            2             6                       1o5

Luxembourg                                                                                                  1                                                                       1

Netherlands                              9                     1o                                          12            3                                                     34

Portugal

Spain                                        3                       1                                            3             2                           1                         1o

Sweden                      1            9            8           6         1              3              23                                          2                        53

United Kingdom 1                  9                       11                                         17            3           2                                          43    

UE –15                10   13       212         23        142          3             9           197          43         19            19                       690

The French Government’s attitude towards foreign direct investment in the CEE countries in scale intensive sectors is distributed as follows: 27 sectors in Czech Republic, 9 sectors in Hungary, 26 sectors in Poland, 7 sectors in Romania, 3 sectors in Slovak Republic, 3 sectors in Slovenia; while the science based sectors (HT)  3 sectors in Hungary and 1 sector in Poland. See table 4.

TABLE 4. Science based – sector ( HT )   in  CEE Countries

EU-Countries. Bulgaria Czech Estonia  Hungary Lithuania  Poland  Slovak Slovenia Total

Austria                                                            1                                                                            1

Belgium                                 1                                                                                                      1
Denmark                                                                                               1                                       1

Finland                                1           2              1                                                                           4

France                                                             3                                     1                                      4 

Germany                               5                       1                                      5               2                   13

Italy              1                       2                        1                   1                 1                                     6 

Greece

Ireland

Luxembourg

Netherlands                           1          2                                                                                           3

Portugal

Spain

Sweden                                  1                                               1                    1                               3

United Kingdom                   1                      1                                             1                                2

UE –15                1                 11       2           10                     2                   10            2               38

The French Government’s attitude on the specialized sector (SP) in the CEE countries is distributed as follows: 6 sectors in Czech Republic, 1 sector in Estonia, 3 sectors in Hungary and 2 sectors in Romania; while the traditional sectors are: 1 sector in Bulgaria, 10 sectors in Czech Republic, 8 sectors in Hungary, 1 sector in Lithuania, 16 sectors in Poland, 2 sectors in Romania, 1 sector in Slovak Republic and 1 sector in Slovenia respectively.

The FDI home and host country (1985 to 1997) for France in the CEE countries is 820.79 million ECU in scale intensive sectors (ES) and 10 % ES distribution within sectors; 23.19 million ECU in science based sectors (HT) and 10 % HT distribution within sectors; 13.41 million ECU in Mspecialized producers (SP) and 10 %  HT distribution; 189.68 million ECU in traditional sectors (TR) and 6 % TR distribution within sectors. See table 5. For the CEE countries’ FDI home and host country million ECU from 1985 to 1997.
TABLE 5. CEE FDI HOME AND HOST COUNTRY FROM 1985 TO 1997 IN MACROECONOMIC POLICY IN SCALE INTENSIVE, SCIENCE BASED, SPECIALIZED PRODUCERS AND TRADITIONAL SECTORS (ES,HT,SP AND TR ) IN MILLION ECU

CEE countries               ES                      HT                     SP                     TR            Total      %

Albania                                                                                                         66.83         66.83      1 %      

Bulgaria                       19.92                   o.42                   3.11                    98.62       122.o7      1 %                                

Croatia                       1o9.68                                            12.4o                   49.68        171.75     1%                          

Czech                       3361.o8                 29.46                 1o.73                   682.21      4o83.48   34 %      

Estonia                         29.13                                             9.o8                    47.95          86.15    1 %

Hungary                     2579.19               134.99               1o.2o                  622.9o       3347.28   28 %

Latvia                               0                                                                           21.9o          21.9o     0 %             

Lithuania                      26.98                    1.77                 o.6o                     28.98          58.33      0 %     

Poland                       1873.94                 47.79               17.82                 1139.oo       3o78.55    26 %     

Romania                      23o.48                                         69.73                  144.1o          444.31     4 %                              

Slovak Republic           176.11                  16.65                 0                       24.78           217.54     2 %     

Slovenia                        232.42                                            0                       38.76           271.18     2 %       

 CEE countries            8638.93                31.o8            133.67                 2965.71      11969.39  1oo % 

From the above table diagnostic analysis the macro-economic points about the French and the EU Integration Networks, looking at the dynamics, it is evident that the FDI flows boomed in each group of sectors in the 1990s. ES,TR, sectors and consequently SP, have been the first to be exploited by the European Investors. The macro-economic activity operations, in fact began in the early 1990s for registering consistent investments in HT sectors. The dramatic expansion that characterized FDI flows till the 1992 indicates. It is worth to notice that sector growth rates tend to converge at the end of the period. These facts can partly be explained by the fully exploitation of the privatization related investment possibilities and partly by reduction in the investors’ expectations due to the fact that the former promising factor cost advantages have not been considered as permanent, but affected by the transition process towards market economy as follows: a) FDI in ES and HT sectors are concentrated in the most successful countries in the transition process while FDI in TR and SP sectors are relatively more scattered within the region, involving also the smaller and less stable countries, such as Albania and Bulgaria; b) The most successful countries in attracting FDI are the nearest to Europe. Proximity, thus, matters as determinant of FDI. The relative scarce presence of non European investors in the region reinforces this consideration. At the sector level, proximity takes on a broader significance encompassing also the business culture. Where the managerial and production systems are quite different, as in high technological sectors, technical cooperation become more difficult; c) FDI, transition process and privatization seem to be strictly correlated; d) Most of the Europny76ean FDI is market seeking, being concentrated in scale intensive sectors. The strong presence of SMEs and the abundance of inexpensive labour force characterizes Central and Eastern countries relative to French attitude within the European Integration Networks suggest that foreign investments may also be driven by efficiency seeking considerations (13,14).
1. Maurice Scott (1994) : The Economics of Sustainable Development Published by Cambridge University by the OECD Funding pp. 102-104.

2. Richard Stubbs et al (1994) : Understanding Patterns of Macro-economic Policy Co-ordination in the Post-War Period by Michael C. Webb in the Economy and changing Global Order Textbook  Published by Macmillan.

3. In this context modern means that it considers market imperfections and oligopoly strategies as key elements for foreign investment decisions. Earlier theories, as the neoclassical theory of international trade, are based on atomistic markets. They identify as determinants of FDI, differential in factor endowments, in returns of capitals, in factor risk and in market growth. For an in-depth analysis of these neoclassical theories see Mundell (1957), Chakravarty (1961), Borts (1964) and Aliber (1970).

4. Markusen J.V. (1995): The boundaries of multi-national enterprises and the theory of International.

5. Trade – Journal of Economic Perspectives, 9.

6. Dunning J. (1977a): Trade, location of economic activity and MNE : A search for eclectic approach in the International Allocation of Economic Activity, London, MacMillan.

7. Dunning J. (1981b): International production and the multinational enterprise, London, George Allen et al.

7.    Bloningen B; and Feenstra R., (1996): Protectionist threats and foreign direct investments – NBER, Working paper n. 5475.

8.   Blomstrom M; Kokko A., (1997): Regional Integration and Foreign Direct Investment NBER, Working paper n. 6019.

9.    Although accepted, Dunning paradigm is not faultless. Grosse and Berham (1992) consider it as a good summary of the several determinants of FDI. Likewise, Graham (1996) says that the OLI paradigm is just a taxanomy and not a behavioral model. It puts together different theories of FDI without adding any new element. Rugman (1985) argues that only the internationalization advantages matter. Markusen (1995) points out that the OLI paradigm does not consider alternative choices, such as joint-ventures, while Smith and Rebne (1992) highlight that the OLI paradigm does not pay a particular attention to political and social elements.

10.  Kravis I.B., Lipsey R.E. (1982): The location of overseas production and production from export by USA multinational firms – Journal of International Economics,  n. 12.

11.  Agglomeration economies give rise to non-ergodic system, that exhibits striking different and irreversible evolutionary responses to small changes. 

12. Ottaviano G.I., Puga D., (1997): Agglomeration in the global economy: a survey of the new economy geography – Center for Economic Performance, discussion paper n.356, London.

13.  Alessangrini S. et al. (1997): EU foreign direct investment in Central and Eastern Europe – ECDG III, Brussels.

14.  Hunya G. (1997): Large privatization, restructuring and foreign direct investment, in Zecchini S., (ED.) Lessons from the economic transition, Central and Eastern Europe in the 1990s, Luwer, 1997.
2.2.1 THE DERIVATION OF THE I–S SCHEDULE FOR AN OPEN ECONOMY POLICY IN THE CEE AND ACP COUNTRIES

The changes in the war torn Third World countries and in the Eastern Europe make the whole relocation process harder to analyze. Not only do they alter the production location possibilities available to firms, because failure to develop creates immediate immigratory pressures; there is a new element in the bargaining game between capital and labour. Where the firms understand the nature of competition between regions and their labour forces, they can use the option of moving to the periphery as a threat against their unions, provided they can convince them that the prospect of losing their jobs to another region is genuine. If labour in the core adopts flexible working practices, or accepts lower real wages, moving to the periphery is unnecessary (1).

In agro-commodities the ACP States and the CEE countries producers are likely to be the most effective competing in labour intensive products, for example in fruits and vegetables, mushrooms and fish. Upgrading their capital stock to deal with the high standards of processing and packaging demanded by Western consumers would be too expensive. The foundation laid down by the Delors Report on the Social dimension caters for these countries,  or else they would face three direct consequences identified as follows: a) The basic pressures of economic development. b) The driving forces behind industrial location combine to impose severe economic strains on Europe’s economic, political and social systems. The long-term macro-economic developments from a more efficient production structure could be enormous: faster growth and a greater share of World markets. However, they are shrouded by the short-term dislocations that have first to be overcome and have not yet been addressed. One of the reasons why the EC is suffering so many schisms at the moment is the pressure from this regional restructuring. Investors need to be aware of the risks that are faced by the firms currently in the wrong location. The migratory pressures are so strong that the artificial trade barriers with Eastern Europe must be removed far more rapidly than is currently planned. The barriers of the ACP States had been rectified at the Mauritius Conference in November 1995 – Lome’ IV Convention as revised by the latter Agreement.                                                                                                                                                              

The I-S Schedule for an open economy shows various combinations of the level of output (Y) and the rate of interest that make leakages, that is, savings and import expenditure (S+M) equal to injections, that is, investment, government expenditure and exports (I+G+X). In the above countries open economy has the following identity: Y=C+I+G+X-M.

Where Y is a national income, C is domestic consumption, I is domestic Investment, G is government expenditure, X is export expenditure and M is import expenditure. This identity can be restated in terms of equality between leakages and injections. Since Y –C =S, where S is savings, S+M = I+G+X.

The European Union FDI (Foreign direct Investment) into the CEE countries has increased exponentially in the 1990s, when many of these countries started their transition processes to democracy and open market economy, than the compared to the total EU FDI flows to developing countries (1). For scholars had seen the French Government influence the Yaounde I, II Agreements, Lome’ I, II, III, IV and the revised Fourth Lome’ on 4th November 1995. Let us wait to see the econometric model on theoritical and empirical  frameworks of the CEE countries, as in practice the of the Brussels Headquarters of the European Union, though on 16th March 1999 the EU reached her climax on open economy market by nearing the D-D- Days of Cabinet reshuffle. See the derivation of the I-S Schedule.

For simplicity in the macro-economic policy in an open economy the following linear relationships are assumed in the CEE and ACP countries. S = Sa + sY; Here the savings are equal to autonomous savings (Sa) plus savings which are positive function of income, where s is the marginal propensity to save. M = Ms +mY ; where the imports are equal to autonomous imports (Ma) plus imports which are a positive function of increases in income, where m is the marginal propensity to import.

I = I (r) and  dI/dr  < 0,  where the investment is assumed to be inverse function of the rate of interest. For example as government expenditure and exports are concerned these are assumed to be autonomous with respect to the rate of interest  and level of national income.

The injections schedule shows that given the price level and the state of expectations the rate of interest that leads to a level of injections In 1 is given by r1. The injections schedule is downwards sloping from left to right because investment is inversely related to the rate of interest while the level of candidate government expenditure and exports are assumed to be independent of the rate of interest. The income Y1 generates leakages L1 which will be equal to injections In1 if the interest rate is r1. See the Mundel -Fleming I-S Schedule.

In the r-income diagram, we can depict a point on the IS curve for an open economy because at interest rate r1 and income level Y1, rate r2 and income level Y2, the leakages are equal to injections. The continuation of the schematic process gives the IS schedule for an open economy. The IS schedule is downward sloping from left to right in the interest rate income level space. It therefore, implies and is implied by higher levels of income which generate higher levels of leakages requiring a fall in the interest rate to generate increased investment and maintain equality of injections and leakages.

2.2.1.1. FACTORS AFFECTING THE I–S SCHEDULE OF THE MACRO-ECONOMIC POLICY OF THE CEE AND ACP COUNTRIES IN AN OPEN ECONOMY

The IS–Schedule will shift to the right if there is an increase in either investment, government expenditure, or exports. This is because in the surveyed candidate countries an increase in these injections requires a higher level of national income to induce a matching increase in leakages in the form of increased savings and imports. An autonomous fall in savings, or imports will also require a rightward shift of the IS–Schedule because a higher level of income is required to induce more savings and import expenditure so as to maintain equality of leakages and injections. A crucial factor that causes a rightward shift of the I–S Schedule is the depreciation, or devaluation of the exchange rate, providing that the Marshall-Lerner condition holds; this is because a rise in the exchange rate leads to a reduction of import expenditure and an increase in export sales so that injections exceed leakages requiring an increased level of income to bring them back into equality.

To explain these facts in the econometric model it is necessary to explore the determinants of the foreign direct investments (FDI) of the French Government in terms of host countries characteristics at sector levels see tables 3 and 4. The explanatory variables of the French Government attitude towards the CEE and ACP countries within the European Integration Networks are considered as follows:

a) Market size – Most FDI has been undertaken in scale intensive and traditional sectors, where market consideratuions are relevant, even though for different reasons. According to the empirical investigations (2,3,4). Suggest that most firms invest in the above countries to find new market opportunities for their products, notwithstanding the type of business. Following the theoritical background of the gravity model, GDP per capita (GDPPC) and population (POP) have been used as proxy for potential demand and market size respectively The expected sign is positive for both variables.

b) Proximity. The empirical evidence suggests that proximity to the countries of origin matters as determinants of FDI. The average distance of each surveyed candidate country from EU-computed as average of the distance between each European capital weighted by relative importance of each European country investor as for example: French Government in the area – has been introduced as explanatory variable. The expected sign is negative.

c) Labour costs. The presence of small investors and the percentage of foreign investments realised in the traditional sectors suggest that labour cost may play an important role in attracting FDI. Wage differentials between EU and the CEE and ACP countries has been taken in consideration to catch the effects of efficiency seeking investments at sectoral levels (5). It is expected that FDI, especially if realized in traditional sectors, reacts positively to this difference.

d) Transition process. The empirical evidence has showed that the most successful countries in attracting foreign direct investment from France have been those more advanced in the transition process towards market economy, namely Czech Republic, Hungary and Poland. The uncertainties of operating in a troubled environment are one of the most important deterrents for investments. FDI decisions are not taken in isolation, but reflect current characteristics and expected changes in the economic environment, globally considered. Since transition is a complex phenomenon, involving more than one aspect of the economic and business structure (macroeconomic conditions, privatization, legal framework, competition policy, market and industry structure, bureaucracy, etc.), it has been proxied by an index, that is the Operation Risk Index (ORI) (6).  A case study of this situation can be seen in the current macroeconomic policy of French Government with South Africa Republic which had just joined the ACP States under the Revised Lome’ IV Umbrella. Here, the progress towards a market economy makes domestic markets more attractive for foreign investors since they are perceived as more stable and more similar to Western markets.
1 Hunya (1997), Sheehy (1994), Meyer (1995), EBRD (1994).

2. Lankes, H.P., Venable (1996): Foreign direct investment in economic transition : the changing patterns of investments – Economics of Transition, Vol. 4(2).

3.  Genco et al. (1993) : Private investment in Central and Eastern Europe – EBRD Working paper n.7.

4.    EBRD ( 1994) : Transition Report, chapter 4, EBRD, London.

5.   EU Wage has been computed as an average of European countries’ manual and non manual monthly earnings in manufacturing sector weighted by the importance of each European country as investor in the area.

6. ORI aims at gauging the business climate through 15 criteria, among which policy continuity, degree of privatization, inflation, bureaucratic delays, currency convertibility, credit conditions and so on. It ranges from zero (unacceptable business conditions for foreign owned enterprises) to 100 (perfect business environment quite similar to industrialized economies). Dr. Haner, President, Business Environment Risk Intelligence S.A.

2.2.2   THE DERIVATION OF THE LM-SCHEDULE FOR AN OPEN ECONOMY POLICY IN THE CEE AND ACP COUNTRIES

The existence of a functioning market economy requires that prices, as well as trade are liberalized and that an enforceable legal system, including property rights, is in place. Macroeconomic stability and consensus about economic policy enhance performance of market economy. A well-developed financial sector and the absence of any significant barriers to market entry and exit improve the efficiency of the economy. The LM-schedule thus shows various combinations of the level of income and rate of interest for which the money market in equilibrium for the above countries that is, for which money demand equals money supply. In a more modified and simplified model, it is assumed that the money demand is two-fold :- a) Transactions purposes b) Speculative purposes.

Mt = Mt (Y), where Mt is the transactions demand for money.

Msp = Msp (r), where Msp is the speculative demand for money.

At equilibrium level Md = Msp +Mt = Ms, where Md = Money demand and Ms = Money supply.

See the derivation of L–M Schedule figure.

By taking case studies of income levels of these countries, finding respective rates of interest which are compatible with money market equilibrium and plotting Mt against Income level; Mt against Msp; r against Income level; and r against Msp. The L–M schedule is achieved through such a process. The L–M schedule is upward sloping from left to right. This is because high income levels require relatively large transaction balances which for a given money supply can only be drawn out of speculative balances by relatively high interest rates.

According to the OECD Economic Outlook Report 59 of 1995 the France pattern of restructuring in Foreign Direct Investments in 1986 was 19 US $ billion; in 1990 was 35 US $ billion; in 1991 was 20 US $ billion; and in 1992 was 19 US $ billion. The French Integration aid to the CEE countries was mainly intensified in Czech Republic, Hungary, and Poland in scale intensive sectors, science-based sectors and in specialized producers. The average value (million ECU) in investment by France into the CEE countries from 1985 to 1997 was as follows per sector 12.63 million ECU in scale intensive sector, 5.80 million ECU in science based sector, was 1.22 million ECU in specialized producers sector, 5.27 million ECU in traditional sector giving an average of  9.03 million ECU of FDI  injected into the CEE countries from the European Union Integration Networks (1, 2).

During this transitional period the forces of FDI depict the transaction demand for money in these countries as a positive function of income. As income rises from a given level to a certain income level the demand for the transaction balances rises from a lower transactions demand for money to a higher level. The speculative demand for money schedule which is downwards sloping from left to right because the demand for speculative balances is inversely related to the rate of interest.

In the Least Developed Countries and in the CEE countries the LM-schedule will shift to the right if there is an increase in the domestic money supply because for a given rate of interest the increased supply will only be willingly held if there is an increase in income which leads to a rise in transactions demand. A depreciation of the exchange rate will lead to a rise in the aggregate price index, that is, an index made up of a weighted basket of domestic and foreign imported goods, because it implies a rise in the price of imports. This means that real money balances will be reduced and there will be a resulting increase in demand for money that can only be eliminated by reducing the transactions demand for money implying a lower level of income and a leftward shift of the LM-schedule.

1. Mutinelli M., Piscitello L. (1997): Tipologie e dterminant degli investment diretti industriali italiani nei paesi dell’Europa centrale e orientale, L’industria, n.1, gennaio-marzo.

2. Ottaviano G.I., Puga D. (1997): Agglomeration in the global economy: a survey of the new economic geography – Center of new performance, discussion paper no. 356, London.

2.2.3 THE DERIVATION OF THE BALANCE OF PAYMENTS (BP) - SCHEDULE FOR AN OPEN ECONOMY POLICY IN THE CEE AND ACP COUNTRIES WITH FRANCE IN BILATERAL COMMERCIAL TRADE

The balance of payments schedule shows different combinations of rates of interest and income of the above countries which are compatible with equilibrium in the balance of payments. Financing activity in the ACP States is carried out within the framework of the fourth Lome’ Convention, which was signed in December 1989. Attached to the convention was a five year financial protocol (1991 to 1995) that provided for an ECU 12 billion funding package from the European Union, of loans from the European Investment Bank’s own resources account for ECU 1.2 billion. The Second Financial Protocol (1996 to 2000) was signed in November 1995. The EIB is also managing ECU 825 million of risk capital drawn from Member States’ budgetary funds from the European Development Fund). The EIB also managed a further ECU 250 million to be used for interest rate subsidies of four per cent on its own loans. The subsidy is automatically is automatically adjusted so that the interest rate borne by the borrower is neither less than three per cent, or more than six per cent per annum. Under the Fourth Lome’ Convention the EIB’s financing is focused on the productive sectors and revenue generating infrastructure, such as telecommunications and energy. The EIB is lending up to ECU 25 million in loans and manages a similar amount in risk capital, under the same terms and conditions as in ACP States. The financing provided by the EIB from 1991 to 1995 in the ACP and OTC areas totalled ECU 1.6 billion (1).

When referring to the balance of payments of the above countries, we divide it up into two sections, the current account and the capital account. Exports are assumed to be independent of the level of national income and the rate of interest but imports are assumed to be positively related to income. M = Ms +mY, where m is the marginal propensity to import, Ms is autonomous imports and M is total import.

The overall balance of payments is made up of three major components; the current account (CA), the capital account (K) and the change in the authorities reserves (dR). Focusing on the CEE countries – the European Investment Bank has been operating in these countries since December 1989, within the framework of the European Union’s policy to assist countries in the region introducing pluralist democracies and open market-orientated economies. In decisions taken at the end of 1989 and April 1991, the EIB Board of Governors authorized lending of up to ECU 17000 million for investment projects in Bulgaria, the Czech Republic, Hungary, Poland, Romania and Slovakia. For the three year period 1994/96, financing up to ECU 3 billion was being proposed for projects in ten CEE countries. The financing was going towards supporting capital investment in the priority sectors of energy, telecommunications and transport, as well as industrial projects, particularly those involving joint ventures with European Union enterprises. Financing provided by the EIB from 1991 to 1995 in the CEE countries was ECU 3. 5 billion.

By maintaining balance in the supply and demand for the currency of these countries  – that is external balance we mean that there is no need for the authorities to have to change their holdings of foreign Exchange reserves. This implies that if there is a current account deficit there needs to be an offsetting surplus in the capital account, so that the Authorities do not have to change their reserves. On the other hand if there is a current account surplus there needs to be an offsetting deficit in the capital account to have equilibrium in the balance of payments.

The two phases of 1990 to 1994 : A first phase of transition in which the effects of moving from the Central Planning System adversely affected the economy with a deep fall in industrial output and balance of payments problems. International aid 4 % of GNP in the CEE and 1.5 % of GNP in the former Soviet Union predicted. GNP growth of – 1.7 % (1995 to 2000). A progressive move back into growth determined principally by the rate that the residual stock of old equipment is downgraded and the flow of new investment. GNP growth rate of 2.6 % (1995 to 2000) (2,3).

Improved performance in the 1990s for the Sub-Saharan, although the problem of debt (17 African countries fall into this category of severely indebted) might be resolved by the end of the Century, that of the finance of development will certainly not. There is potentiality in this region of developing and exploiting the abundant natural resources and if well managed and the level of brain-drain reduced, it will be a powerful region to recognize with in the EU Integration Networks. The war-torn areas of Franco-phone are being nursed nicely of late. According to the World Bank predictions GNP growth rate of 3.1 % (1990 to 1995) and 3.8 % (1995 to 2000) had been predicted for Sub-Sahara Africa region.

In the derivation of the Balance of Payments Schedule, the BP schedule shows various combinations of levels of income and the rate of interest for the surveyed countries for which the balance of payments is in equilibrium. X = M+K =o, where a positive K a net inflow of funds whereas a negative K indicates a net outflow of funds. See the Lome Convenition 1995 Madagascar Balance of payment's chart.
The capital flow schedule is downward sloping from left to right because high interest rates encourage a net capital inflow whereas low interest rates encourage a net capital outflow. To get a capital outflow of K1 requires the interest rate to be r1, while a capital inflow of k2 requires a hogher interest rate r2. 

Looking at the balance of bilateral economic relationships of France with Hungary, Poland, Czech Republic and Slovenia – it is evident that the French Integration attitude within the European Union towards these countries is very positive. See the latest macro-economic policy structure protocol on the above countries from the respective France Embassies after my interview with them in the next chapter. Since income levels during the transitional period for example at income level Y1 is associated with a balance of payments surplus there has to be an offsetting capital outflow K1 which requires an interest rate r1; these co-ordinates give a point on the BP schedule that is depicted in the above diagram. The BP schedule is upward sloping because higher levels of income cause deterioration in the current account; this necessitates a reduced capital outflow/higher capital inflow requiring a higher interest rate. Every point on the BP schedule gives a combination of domestic income and the rate of interest for which the overall balance of payments is in equilibrium. At the points to the left and right of the BP schedule the overall balances of payments are respectively positive surplus and negative surplus (deficit) for given amount of capital flows.

As per the Enlargement EU Commission Report of 1998 the balance of payments of Hungary is as follows :

Balance of Payments                                 In million   ECU

                               1993        1994     1995     1996    1997    1998      1999

Exports                                   6933       6429      9835    11171

Imports of goods                  10367       9553    11695    13259

Trade balance                       -3434      -3124    -1860     -2089  

Services net                             184          134       491      1179

Income net                            -1016     -1182    -1379     -1147.

1. Centre d’études prospectives et d’informations internationales, Economie mondiale 1990 to 2000: L’impératif de croissance, 1992, pp. 14, 260, 309, 311, 313, 314, 361. 

2. Netherlands Central Planning Bureau, scanning the future a long-term study of the World Economy, 1992, pp. 187, 194, 200 and 204.

3. World Bank (1992) :- Global prospects and the developing countries, pp. 1, 2, 10 and 11.
3.0. THE CONCRETE CASE-STUDIES OF THE CEE COUNTRIES WITH FRANCE IN PROTOCOL BILATERAL COMMERCIAL TRADE RELATIONSHIPS UP TO 1999

3.1. The Czech Republic Case-Study with France in Protocol Bilateral Commercial Trade Relationship up to 1999

ECHANGES COMMERCIAUX FRANCE / TCHEQUE (REPUBLIQUE)

(Evolution annuelle de 1994 to 1998) by Moses Odhiambo



1994
1995
1996
1997
1998
3 premier mois 1998
3 premier

mois 1999
Evolution

1998/1999

Total
Expotations
2356
3779
9707
12864
13975
6995
7130
1.9%


Importations
1354
1931
4763
5888
7881
4001
5092
27.3%


Solde
1002
1848
4944
6976
6094
2994
2038
-956

Agroalimen-taire
Exportations
200
434
1082
1287
1024
512
490
-4.3%


Importations
36
65
108
128
128
65
72
10.8%


Solde
164
369
974
1159
896
447
418
-29

Energie
Exportations
7
10
28
36
82
32
22
-31.2%


Importations
5
21
28
38
18
10
11
10.0%


Solde
2
-11
0
-2
64
22
11
-11

Industrie
Exportations
2147
3333
8594
11541
12867
6449
6615
2.6%


Importations
1310
1834
4618
5704
7711
3914
5006
27.9%


Solde
837
1499
3976
5837
5156
2535
1609
-926

Biens inter-mediaires
Exportations
608
876
2150
2553
3175
1637
1873
14.4%


Importations
567
794
1946
1979
2338
1199
1422
18.6%


Solde
41
82
204
574
837
438
451
13

Biens d'équipe-

ments profs
Exportations
905
1277
3214
4406
4418
2128
2025
-4.8%


Importations
156
245
904
1522
2362
1214
1571
29.4%


Solde
749
1032
2310
2884
2056
914
454
-460

Biens de consomm.
Exportations
445
682
1843
2215
2571
1315
1418
7.8%


Importations
449
564
1031
1084
1373
683
747
9.4%


Solde
-4
118
812
1131
1198
632
671
39

Matériel de transport terrestre
Exportations
188
498
1388
2367
2703
1369
1299
-5.1%


Importations
138
232
737
1119
1637
818
1266
54.8%


Solde
50
266
651
1248
1066
551
33
-518

Source: Douanes françaises, DREE 1999.

LES PRINCIPAUX PRODUITS ECHANGES FRANCE / TCHEQUE (REPUBLIQUE)

(Au cours de l'année 1999) by Moses Odhiambo

Millions de Frs el %

Les principaux produits exportés
Exportations

françaises
Importations

françaises
Solde
Part (1)
Part cumulée

Voitures partculieres
482.0
584.0
-102.0
7%
6.6%

Materiel informatique
471.0
294.0
177.0
6%
13.1%

Specialites pharmaceutiques
441.0

441.0
6%
19.2%

Piéces et équipes specifiques pour automobiles
389.0
395.0
-6.0
5%
24.5%

Vehicules utilitaires
295.0
196.0
100.0
4%
28.6%

Matieres plastiques
182.0
71.0
112.0
3%
31.1%

Produits de la chimie organique de synthese
170.0
116.0
54.0
2%
33.4%

Produits phytosanitaires
164.0
1.0
163.0
2%
35.7%

Appareillage indus-triel a basse tension
145.0
112.0
33.0
2%
37.7%

Machines pour indus-tries alimentaires chimiques
142.0
34.0
108.0
2%
39.6%

Produits finis sidérurgiques
134.0
136.0
-2.0
2%
41.5%

Materil aeraulique, thermique et frigorifique
133.0
44.0
89.0
2%
43.3%

Produits de la parfumerie
126.0

126.0
2%
45%

Pneumatiques et chambres a air
123.0
191.0
-68
2%
46.7%

Tubes éléctronique et semi-conducteurs
107.0
381.0
-274.0
1%
48.2%

Mater.Profess.éléc-tronique et radio-éléctrique
106.0

105.0
1%
49.6%

Produits de la trans-formation du papier
104.0
16.0
88.0
1%
51.1%

Machines tourna-ments et transforma-teurs éléctriques
92.0
136.0
-44.0
1%
52.3%

Produits alimentaires divers
85.0
1.0
83.0
1%
53.5%

Peintures, vernis, couleurs fines, encres
84.0
1.0
83.0
1%
54.7%

The diagnostic analysis of the French–Czech Republic bilateral trade depicted that the commercial trade was at first stagnant between 1990 to 1993 after which it exponentially rose  to 1995, progressive trend with maximum trade in 1997. In both export and import mechanisms the transactional movements were parabolic in nature between the years 1994 and 1999. The bilateral trade between France and Czech Republic were as follows:

- Total trade in Milliards de francs 0.0 to 20.0 Range [Y-axis] versus Years starting from 1990 to 1998[X-axis] was 92.5%.

- Agro-alimentaire trade in Milliards de francs from the range of 0.0 to 1.3 [Y-axis] versus Years starting from 1990  to 1998 [X-axis] was 7.0%..

- Industrial bilateral trade in Milliard de francs from the range of 0.0 to 11.3 [Y] versus Years starting from 1990 to 1998 was 30.1% while the Biens d’equipment professionnel was 26.3%.

- Biens de consommation in Milliards from the range of 0.0 to 3.0 [Y-axis] versus Years starting from 1991 to 1998 [X-axis] was 19.0% in materiel de transport terrestre, whilst Biens d’équipment professionnel was 17.1%

Millions de Frs el %

Les principaux produits importes
Exportations

Francaise
Importations

francaises
Solde
Part (1)
Part cumulee

Voitures particulieres
482.0
584.0
-102
11%
11.2%

Piéces et équipes spé-cif. pour automobiles
389.0
395.0
-6.0
8%
18.8%

Tubes éléctroniques et semi-conducteurs
107.0
381.0
-274.0
7%
26.1%

Materiel informatique
471.0
294.0
177.0
6%
31.7%

Vehicules utilitaires
295.0
196.0
100.0
4%
35.5%

Pneumatiques et chanbres a air
123.0
191.0
-68
4%
39.1%

Produits finis siderurgiques
134.0
136.0
-2.0
3%
41.7%

Machines tourna-ments et transforma-teurs electroniques
92.0
136.0
-44.0
3%
44.3%

Produits de la chimie organique de synthese
170.0
116.0
54.0
2%
46.6%

Appareillage indus-triel a basse tension
145.0
112.0
33.0
2%
48.7%

Chaussures
13.0
79.0
-65.0
2%
50.2%

Composants passifs et condensateurs fixes
76.0
76.0

1%
51.7%

Materiel ferroviaire roulant
40.0
71.0
-31.0
1%
53%

Matieres plastiques
182.0
71.0
112.0
1%
54.4%

Pates a papier
1.0
70.0
-70.0
1%
55.8%

Carrosseries, bennes..
60.0
61.0
-2.0
1%
56.9%

Papiers et cartons
32.0
56.0
-24.0
1%
58%

Tissues de coton
10.0
55.0
-45.0
1%
59%

Fils et cables isoles pour l'éléctricité
77.0
54.0
23.0
1%
60.1%

Verre plat et derives, produits de la miroiterie
15.0
51.0
-35.0
1%
61.1%

3.2. The Hungarian Case–study with France in Protocol Bilateral Commercial Trade Relationship up to 1999

According to the interviews with the French Commercial Attache based in Budapest by April 1999 – the ‘Le Commerce Bilateral’ was analyzed to be af follows:

„L’économie de la Hongrie est désormais trés internationalisée comme en témoigne la part des exportations dans son Produit Interieur Brut (42 % en 1997), 80 % de son commerce est réalisé avec les pays de l’OCDE, dont 66 % avec l’Union Européenne et plus d’un quart avec l'Allemagne. Les caractéristiques les plus marquantes de la structure du commerce extérieur de la Hongrie sont la part dominante des biens d’équipment et biens manufactures, á l’importation comme á l’exportation, et la faiblesse des importations de produits agro-alimentaires. La Hongrie se singularise également par l’importance des investissements directs étrangers depuis huit ans et la présence en Hongrie de près de 30 000 sociétés a capitaux étrangers qui assurent près des trois quarts des exportations”.
3.2.1. Le Commerce Bilateral

La France occupe encore une place rélativement modeste parmi les fournisseurs de la Hongrie pusiqu’elle se situe au 5ème rang, derrière l’Allemagne, la Russie, l’Autriche et l’Italie. La France accroit légérement mais régulièrement sa part de marché, passant de 3.1 % en 1992 á 4.0 % en 1995 et 4.4 % en 1997, et 4.8% au premier semester de 1998. La Hongrie reste, pour la France, un partenaire commercial modeste: au 43ème rang de nos fournisseurs et au 40ème de nos clients en 1998, elle représente 0.39 % de nos exportations totales (mais elle figure parmi les dix premiers partenaires commerciaux de l’Union européenne).

Compiled and analyzed  by Moses Odhiambo 1999.

En MF
1990
1991
1992
1993
1994
1995
199
1997
1998

Imports Fr
2 226
2 365
2 230
2 026
2 229
2 640
3 485
4 896
6 348

Exports Fr
1 627
1 792
1 860
2 481
 2 838
 3 363
 721
5 392
6 882

Solde
-599
-573
-370
-455
609
-723
236
496
+534

Source: Douanes françaises 1999.

Depuis 1993, les exportations françaises dégagent un excédent, la compression de cet excédent étant essentiellement due á l’augmentation des exportations hongroises de biens d’equipment et de textile. Entre 1992 et 1998, le commerce bilatéral a plus que triple pour dépasser les 13 Mds FF.

Les exportation françaises ont presque quadruplé et atteint 6,9 Mds FF en 1998.

Les importations françaises étaient de 4,9 Mds FF en 1997, elles ont doublé sur trois ans avec une forte augmentation de 40 % en 1997 et a nouveau de 30 % en 1998. Au cours du quatrième trimestre 1998, la Hongrie a même dégage un excedent.

Outre des aspects quantitatifs, les échanges bilatéraux se caractérisent par une part importante de produits industriels, qui représent 90 % des échanges.

Les principales exportations françaises sont les produits de la chimie et de la pharmacie, les machines et appareils mécaniques, les tissus, les équipements de télécommunication, les véhicules et pièces détachées. 

Les importations françaises concernement les produits de l’industrie mécanique, les produits agro-alimentaires, et le textile, suivis par les produits chimiques. Il convenient de souligner que la structure des échanges bilatéraux est de plus en plus celle éxistant entre pays développés ou les échanges sont intra-sectoriels ou intra-branches.

Sous cet angle, les relations commerciales avec la Hongrie se rapprochent de celles qu’entretien la France avec ses partenaires de l’Union européenne.
3.2.2. Les investissements français en Hongrie
La Hongrie est le premier recipiendaire des IDE en Europe centrale et orientale.

A fin 1998, le montant total des investissements directs étrangers en Hongrie pouvait être évalue a 18 Mds USD, auxquels il faudrait ajouter environ 1 Md USD de prêts des maisons-mêres. En outre, près de 40% des IDE sont lies a des privatisations, ces éléments placent la Hongrie en tête des recipiendaires des IDE les PECO avec 35 % du total.

A l’échelle du pays (PIB 46 Mds USD), ces investissements ont entraine une modification radicale de l’économie. Sur les 200 premiers sociétés, 110 sont sous contrôle étranger et des pans entiers de l’économie sont domines par des intérèts étrangers dans l’industrie mécanique, la pharmacie, l’agro-alimentaire, l’assurance, la banque). Les sociétés a capitaux partiellement ou totalement étrangers assurent les trois quarts des exportations.

La France approfondit et diversifie sa présence. L’investissement français en Hongrie a connu un remarquable essor en 1995 et 1996, lui permettant de se situer au troisième rang, derrière l’Allemagne et les Etats-Unis et au niveau de l’Autriche. L’acquisition de deux compagnies de distribution d’éléctricite par E.D.F., de deux compagnes de distribution de gaz par GDF, l’augmentation de la part de Sanofi dans Chinoin, les rachats d’Egis par Servier et de Taurus par Michelin ont été des opérations d’envergure pour un total approchant 5 MdsF. Les investissements représentent un total de 2 Mds USD; les filiales françaises emploient plus de 40 000 personnes.

Ces investissements sont essentiellement le fait de grands groupes et ont été réalises pour une large part dans le cadre des privatisation. Peu de PME françaises sont encore présentés dans ce pays, alors que l’Allemagne et l’Autriche ont un important tissu de PME implantées. Sur les 20 600 sociétés comprenant des capitaux étrangers etables entre 1992 et 1996, 4 400 etaient allemandes, 2 670 autrichiennes, 1 140 americaines, 1 120 italiennes et seulement 250 françaises. Sectoriellement, l’investissement français était a l’origine surtout industriel et agro-alimentaire, avec une forte majorite d’investissements de production; DANONE, BONGRAIN, BONDUELLE, TESSEIRE, RHONE-POULENC AGROCHIMIE. On peut ainsi relever une forte présence dans l’industrie pharmaceutique (SANOFI, SERVIER) et le sucre (BEGHIN–SAY, SAINT LOUIS SUCRE).

Il s’est progressivement diversifie vers le secteur financer (les trois principales banques françaises, CREDIT LYONNAIS, BNP et SOCIETE GENERALE, sont présentées sous forme de filiales, de même que GAN et AXA par sa filiale Colonia) et les services avec l’arrivé d’ACCOR, de SODEXHO, de VIVENDI, de la LYONNAISE DES EAUX, puis d’EDF et de GDF. Dans le secteur industriel, on peut citer MICHELIN, MERLIN GERIN, SCHLUMBERRGER, LEGRAND, LEROY-SOMER, CARNAUD METALBOX et, dans le secteur du bâtiment et des travaux publics, BOUYGUES (concession de l’Autoroute M5) et COLAS, ainsi que GTM.

Au plan géographique, il majorite des investissements s’est realisée dans et autour de Budapest, ce tropisme s’etant renforce au cours de l’année 1997 avec la prise de participation de 25% du capital de la société de distribution des eaux par la Lyonaise en consortium avec un partenaire allemand, et de 25% du capital de la sociétée d’épuration par Vivendi avec un autre partenaire allemand.

Deux autre pôles géographiques doivent être mentionnés: Szeged et le Comitat de Csongrad, ou le gaz, le telephone, l’eau et l’électricité sont exploites par des sociétés a capitaux français. On y trouve également des investissements dans le materiel éléctrique (LEGRAND), la porcelaine (Table de France), et l’utilisation industrielle des rafles de mais (LUR BERRI).

3.3. The Poland Case-study with France in Protocol Bilateral Trade Relationship up to 1999

According to the interviews and data from the Ambassade de France En Pologne, Le Conseller Economique et Commercial in April 1999 the Poland Case-Study with France was categorized as follow.

3.3.1. LES ECHANGES FRANCO-POLONAIS AU DEBUT DE 1999

3.3.1.1. Poursuite de la forte croissance des venes françaises en Pologne.

Le forte développement observé en 1997 est confirmé par les résultats de fin d’année 1998. Nos exportations se sont elevées 16.3 MdF, soit une augmentation de 19.9 % en glissement annuel. Les importations françaises s’inscrivent 8.1 MdF, en hausse de 9.9 % par rapport la période analogue 1997. Le solde pour l’année 1998 est excédentaire de 8.2 MdF, atteignant depuis september un chiffre équivalent celui de l’année 1997. C'est en 1998 le 6ème excedent commercial de la France (31ème excedent en 1994).

Les Principaux excédedents commerciaux de la France en Pologne 8239 MF en 1998.
En termes de repartition sectorielle

Structures des exportations françaises en 1998
Structures des importations françaises en 1998

Biens de consommation courante et éléctroménager 24%

Biens d’équipment professionnel                           27.7 %
Biens de consommation courante et éléctroménager 31%

Biens d’équipment professionnel                            20.2%  

Agro-alimentaire                                                      4.4 %
Agro-alimentaire                                                      7.2 %

Enérgie                                                                     0.4 %
Enérgie                                                                     4.7 %

Demi-produits                                                        24.0 %
Demi-produits                                                         31.5 %

Matériel transport terrestre                                     19.0 %
Matériel transport terrestre                                       5.9 %

Source: Ambassade de France en Pologne de 1999 April by Moses Odhiambo.

L’agro-alimentairie ne représente toujours qu’une faible partie de nos échanges (5 %), avec un taux de croissance legérement négatif. On observe une baisse notable de l’excédent dégage sur la Pologne imputable la chute des exportations françaises de produits végétaux (céréales et blé tendre).

Les exportations de demi-produits (metaux, produits chimiques destinées) l’industrie augmentent réguliérement (+15.4 %), alors que nos importations enregistrent un taux de croissance négative (-13.5 %). Cette tendence nous permet de dégager un excédent commercial de 1.2 MdF dans ce secteur, qui représente 24.2 % des exportations françaises et 32 % de nos importations.

- Sur le segment des biens d’équipments professionels nos exportations sont les plus dynamiques, avec 29.6 % d’augmentation sur la période analogue 1997. Ce secteur forte valeur ajoutée constituté prés de 27 % de nos exportations, et contribute hauter de 32.9 % de notre excedent commercial. Dans l’autre sens, les exportations polonaises dans ce secteur font l’objet d’une croissaince trés importante (42.1 % par rapport la période 1997 considerée), ce qui est un signe positif de l’évolution de l’industrie polonaise.

- Les matériels de transport terrestre progresse un rythme soutenu (+36 %) et représentent plus du tiers de notre excédent. Les piéces détachées automobiles et les véhicles utilitaires connaissent une croissance de 39.9 %.

- Nos exportations de biens de consommation courante croissent une vitesse légérement inférieure celle de nos exportations globales (+23.2 %).

3.3.1.2. Renforcement de la position commeriale de la France

En 1997, la France était le 4me fournisseur de la Pologne (5ème rang en 1996), avec une part de marché de 5.9 % (4.9 % en 1995). L’Allemagne (25 %) reste le premier partenaire devant l’Italie (9.9 % contre 8.5 % en 1995). La Russie, avec 6.3 % de part de marché, apparaissait alors en troisiéme position.

Les résultats de 1998 indiquent que la France devance désormais la Russie la troiséme place avec respectivement 6.5 % et 5.3 % de part de marché. Cette performance est en partie attribuable la baisse en valeur des exportations russes, en raison de la chute du cours des produits énérgetiques (pétrole, gaz, houile).

La France était en 1997 le 1997 le 6me debouche de la Pologne (4.4 % des exportations polonaisses), juste derriére l’Ukraine et les Pays Bas, qui absorbaient chacun 4.7 % des exportations polonaisses. Fin septembre, l’Allemagne reste le premier elient, mais la morosite de la conjoncture allemande a un impact: l’Allemagne ne représente plus que 36 % des exportations polonaisses (contre 38.3 en 1995). La réorientation avait porte en 1997 vers la Russie et l’Italie qui reçevaient respéctivement 8.4 % et 5.9 % des exportations polonaisses. Cette année est marquée par l’effondrement du marché russe et une forte baisse de la part de l’Ukraine. La France représente nouveau avec 4.3 % fin septembre le 6me débouche de la Pologne, qui est notre 31ème founisseur. La Russie, l’Italie et la Hollande absorbent respectivement 6 %, 4.4 % et 4.3 % des ventes polonaisses.

Parts de marche des principaux founisseurs de la Pologne au ler semestre 1998

France
6.5 %

Italie
9.6 %

Russie
5.6 %

Grande Bretagne
5.0 %

Pays Bas
3.8 %

Etats Unis
3.7 %

Autress
40.9 %

Commentaire: les exportations et l’excedent de la France continuent se renforcer, mais la croissance du déficit polonais devrait nous inciter adopter une attitude de „meilleur acheteur”. Par comparaison, l’équilibre apparent des échanges germano-polonais occulte une politique avisée d’approisionnements et de rédistribution vers le reste du marché communautaire. Ainsi, par exemple, l’implantation des industries du textile et de l’habillement allemandes a contribué leur survive.

Les Investissements Directs Etrangers en Pologne au début de 1999.

Depuis 1995, les investissements étrangers ont fortement progressé. Les flux observes pour l’annee 1998 confirment cette accélération, atteignant plus de 10 Md USD. Avec d’importance operations réalisées, l’Allemagne capte un tiers des flux et se hisse ainst au premier rang des investisseurs étrangers. L’encours des investissements s’elévent 30.7 Md USD. Ce dynamisme devrait se poursuivre, la PAIZ estimant que les capitaux investis cette année pourraient éxceder 11 Md USD. La Pologne reçoit aujour’hui 50 % des capitaux investis en Europe Centrale.

Repartition sectorielle des ide en 1998 by Moses Odhiambo

Finance
18 %

Commerce
11 %

Construction
6 %

Chimie
5 %

Autres industries
24 %

Autres services
4 %

Transport et Communication
3 %

Agro-alimentaire et tabac
16 %

Automobile
13 %

Les secteurs les plus attractifs ont ete l’industrie agro-alimentaire/tabac, la finance et l’automobile expliquant prés de 50 % du stock des IDE en Pologne. Les privatisations devraient notamment concernées l’énérgie, les télécommunications, les banques.

L’agroalimentaire et tabac est notamment représente par Philip Morris (11ème rang; 372 MUSD), Reemstsma Cigarettenfabriken (12me rang; 368.1 MUSD) et Coca-Cola (14 me rang; 360 MUSD).

Le secteur financier totalise 18 %. On y retrouve les allemands BHV AG (4me rang; 724 MUSD) et Commerzbank AG (10me rang; 389 MUSD), le néderlandais ING Group (9ème rang; 420 MUSD), et l’américain City Bank (24ème rang; 235.2 MUSD).

Grâce aux deux plus grands investisseurs étrangers, l’italien Fiat (1357.4 MUSD) et le coréen Daewoo (1348.4MUSD), la part consacrée aux équipements de transport s’eléve 13.3 % des IDE.

Le commerce voit son importance relative s’améliorer passant de 6 % fin 1996, 11 % fin 1998. Ceci est le fait des grandes enseignes de distribution notamment allemandes et françaises qui cherchent s’assurer trés vite une part substantielle sur le marché polonais. On note ainsi l’apparit du groupe germanique Metro AG dans la liste des dix premiers investisseurs étrangers, totalisant 598 MUSD).

Le secteur de la construction connait également une croissance notable.

Les produits chimiques et l’industrie du papier (y compris l’édition et l’imprimerie) représentent 5 % des capitaux investis. Le secteur de l’énérgie (et la distribution de l’eau) est pour l’instant sous représenté. Le lancement des privatisations dans le secteur devraient permettre de décupler cette valeur. Le Russe Gazprom grâce un investissement de 938 MUSD arrive en  3me position des étrangers présents.
3.4. The Slovenian Case-Study with France in Protocol Bilateral Commercial Trade Relationship up to 1999

ECHANGES COMMERCIAUX FRANCE / SLOVENIE

(Evolution annuelle de 1994 to 1998) by Moses Odhiambo.



1994
1995
1996
1997
1998
3 premier mois 1999
3 premier mois 1999
Evolu. 1998/1999

Total
Exportations
2859
3511
7328
9134
11624
6026
6977
15.8%


Importations
2962
3821
7697
8462
6545
3493
5129
46.6%


Solde
-103
-110
-369
672
5079
2533
1848
-685

Agro-alim.
Exportations
77
79
203
220
336
183
143
-21.9%


Importations
16
12
20
18
16
7
10
42.9%


Solde
61
67
183
202
320
176
133
-43

Energie
Exportations
68
95
90
102
320
156
274
75.6%


Importations







0.0%


Solde
68
95
90
102
320
156
274
118

Industrie
Exportations
2713
3338
7030
8811
10966
5688
6561
15.3%


Importations
2946
3608
7673
8440
6525
3483
5116
46.9%


Solde
-233
-270
-643
371
4441
2205
1445
-760

Biens intermedi
Exportations
258
292
1483
1899
2382
1202
1483
23.4%


Importations
341
470
915
1294
1631
845
625
-26.0%


Solde
-83
-178
568
605
751
357
858
501

Biens d’équip-ments profs.
Exportations
180
164
892
1130
1693
842
901
7.0%


Importations
156
183
420
472
622
313
354


13.1%


Solde
24
-19
472
658
1071
529
547
18

Biens de consom.
Exportations
305
316
789
752
930
485
550
13.4%


Importations

Solde
606

-301
533

-217
1256

-467
1343

-591
1366

-436
685

-200
690

-140
0.7%

60

Materiel de trans-port ter-restre
Exportations.

Importations.

Solde
1971

1843

12
2565

2422

143
3865

5083

-1218
5030

5331

-301
5961

2905

3056
3159

1641

1518
3627

3448

179
14.8%

110.1%

-1339

The diagnostic analysis of the French–Slovenie Protocol Bilateral Trade relationships by means of plotted graph in terms of Total Milliards de francs within the range of –10.0 to 20.0 on the Y-axis versus X-axis in years starting from 1991–1998 was found to be 97.4 %.

The Agro-alimentaire in terms of Milliards de francs within the range of 0.0 to 0.3 on the Y-axis versus X-axis in years starting from 1991 to 1998 was found to be 1.5% in industry.

The Industry trade relationship in terms of Milliards de francs within the range of –10.0 to 10.0 on the Y-axis versus X-axis in years starting from 1991 to 1998 was found to be 9.4%, whilst the Biens d’equipment professionnel was 16.8 %.

The Biens intermediaires in terms of Milliards de francs within the range of –9.5 to 2.4 on Y-axis versus X-axis in years starting from 1991 to 1998 were insignificantly exponentially to 1995 after which steeply progressed to the year 1998 from 1996, whilst materiel de transport terrestre was 12.9%. The trend of bilateral trade was linear between the year 1992 and 1995 in the Milliards de francs range intervallum of 0.0 to 2.0, afterwhich showed signs of parabolic trend from 1995 at Y (1.9)-value, in 1996 at Y-value >4.0, in 1997 at Y-value > 5.0 but < 5.7, while in the year 1998 the Y-value was approximately 2.0.

The biens de consommation in terms of Milliards de francs within the range of –9.6 to 1.4 on Y-axis versus X-axis in years from 1991 to 1998 were almost negligible between 1992 to 1993, afterwhich steadily arose to a level of 1.4 Milliards de francs. The trade relationship between the two countries in Biens de consommation was constant from the year 1996 to 1998. See the tables on the bilateral trade relationships.

LES PRINCIPAUX PRODUITS ECHANGES FRANCE / SLOVENIE

(Au cours de l’année 1999) by Moses Odhiambo.

Million de Frs el %

Les principaux produits exportes
Expotations

françaises
Importations

françaises
Solde
Part (1)
Part cumulée

Pièces et equipts specifiques pour automobiles
1762.0
535.0
1 226.0
25%
24.8%

Voitures particulières
1714.0
2 309.0
-63595.0
24%
49%

Produits de consommation divers
273.0
2.0
271.0
4%
52.8%

Produits petroliers raffines
239.0
0
239.0
3%
56.2%

Fils et cables isolés pour l’éléctricité
193.0
4.0
189.0
3%
58.9%

Ouvrages en caouchouc
188.0
15.0
173.0
3%
61.6%

Véhicules utilitaires
148.0
671.0
-523.0
2%
63.7%

Produits finis siderurgiques
122.0
45.0
77.0
2%
65.4%

Materiel aeraulique, thermique et frigorifique
119.0
57.0
61.0
2%
67.1%

Verre plat et derives, produits de la miroiterie
119.0
1.0
118.0
2%
68.7%

Appareils control er regul. Specif. Concus P/Automat
117.0
10.0
107.0
2%
70.4%

Produits de la parfumerie
93.0

93.0
1%
1.7%

Pièces diverses pour l’industrie
91.0
11.0
80.0
1%
73%

Emballages en materies plastics
2.0
6.0
76.0
1%
74.1%

Quincaillerie
78.0
15.0
64.0
1%
5.2%

Machines pour industrie alimentaires chimiques
70.0
14.0
57.0
1%
76.2%

Produits de la boulonnerie, de la visserie
64.0
3.0
62.0
1%
77.1%

Matieres plastiques
51.0
4.0
47.0
1%
77.9%

Produits de la chimie organique de synthèse
49.0
15.0
34.0
1%
78.5%

Tissus de laine
44.0
2.0
42.0
1%
79.2%

Millions de Frs el %

Les principaux produits importes
Exportations

françaises
Importation

françaises
Solde
Part (1)
Part cumulee

Voitures particulières
1 714.0
2 309.0
-595.0
44%
44.4%

Vehicules Utilitaires
148.0
671.0
-523.0
13%
57.3%

Pièces et équipts spécifiques pour automobiles
1 762.0
535.0
1 226.0
10%
67.6%

Appar. Frigorifiques domestiques,

Machines a laver
1.0
189.0
-188.0
4%
71.2%

Petits articles metalliques
11.0
123.0
-113.0
2%
73.6%

Machines tournantes et transformateurs éléctriques
34.0
112.0
-77.0
2%
75.8%

Vétements masculins
9.0
83.0
-74.0
2%
77.3%

Appareils d’equipment ménager
9.0
78.0
-70.0
2%
78.8%

Chaussures
20.0
70.0
-50.0
1%
80.2%

Pneumatiques et chamber a air
36.0
63.0
-27.0
1%
81.4%

Matériel aeraulique, thermique et frigorifique
119.0
57.0
61.0
1%
82.5%

Engrenages,

organes de transmission
6.0
49.0
-43.0
1%
83.4%

Produits finis siderurgiques
122.0
45.0
77.0
1%
84.3%

Demi-produits en aluminium et autres metaux legers
3.0
39.0
-35.0
1%
85.1%

Produits de la transformation du papier
39.0
38.0
1.0
1%
85.8%

Vétements féminines
8.0
38.0
-30.0
1%
86.5%

Materiel pour la siderurgie, pour la fonderie
2.0
26.0
-24.0
0%
87.0%

Outillage a main, outillage éléctro-portatif
39.0
25.0
14.0
0%
87.5%

Meubles meublants
3.0
23.0
-20.0
0%
87.9%

Fils textiles artificiels ou synthétiques
4.0
22.0
-19.0
0%
88.4%

THE MACROECONOMIC PERFORMANCE POLICY ON EMPLOYMENT SURGE TOOLS  IN HUNGARY
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1.0. INTRODUCTION

Many people have marveled at the pace of change in Central Europe – so much so expressions of amazement and surprise have almost become cliché. And yet, despite the increasingly recorginizable European quality of middle class life in the region’s more advanced economies, Central Europe has hardly lost its ability to excite and inspire. Take Hungary – the economy is growing at a healthy 5.1 percent. Nearly 48 percent of the country’s gross domestic product comes from exports – a sign that this tiny country on the edge of Balkans can produce competitive goods despite its 40 years of Communist isolation.

That kind of emerging prosperity is shaping consumer tastes as well, though affecting the former full employment for all labour force slogan to the extent that vagrants are more frequent in the towns than ever. Though the number of un employment rate had increased tremendously than in the early and mid 1990s, Hungarian consumers aren’t just buying indiscriminately any more. They are becoming remarkably price and value-conscious. Indeed, in some ways, Hungary’s consumers are proving to be even more finicky than their western counterparts. If a Western product seems pricy to them, they often opt for the home grown equivalent. Many multinationals ignore this trend at their peril. The minimal wage in Hungary has really staggered at 50 to 100 US $ per month though now it has just been raised to the range of 100 to 200 US $. This range of wage is going to boost foreign company investment due to cheap labour force in Hungary and as a result enhance, or reflect positive employment index and good standard level of living.

What will be the cost of unemployment in Hungary in the year 2000 onwards? The Kosovo conflict exacted a high toll on influx of refugees to Hungary leading to further problems in curtailing unemployment. The cost of the war to the Hungarian Economy according to the IMF in 1999 depicted GDP growth projected prior to the Balkan conflict is 4 percent, revised GDP growth estimate 3.7 percent, expected realized 1999 fall in exports –1 percent.

The economic performane was robust in 1998 with the activity picking up and inflation falling steeply, though there  was an increase in the external current account deficit. Output growth, close to 5 percent in 1998, was led by exports and investment, but consumption also accelerated. After 26 percent export volume growth in 1997, a further rise of 20 percent is estimated in 1998 as earlier investments, including substantial green field FDI, continued to come on stream. Many of these activities affected macroeconomic performance policy on employment in Hungary, however, rely on imported intermediate and investment goods, so import volumes also increased pari passu. Fixed investment growth remained robust, at an estimated 10 percent, boosted by a strong macroeconomic framework, friendly tax policies, and ready access to EU markets. Real wages rose to almost 4 percent, and 1998 saw the first increase in recorded employment since the beginning of the transition. Rising household incomes underpinned stronger private consumption, which according to staff estimate may have risen as much as 5 percent in 1998, compared with 2 percent in 1997.

The Hungarian external developments in 1998 reflect the rebound in domestic demand, but also a surge in profit remmittances by foreign – owned enterprises. The current account deficit fell from 3.75 percent of GDP in 1996 to 2.25 percent of GDP in 1997, but is estimated at 4.75 percent in 1998. This weakening trend is explained by the acceleration of domestic demand [cost competiveness and continued improving], weakening activity in European Union, and by an increase in profit remittances by 1 percent of GDP – which may partly be of a one – off nature. Net external debt [including intercompany loans and nonresident holdings of forint-denominated securities], after years of decline, rose slightly in 1998, owing to the higher external deficit and a slowdown in FDI inflows. However this rise was due to growing nonresident holdings of forint denominated bonds. The component of net external debt denominated in foreign currencies continued to decline.

The Hungarian inflation dropped rappidly with a 12 month CPI inflation falling by 8 percentage points through 1998 [to 10.3 percent], overperforming bold inflation targets, and reaching single-digit levels in January 1999. This drop was assisted by the sharp deceleration in food and administered prices [the latter reflecting weak international energy prices, and the more limited adjustment needed in domestic profit margins on services provided by public utilities]. Nevertheless, these results mark a clear break in inflation inertia that had held inflation in 20 to 35 percent range during most of the 1990s. Private sector gross wages rose by 13 percent in the 12 months through December 1998, decelerating from 22 percent in 1997, indicating the credibility of falling inflation. This trend of macroeconomic policy affected employment indices in big corporations, leading to lay –offs of workers due to privatization, whilst enhancing small scale and medium scale enterprises in Hungary.

The favourable results of 1998 benefitted from a somewhat better than a budgeted fiscal out-turn, as automatic stabilizers were allowed to operate. At a preliminary 4.6 percent of GDP, the deficit of general government is estimated to be 0.2 percent of GDP stronger than budgeted. While GDP and fiscal revenue growth overperformed, expenditures remained on target, with a few exceptions. The strength of VAT reflected not only the buoyancy of consumption, but also a change in its composition towards goods subject to higher VAT rates and new tax compliant shopping centres. On the spending sids, outlays by social security funds exceeded projections, as in previous years, as did investment expenditure by local governments ahead of the October 1998 local elections.

The Monetary Policy successfully faced the challenges posed by the turmoil in international financial markets. During the first quarter of the year, the National Bank of Hungary continued its sterilization policy aimed at containing the effect on domestic interest rates of strong capital inflows. Shocks to investor investment led first to a slowing down in these inflows and then to pressure in the opposite direction. Thus, despite large sales of of foreign exchange by the NBH, the forint dropped to the bottom of the +2.25 percent crawling band in August-September 1998. The macroeconomic performance was responded to by Hungary Bank [NBH] lifting the repo rate and by announcing a cut in rate in rate of crawl earlier than had been expected, signalling its commitment to the exchange rate band. Since early October, the pressure have eased , the forint has moved into the top portion of the band, and nominal interest rates have been lowered. The monthly rate of crawl has been cut steadily from 1 percent in August 1997 to 0.6 percent in January 1999.

The pace of structural reform slowed in the run-up to the 1998 elections, but afterward significant reforms were implemented. After the pension reform of 1997, no substantial progress has been made to prepare the reform of disability benefits, or health care. Nevertheless, in support of the 1999 budget, the social security funds were brought formally under government control, there were significant cuts in the high burden of payroll taxes, and the integration of tax and social security contribution collection was intiated. Moreover further privatization operations amounting to some 1 percent of GDP were completed in 1998.
2.0. MACROECONOMIC PERFORMANCE DEVELOPMENTS IN EMPLOYMENT INFRASTRUCTURE IN HUNGARY IN HER OBLIGATION TO ACCEDE TO EUROPEAN UNION MEMBERSHIP 
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Since mid-1997, Hungary’s economic prospects have continued to improve but with a pinching employment policy leaving a bigger gap in vagrancy in labour force negotiations. The economy has performed better than envisaged in the reference macroeconomic framework outlined in the first „Joint Assessment of Hungary’s Medium-Term Economic policy Priorities” prepared by the Hungarian Ministry of Finance and the Commission’s Directorate General for Economic and Financial Affairs in June 1997. Growth accelerated, inflation fell and real personal incomes rose while the external balances improved. These trends continued into the first half of 1998 and mark a clear break with the past, largely due to the substantial modernisation of some productive sectors brought about by past foreign direct investment. The sustained strengthening of the external accounts allowed Hungary to compete successfully its precautionary stand-by agreement with the International Monetary Fund without drawing any funds. During the period under review, the Hungarian authorities continued to operate a crawling peg exchange rate regime.

The speed of recovery in household consumption is still unclear since weaknesses in national account data hamper accurate measurements of the different components. According to the figures provided by the Central Statistics Office, the annual growth in household consumption equalled 0.9 percent and is proportional to the rate of income in 1997 and rose to about 3 percent in first half of 1998. So far, however, investment and exports have largely led to recovery. Capital expenditures on fixed assets rose by 8.8 percent over 1997 and accelerated further during the first half of 1998. Exports have been booming, growing at an annual rate of 26.4 percent in  1997 and only slightly less in the first half of 1998. However, the strengthening of domestic demand and the high import content of the most dynamic exports caused imports to grow at a similar rate, thus limiting the net contribution of exports to GDP growth. Booming exports, however, have played a leading role in the Hungarian industrial recovery underpinning the current upswing in growth. Thus, during 1997, industrial output rose by 11 percent as sales to export markets increased by more than 30 percent, counterbalancing a 1,5 percent fall in domestic revenues. During the first seven months of 1998, industrial growth accelerated even further as exports remained buoyant and sales growth in the domestic market resumed.

The sharp increase in exports has helped Hungary preserve the sustainability of external balances in spite of the acceleration in growth, the resumption of domestic consumption and the timely abolition of the import surchage by mid-1997. In ECU terms, the 1997 trade deficit in goods and services more than halved relative to 1996. The current account deficit fell from 3.8 percent of GDP to an estimated 2.2 percent. This gap was full financed by foreign direct investment flows that continued unabated, confirming Hungary’s attractiveness to foregn investors and supporting a further improvement in its debt service indicators. Similar developments took place during the first half of 1998 when the improvement in the trade balance was sustained but the current account deficit worsened slightly because of rising net income payments.

Disinflation has continued. The year-on-year inflation rate fell to 13.5 percent by August 1998 from 18 percent a year earlier. During 1997, however, the decline in inflation slowed somewhat because of a structural adjustment in the relative price of energy products, adverse seasonal trends in food prices and higher than planned nominal wage growth. During 1998, disinflation regained momentum thanks to smaller increases in administered prices and consumption taxes as well as positive trends in the prices for food and imported raw materials.

Wage growth, however, has remained above the guidelines fixed by the Interest Reconciliation Council [IRC], a tri-partite body consisted comprised of unions, employers and government representatives. During the first seven months of 1998, gross average wages grew by roughly 20 percent over the same period in 1997, for example about 5 percent points higher than the average guideline set by the IRC. Strong wage growth is explained by catch –up of real wages following sharp cuts in workers’ purchasing power in 1995 and 1996; growth of public sector wages over and beyond that in the private sector, falling unemployment; and entrenched inflationary expectations strengthened by the authorities’ recurrent failure to meet inflation targets.

The Hungarian target deficit for the general government budget in both 1997 and 1998 was 4.9 percent of GDP. The 1997 deficit amounted to an estimated 4.6 percent of GDP. As in 1996, the accounts of the Central Budget, Local Governments and separate state funds all performed better than envisaged, largely due to faster than expected economic growth. This more than offset a large overshooting of the social security fund funds that required the drafting of a supplementary budget. During the current year, the evolution of fiscal  revenues and expenditures is following a similar pattern. A higher- than- budgeted receipts by the central government are often setting a large overshooting in the accounts of the social security funds. However, while the overspending by the Health Security Fund reflects the absence of any comprehensive reform, a radical pension reform has been implemented as of the beginning of 1998. As the number of employees switching to the new pension system is higher than expected, contributions to the Pension Fund are falling  by more than budgeted and the Fund’s accounts are temporarily moving into red.

Monetary policy has continued to operate within the framework imposed by Hungary’s crawling peg exchange rate regime. The National Bank of Hungary [NBH] routinely modifies official interest and cuts the pace at which the forint is devalued in an attempt to reduce inflationary expectations and moderate the growth of domestic demand. The timing of these decisions, however, is affected by concerns about the fragility of the external balance, on the one hand, and the pace of the recovery, on the other. Average market lending and deposit rates have continued to decline gradually in nominal terms and the spread between the two has fallen. Adjusted for actual inflation, deposit rates have averaged close to zero while lending rates have hovered around 3 percent. In the past, weaknesses in the banks’ balance-sheets and competition from new non-bank financial operators led to a fall in the stock of domestic credit extended by banks both in real terms and as a percentage of GDP. During 1997, however, this aggregate trend slowed down while real credit to enterprises rose at an accelerating pace for the second year in a row. That means, net credit to the Hungarian governmeny and credits to households and SMEs continued to fall sharply.

The impact of Russian crisis must be seen against the background of Hungary’s high level of integration with the world economy. As a result of past trade reorientation, some 70 percent of Hungarian exports now go to the EU and roughly 4 percent to Russia. The surge in funds holding Russian stocks accelerated in three months ending April 30, while Eastern Europe orientated funds sagged. Strong oil prices and the hunt for undervalued assets boosted funds investing in Russia to an average advance of 46.48 percent, outpacing the 27.3 percent gain those funds made in the first quarter of 1999. Funds also focused on Europe also did better than they have in the former previous months, but they still slid 1.97 percent on average. On an aggregate level, therefore, real and direct effects from the crisis are likely to be limited. The exposure of the Hungarian banking sectors also appears to be rather small. Due to its positive economic performance, however, Hungary had been attracting a relatively large share of the funds allocated by international investors to emerging markets. It has been particularly affected by investors’ fight from emerging market assets. The stock exchange market index has recorded sharp falls. For the first time since the establishment of the current exchange rate regime in 1995, the National Bank of Hungary [NBH]  intervened to stop the forint from depreciating faster than the monthly rate of crawl and eventually was forced to raise interest rates.

The Rising Tide Lifts Boats according to the market watch of European Economic Review of June 1999 gave many explanations for the Hungarian conventional wisdom-defying result rankings on employment infrastructure as pegged to the following speculative economic components as of  30th April 1999:

- Hungarian market capitalization as 11. 25 billion US $.

- Hungarian monthly performance as  8 percent

- Hungarian year-to-year performance as – 17. 5 percent

- Hungarian average daily trading volume as 58 million US $.

- Hungarian current P / E ratios as 10

- Hungarian earnings-growth picture consensus forecasts for 12 month period ending 31st December 1999 as 41 percent.

TABLE 1. HUNGARIAN MACRO-ECONOMIC INDICATORS AS ON 30TH JUNE 1999.

GDP growth in 1997

            ,,         in 1998

            ,,         in  1999
4.4%     

5.1% 

3.8%                                                                                 

Inflation in 1997

      ,,        in 1998

      ,,        in 1999
18.3% 

14.3% 

9.5%

International Reserves [ USD bn ]
9.4 [ Feb. 1997 ]

Current Account in 1997 [ USD mn ]

As % of GDP

Current Account in 1998 [ USD mn ]

As % of GDP
981 

–2.2%

 2298 

–4.6

Trade balance in 1998 [ USD mn ]

          ,,             in 1999 [ USD mn ]
2701 

471 [ Jan. – Feb. 1999 ]

Foreign direct Investment –Cumulative [ USD bn ]

Per capita
18.0 [ March 1998 ]  

‘’ $ 1,765 ‘’

Budget balance in 1998 [ USD mn ]

            ,,             in 1998 [  in % of GDP ]

            ,,             in 1998 [ in % of GDP ]
3238 [ Jan. –Dec. ] 

–6.5%  

-3.9%

Other indicators - Population [ mn ]

                            - GDP in 1997 [ USD bn ]

                            - GDP per capita
10.2 

45.0 

$4,415

The structural reforms also have influenced employment trends tremendously, with the process of privatization,  which in particular, had gone quite far. During 1997, mass privatization was cpmpleted and sales for cash continued. Revenues from privatization amounted to about 350 billion Hungarian forint, more than  half in foreign currency. As previously, they were mostly used to finance the reduction of public foreign debt. According to the amendments to the Privatization Act introduced in 1997, the State Property Agency [APV] will retain a permanent stake in 116 companies. Among them are 26 agricultural companies, which use some 14 percent of all agricultural land and generate more than a quarter of total agricultural sale revenues.

In the banking sector, the process of privatization was completed, except for the sale of remaining minority interests. Controlling stakes in both Mezobank and K&H Bank were sold to foreign investors, bringing the share of foreign ownership in total registered banking capital to about 60 percent by the end of 1997. The State limited her particitpation in the largest commercial bank [OTP] to a single golden share. In 1998 the State reversed the macroeconomic performance trend by decreasing public shareholding due to the economic effects of Hungarian PostBank. 

In March 1997, a run on the deposits of what was Hungary’s second largest retail bank took place. The Authorities intervened immediately to support the bank and investors’ confidence in the relatively healthy Hungarian banking system was not shaken. As time passed, however, the problematic nature of PostBank accounts became increasingly clear along with underlying failures in regulatory supervision. The inability to find a strategic investor coupled with various re-capitalization operations to support the bank and acquire the majority stake neede to remove management eventually to its nationalization. Following the election of a new Board in August 1998, massive accumulated losses had been disclosed and the Hungarian Authorities formulated an economic strategy for the effective restructuring of the bank. Apart from the Hungarian bank privatization, a number of measures implemented during 1997 and 1998 helped a great deal in the development of the employment infrastructure and Hungarian financial markets. These include the entry into force of regulatiopns for mortgage lending and home savings institutions that began operation in 1997. Moreover, since the beginning of 1998, branches of foreign credit institutions were allowed to operate in the Hungarian banking sector, subject to a licence from State Financial and capital Markets Commission. This Hungarian Government Agency was created in 1997 by merging the two supervisory institutions that were previously responsible for the banking sector, security and exchange markets. As from January 1998 a new pension scheme was introduced, by basing it on three pillars: a scaled-back version of the existing pay-as-you-go scheme, a fully-funded mandatory privately – operated tier and a third voluntary fully funded tier. In the long term, this regime will lead to a sharp increase in the share of national savings intermediated by local financial sector, thus strongly supporting its development.

Pension reform for employees as an economic performance tool has also, marked a first important step.

Towards the overhaul of the social security system. In Hungary further measures had been taken by the new 1998 electoral administration with abolishment of the two quasi-independent commissions overseeing the health and pension system. In the area of trade policy, Hungary eliminated all trade related charges, except tariffs, and continued to reduce the proportion of goods affected by non-border measures. Among these, the global quota on consumer goods remains restrictive according to the WTO. The Hungarian Authorities, however, plan to phase them out by 2001. By the way, several items were removed from the list of products subject to quantitative restrictions at the beginning of 1998.

2.1 THE SELECTION OF HUNGARIAN ECONOMIC SURGE TOOL INDICATORS FROM 1992 TO 1998

The World Bank and IMF had commended the Hungarian Authorities for their steadfast implementation of fiscal and monetary policies,  which had led to decline in inflation in 1998 and facilitated strong growth, in the context of manageable external current account position. It noted that the Hungarian Authorities’ prompt policy reaction had also ensured the impact of unsettled international investor sentiment in Hungary during 1998 by being relatively muted. However, given the strong pace of domestic demand and the still uncertain external environment, many World Bank experts called for further tightening of fiscal policy in 1999 and a renewed effort to carry forward the agenda of structural fiscal reform so as to strengthen the external position, continue the disinflation strategy, and sustain economic growth over the medium term. The macroeconomic performance measures introduced in 1999 Hungarian Budget were welcomed by the IMF, noting that the cuts in social security contributions, together with the measures to slow down pension and wage expenditures, by bolstering the public finances, spurring job creation, and facilitating disinflation.

The IMF directorate believed that additional fiscal tightening measures would be preferable to help slow domestic demand and protect the Hungarian Authorities’ balance of payments objective, particularly in the context of a weakening external environment.

The IMF and World bank had urged for and supported more determined actions to address some of the weaknesses leading to unnecessary unemployment being created by the Hungarian public finances, particularly in the areas of agricultural and housing subsidies, labour taxation,health and disability pension expenditure. The question is whether labour mechanism and legal employment absolutism involving a duty of good standard of living for the citizens during the process of accession to European Union is really necessarily helpful, or realistic in Hungarian national and international labour movement disputes involving mass unemployment, vagrancy in Budapest and other towns in Hungary with other forms of hawking and begging lawlessness among the formerly comfortable and honest citizens during the Socialist rule in the l980s. Popular macroeconomic perception models of labour law as the bulwark of freedom and being of „God not man” need to give way to more humble economic performance metaphores that capture the current tension between political vicissitude of the Gippsies, Afro-Asia-European community and codification of a practical non-extremist employment law to circumscribe all races in the EU-Integration cake in Hungary. Milner Ball suggests that repeatedly man needs to decalcify his understanding of law-making connections rather than disconnecting with others who seek to promote the multiple ends of justice. There is a need to honour the family employment economic performance connections in Hungary [In Milner Ball- Lying Down Together; Law Metaphor and Theology – Madison, Wisconsin: The University of Wisconsin Press, 1985 pp. 15]. The inexactitudes of peaceful employment coexistence and national reconciliation are most likely to be born in the realm of decalcifying legal, political and moral absolutes in labour movement in the eve of EU-Integration Membership accession.

     As the IMF and World Bank directorates had wecomed the decline in the 12 month inflation rate to single-digit levels in January 1999, which was aided by the announcement of ambitious inflation tergets in late 1997, the sizable cuts in the rate of crawl of the exchange rates,the better than budgeted fiscal for outturn for 1998, and a slower growth in nominal wages. The Monetary Policy Directorate Body noted that, to the extent made possible in Hungary by reduced capital inflows, interest rate policy could be helpful complement to fiscal policy in containing domestic demand pressures. The need for principled compromise that ignores neither the realities of political context, nor wisdom of employment infrastructure of judicial insight captured in international Labour Human Rights is whether the sustainable break through can happen. It is the macroeconomic performance surge tools of the ILO stuff of which credible truth reconciliation in labour movements are compromised with, or made that will ensure open macroeconomic employment trend in Hungary for Gippsies, Afro-Asian-European communities and of course for the entire unemployed citizens.

The advent of employment infrastructure in the wake of the long economic transition period history of macroeconomic performance in Hungary concerning poor unemployment living standards against and vagrancy crimes represents a major triumph over low food deficiency lawlessness that is both morally impressive and legally a little frightening. Impressive because at last the World is taking this level of war against hunger seriously. A little frightening because it threatens to shut down the pace within which labour commissios encourage political protagonists to turn away from fixed positions that make for poor standard level of living in Hungary – in pursuit of peaceful coexistence and eventual amicable wage and national employment ratio reconciliation. 

The unemployment lustratio – is purification by sacrifice for the elites in the Government corporations when they have to choose to get and share the same minimal nominal wage rate with those who had never gone to school like the junior staff in working places in the eve towards European Integration accession to EU. Lustrative unemployment model means Employment Law prohibiting employers not to give less than 200 US$ to those who were getting minmal wage of 100 US$ in Hungary. This enactment of labour law in Hungary seems to hurt the elites a little bit in employment places especially in Government corporations and in civil service, where a junior staff salary range will hardly differ from the senior management staff. Etymology of the word unemployment lustration points out the wider sense of the said notion-significant in this context.

Lustration spring from a Latin word of lustracio which means purification of employment by sacrifice in this case. And thus, the employment rite is connected with the division of Hungarian citizens for classes and categories in according to their social and economic statu The employment performance insfrastructure in Hungary, has the problem of lustration of EU political creteriums, social, moral dimensions rather than legal one. The question is really the standard of living in Hungary and the nominal wage for a worker in the year 2000: Is it necessary to know the whole truth, or only some „pieces” of it ? Who preserves the Employment Act Truth.? Who makes a decision to publicise labour truth for the densely populated Gippsies, Afro-Asian European Community who are hardly employed in Hungary and to what extent ? Who owns the Employment Act Truth and puts the „Rules to play”, terms of EU – ACCESS and protection of good standard of living for ALL in Hungary.
TABLE 2. SELECTED ECONOMIC TOOL SURGE INDICATORS IN HUNGARY FROM 1992 TO 1998

Real Economy

-Real GDP

-Domestic demand

-private consum

-Gross fixed Investment

-Real Export

-Real import

Employmen rate 

Unemployment rate

-CPI [ end of year ]
1992

-3.1

-2.6 

0.0

-2.6 

2.1

 0.2 

–9.8 

10.2 

21.6
1993

-0.6 

8.3 

1.9 

2.0 

–10.1

 20.2

 –6.3 

11.5 

21.1
1994

2.9 

1.7

 –0.2

12.5 

13.7

 8.8 

–2.0 

10.3 

21.2
1995

1.5 

–4.1 

–7.1 

–4.3

 12.4

-1.6 

–1.9 

9.9 

28.3
1996

1.3 

0.8 

–2.7 

6.7 

8.4 

6.6 

–0.8 

9.2

 19.8
1997

4.6  

4.4 

2.0 

8.8 

26.4 

25.5 

0.0 

7.7 

18.4
1998

5.0 

6.6 

5.3 

10.2 

20.0 

22.0 

1.4 

7.0 

10.3



Public Finance :-

Balance [excluding privatization receipts].

-Primary Balance

-Public Debt
GDP %

-7.6 

–2.8 

77.6
GDP %

-8.9

–4.8

 87.9
GDP %

-8.6 

–2.7 

85.2
GDP %

-6.2 

2.1 

84.3
GDP %

-3.1

 4.3 

71.5
GDP %

-4.9 

2.9 

62.9
GDP %

-4.6 

1.8

 60.3

Money and credit :-

M3

Credit to NGO

-Interest rate [3.month T-bill average]
27.6

0.8

22.7
15.3

2.5 

17.2


13.0

 14.2

26.9
20.2

9.7

32.0


22.1

 19.9

24.0
19.7 

35.2

20.1
15.5 

17.5

17.8

Balance of Payments : -Current Account

-Net external Debt.

Official Reserves[ in bn US$ ]

[in months of merchandise imports]
0.9

35.0 

4.4 

4.3
-8.9

38.7

6.7 

7.1
-9.3

45.4 

6.8 

5.3
-5.6

36.6

 12.0

 8.6
-3.7

31.4 

9.8

 5.5
-2.2

24.4 

8.4 

4.0
-4.8 

25.8

 9.3 

4.0

Exchange rates

Nominal effective rate 

 [1999=100 ]

Real effectuive rate, CPI basis 

[1990=100]


Craw-ling 

The euro 

84.9 

120.5
Peg against

[ 70 % ] 

81.3 

131.3
Currency and US$ 

72.0 

130.3
Basket 

30 % 

56.1

 125.2
Since  

48.1

128.2
1st Jan.1999

44.7

132.3
Defined by

39.8 

133.1

Sources :-Hungarian Authorities, International Financial Statistics and IMF estimates 1st  June 2000.

1. National Accounts Basis.

2. IMF staff estimates.

3. Consists of the Central budget, social security funds, extrabudgetary funds, and local governments.

4. This excludes net intetrest payments from the government balance.

5. Including intercompany loans and nonresident holdings of forint dedominated assets.

6. Includes the effect of the bank recapitalization operation of 2.1 % of GDP in 1998.

Although Hungary has implemented substantial structural reforms, especially in the enterprise and financial sectors. The World Bank Management noted that further steps were needed, particularly in the public sector. The introduction of further labour income tax cuts would be important to increase the long-term efficiency of the economy, but would require deep reforms of public expenditures, including  health and public employment. The IMF and World Bank Managemen, however regretted the further delay in disability pension, and urged the Hungarian Authorities to expedite legislation in this area. They also recommended early reform of the health care sector to improve its effectiveness and contain its cost for the budget.
2.2. THE STATISTICAL PROGNOSIS OF UNEMPLOYMENT SITUATION IN HUNGARY

Under the ILO-CEET, under its Active partner Policy, the International Labour Organization has set up Multidiscipilinary Advisory Teams in 14 regions of the World. This policy is aimed at bringing the ILO closer to the governments and the employers’ and workers’ organizations in the member States. It embodies a new approach to relations between the ILO and its tripartite membership, based on continous interaction and dialogue. The objective is to strengthen the ILO’s capacity to provide the advisory services and technical cooperation programs in conformity with international labour standards.

The Multi-disciplinary Team for Central and Eastern Europe [ILO-CEET] in Budapest started to operate in the beginning of 1993. At present it covers the following countries: Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Czech Republic, Estonia, Hungary, latvia, Lithuania, Republic of Moldova, Poland, Romania, Slovakia, Slovenia, the Former Yugoslavia Republic of Macedonia and Ukraine.

The objectives of ILO in the CEET region is to fight hunger and unemployment by setting activities aimed at promoting the infrastructural development of democratic labour institutioins and tripartism in Central and Eastern Europe, assisting in the adoption and implementation of policies that can steer the transition towards market economies into socially desirable directions. Particular emhasis is placed on the development of labour legislation through the ratification and implementation of ILO Conventions and Recommendations; the promotion of the full, productive and freely chosen employment; the improvement of working and living conditions; sound labour relations; and appropriate systems of social protection.

As the official registered number of unemployed people in Hungary is very high the CEET – ILO Team activities will cater for the following activities: Assist in the capacity building and professional competency of government, workers’ and employers’ organizations.

· Promoting social dialogue, tripartite consultation and negotiation mechanisms at the national level and sound labour management relations at the industry-wide, enterprise and local level.

· Monitoring labour market developments and promoting active labour market and employment policies.

· Furthering a tripartite approach to economic, industrial, social and social restructuring in regions and local communities.

· Assisting the unemployment reform of the systems of social security and social protection.

· Providing advice on wages and incomes policy and wage payment systems.

· Supporting the collection and dissemination of information, including the transilation of ILO publication into ethnic languages of the country and the region of CEET.

· Monitoring and evaluating the process of macroeconomic performance in employment transformation in Hungary and other CEET– region.

The means of ACTION in pursuit of ILO-CEET Team’s objectives in Hungary to alleviate unemployment by including organized conferences, workshops, training seminars, advisory missions and publications.

TABLE 3. THE STATISTICAL PROGNOSIS OF REGISTERED UNEMPLOYED WORKERS IN HUNGARY UP TO FEBRUARY 2000.

Unemployed Infastructure Category
1999

 February 

Number
2000 

February 

Number
Quantity change in Infrastructure Category
%-age Change in Infrastruct. Category

Registered unemployed
442552
437675
-4877
-1.1

New job seekers
29552
27443
-2109
-7.1

Less and equals 25 years of age
90754
88676
-2078
-2.3

Unemployed men
251440
245741
-5699
-2.2

Unemployed women 
191112
191934
822
0.4

Unemployed labourers
370738
365063
-5675
-1.5

Unemployed elites
71814
72612
798
1.1

Unemployed non-professionals
215596
212636
-2960
-1.4

Unemployed diplomates
10331
10979
648
6.3

Enrolled job seekers in the Govt. office
59638
58319
-1319
-2.2

First applicant job-seekers
12471
11956
-515
-4.1

Chronically registered unemployed
113266
105640
-7626
-6.7

Chronically unemployed ratio %
25.6
24.1
-1.5
-

Average  time of registration [day]
267
261
-6
-2.2

SOURCE: HUNGARIAN LABOUR RESEARCH AND METHODOLOGICAL CENTRE & ILO -CEET
From the statistics the number of registered unemployed people increased by 56 000. In December 1999 the unemployed number increased by 16 000 and in January 2000 by 276 000 respectively. The rate of unemployment per region in Hungary compared with the one of last year, shows that there was a decrease in Central Hungary and in Middle-Danube regions. In Western-Danube region the rate of unemployment remained constant, while in the four geographical regions there was an increase in the proportional level rate compared to the previous year. The biggest decrease in unemployment rate of 0.8 % was realized in Middle-Danube region, while the most accelerated increase in unemployment rate of 0.5 % was registered in South Hungarian Agricultural lands within one year. The unemployment rate in these geographical regions fluctuated according to the speculative marketing force contigencies, which were in in one way related to labour force in the regions. The difference in the unemployment rate in the two geographical poles of Central Hungary and North – Hungary in February 2000 was 4 4000.

The unemployment rate among the youth job seekers was hardly sensitive in February 2000. In January and February 2000 the unemployment number among the youth job seekers was 9 000 and 2 000 respectively. In the previous year September and December 2 000 realized 11 8000 decrease in number and 11 000 increase in unemployed new job seeker number. At the end of February 2000 the Hungarian labour Office recorded the number of unemployed job seekere as 274 000, of which the total registered unemployment infrastructure is 6.3 %. In contrast to the statistics of February 1999 and February 2 000 the number of registered unemployed reduced compared to the new registering unemployed job seekers. The registered unemployed number change as a function of labour force resouce of inflow of new job seekers and just the nimber of unemployed people exceeded the number of the unemployed who were struck off the Labour bureau Office. The number of new job seekers increased, the chronic unemployed people’s registered number decreased as a result the inflow number of job seekers was less than the previous month statistical data.
TABLE 4. THE STATISTICS OF UNEMPLOYED LABOUR FORCE RESOURCES OF NEW JOB SEEKERS AND UNEMPLOYED PEOPLE IN HUNGARY IN JANUARY AND FEBRUARY 2 000.

January 

2 000
Direction of Flow
Balance
Number of Unemployed New Job-seekers
Number of unemployed non – New job seekers
Total


In –flow

7543
61772
69315


Off –flow

6656
35078
41734



Balance
+887
+26694
+27581

February 

2 000
In –flow

8167
50152
583319


Off –flow

7946
44788
52734



Balance
+221
+5364
+5585

SOURCE : HUNGARIAN LABOUR RESEARCH AND METHODOLOGICAL CENTRE & ILO –CEET.

TABLE 5. COMPARATIVE CASE –STUDY OF UNEMPLOYED PEOPLE’S INCOME SUBSIDY IN HUNGARY BETWEEN JANUARY 1999 AND JANUARY 2 000 BY

Unemployed Infrastructure category
January 1999 

156 803
January 2 000 

164196
Change Value

 7393
Percentage Change

4.7

Unemployed Income subsidy
160 606
153413
-7193
-4.5

Unemployed taking part in income subsidy
13 401
13 163
-238
-1.8

Unemployed who have abandoned income subsidy
101 052
115 753
14 701
14.5

Unemployed off –flow from income subsidy
31 165
30 319
-846
-2.7

Unemployed now employed
5 151
5 186
35
0.7

Unemployment income subsidy inflow
24 563
23 589
-974
-4.0

At the end of 
January the registered unemployed was 38% in the list
January

The unemployed who got income subsidy was 35.5 %



SOURCE : HUNGARIAN LABOUR RESEARCH AND METHODOLOGICAL CENTRE & ILO –CEET.
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Preface

The case-study assessment was conducted on the basis of the same Copenhagen criteria as the opinions in 1997. The work of the comparative case-study of the agricultural macro-economic policy of South Africa Republic with the Central Eastern European Countries was expert, objective, impartial, and free of political prejudice. The evolution of SADCC [Southern Africa Development Co-ordination Conference] to SADC in 1992, together with the successful transition to representative government in South Africa and its membership of SADC in August 1994, opened new perspectives for Southern Africa. This new joint endeavor includes further development of an intra-regional political dialogue directed at strengthening peace, security and stability as well as the commitment towards intra-regional trade liberalization. To date, some ECU 483 million have been allocated to this kind of cooperation agreements.

The case-study reports look in detail at actual progress in the candidate countries : macro-economic policy laws passed, policy decisions implemented, institutions created etc. rather than plans or promises. The reports  show that much has been achieved and yet to be achieved in the open macro-economic policy in the agricultural sector. But we also, know that the candidates still face a huge task in readying themselves for European Union membership. In the reports we do not gloss over the challenges they face we would be doing nobody, least of all the candidates themselves, a service if we did. Yet, our assessment reveals that the inclusive comparative agricultural macro-economic enlargement process, which involved all candidate CEE countries and the Republic of South Africa during the official visit of President Mandela in this region in June 1999, remains broadly on track, and that the momentum in the candidate countries towards enlargement is being maintained.

This project brings me close to the Copenhagen economic criteria. These criteria focus on two particular issues: first, the existence of a functioning market economy and, second, the capacity to withstand competitive pressure and market forces within the Union. For a candidate country to pass the economic test, it needs to be functioning market economy now, and to be able to cope with competitive pressures in the medium term. Overall, the candidate countries continue to make considerable progress in implementing economic reforms. Elements, such as privatization, restructuring and liberalization, are clearly moving ahead in most examined cases. And although the situation in all the candidates continues to vary considerably, this is largely due to historical reasons. As for the Republic of South Africa, the Lome’ IV Regional Indicative Program [ECU 128.9 million], as with previous regional programs, focuses principally on three sectors: transport and communications, human resources development, food security and natural resources. The most important projects under Lome’ IV includes the Transcaprivi highway, the Beira-Inchope road, the Muela Dam and an animal diseases control project.

Our case –study analysis reveals that as in the opinions of the EU Parliament in 1997 and 1998 –Czech Republic, Hungary, Poland and Slovenia can be regarded as functioning market economies, and they should be able to fulfil the second criterion in the medium term. Hungary and Poland continue to be somewhat ahead of others in this respect, though have been affected by the floods in 1999 and 1997 respectively endangering the agricultural sector policy plans. The adoption of the acquis – the European Commission plans to move to a more intense phase of screening of the pre-ins, when we move from multilateral to bilateral screening meetings. It is already clear from this exercise that – in terms of transposition and implementation of the acquis – there is, on the whole, not such a great difference between the comparative candidate countries. This reflects the effectiveness of the European Union’s global and all inclusive approach to agricultural macro-economic policy enlargement. The administrative capacity to apply the acquis looks at the enforcement bodies in key areas of the acquis, and attempts to assess whether they have adequate legal powers, staffing levels, staff qualifications etc. In some macro-development policy matters, it was already possible to test and evaluate the quality of their decisions. While there is certainly room for further macro-economic policy refinement between the CEE countries and the Republic of South Africa within the EU Cooperation of this agricultural comparative analysis. I do believe and address an important issue that the concerned countries themselves should follow keenly [and in which they are increasingly involved through twinning]. Clearly all the surveyed candidate countries will have to step up their reforms in this agricultural sector area. though the messy floods are catastrophic in this late decade.

The social challenge to this project is that the agricultural society has the potential to improve the quality of life of Europe’s and Africa’s citizens, the efficiency of our social and economic organization and to reinforce cohesion; preparing us for the advent of the information society is a priority task, education, training and promotion will necessarily play a central role. Therefore as per the Common Agricultural Policy [CAP] in Article 39 of the Treaty of Rome, dealing with agricultural surpluses and establishing new policy directions that combine competitiveness and direct support. The time has come for the CAP to undergo further reform that builds on the approach started in 1992. Hence political attention is too intermittent and as a result the program directors of European Integration Networks should act quickly on the viable projects and not as bulldozers as the concerned surveyed CEE countries’ macro-economic policy and the private sector expect a new signal for strengthening the European model of agriculture.

This was my fifth project under the auspices of European Integration Networks as a principal Investigator on four main projects namely: a) The major environmental ability of the CEE Countries to assume accession of European Membership on Green Policy b) The macro-economic Index of the Hungarian Wetlands with special attention to the COST-BENEFIT ANALYSIS of Kis Balaton and Danube Szigetközi areas respectively c) The ACP–EU [African Caribbean Pacific – European Union] Dynamics of Policy-Making on the Strategies, Actions, Perspectives and Problems of the Yaounde / Lome’ Conventions with the European Integration Networks d) The Macro-economic Policy attitude of France towards the CEE Countries and LDCs within the European Union Integration Networks.

First of all I thank the MTA Political Sciences Institute Staff who ordered and authorised the go ahead of the Project on the honour of President Mandela, the Republic of South Africa Ambassador to Hungary for technical assistance, Dr. Kiss Judith Research Director MTA-Institute of World Economics and Dr. Endre Miklóssy the Chief Advisor to the Ministry of Agriculture and Regional Development and Ms Pinter Irina EU-Consultant Hungarian Ministry of Foreign Affairs.

THE COMPARATIVE AGRICULTURAL 

MACRO-ECONOMIC POLICY ATTITUDE OF SOUTH AFRICA REPUBLIC CASE-STUDY WITH THE CENTRAL EASTERN EUROPEAN COUNTRIES WITHIN THE EUROPEAN UNION COOPERATION NETWORKS FROM 1990 TO 1999.

1.0. INTRODUCTION

The role of International trade in economic development has attracted a great deal of attention both in positive analysis of economic history and in current normative analysis of appropriate policies in developing countries. Analysis of the role of trade and trade policy in the Least Developed Countries has, relatively speaking, languished. On the face of it, the issues currently facing these countries are much more smaller to those of the early ‘traditional’ development economics literature – concerned with primary exporting low-income countries’ efforts to ‘get moving’ than to much of the current material with its preoccupation with the semi-industrialized. But the ‘traditional’ literature on trade and development needs an appropriately focused survey and an update in order to be useful today. The volumes on exports and economic growth of developing countries always stressed the three separate kinds of potential, or actual gains from trade in developing countries: those relating to static comparative advantage, those associated with increased capacity utilization (and a ‘vent for surplus’), and those relating to productivity growth (and an ‘engine of growth’).Viewing the Republic of South Africa as a World within one Country the potential for significant expansion of total production via voluntary responses to the provision of a ‘vent for surplus’, in the sense of the historical literature, is today probably abundant. Surplus land or other natural resources are today much easier to find. Surplus land, is usually there. Hence the macro-economic policy of the Republic of South Africa towards the CEE countries needs a lot of research especially in the agricultural macroeconomic adjustments in the boom.

Whilst it is true that South Africa’s macro-economic policy has been shaped very much by its own history and the circumstances and the nature of its particular and peculiar transition, there are many similarities to the experience in Eastern Europe and South America which impinge on the macro-economic policy in South Africa as follows:

.A shift from totalitarianism to a form of democracy. 

.A negotiated settlement - not a revolutionary process.

.A legacy of oppression and serious violations of human rights.

.A fragile democracy and a precarious unity.

.A commitment to the attainment of macro-economic policy culture,    human rights and a respect for the rule of law.

.A determination to make it impossible for the gross violations of open economy policy of the past to happen again.

South Africa has experienced racism and oppression of one form or another ever since the earliest days of colonialism. There are those who argue that the period under review for the macro-economy policy should have started  as far back as the first arrival of white settlers in 1652 ! Others are of the view that at the very least one should look at the period which began with South Africa’s first constitution in 1910. There are also many who maintain that the starting point should be 1948 when the National Party came into power. After careful consideration the standing committee on justice in South Africa’s Parliament decided to recommend that the period to be covered would be March 1960 to December 1993. The end date was arbitrarily chosen as the date when the negotiation teams decided on an amnesty provision in the Interim Constitution (this date was later changed to 10th May, largely to include a number of  rightwing Afrikaners who engaged in violent acts immediately prior to the election in April 1994) – the unique features of the South Africa model had been set out by the Truth and Reconciliation Commission in South Africa in 1998.(1).

The inevitable susceptibility of resource-dependent and primary commodity-exporting countries to large and frequent external shocks, and the complexities involved in managing such economies with superimposed short run stabilization policies, have long constituted leading agenda items in development economics and international economics alike. Concern has traditionally focused, however, on the problems encountered by these countries during the downward cycle of agricultural commodity trade. It is during this period that the declining export prices and terms of trade are followed by the collapse of export and budget revenuers, severe balance-of-payments crises and subsequent recessions of the domestic agricultural economies. The export booms have conventionally been perceived as beneficial; they relax the foreign exchange constraint on growth and automatically precipitate the expansion of domestic agricultural production, income and employment.

The Southern Africa Development Community (SADC) constitutes the main forum for regional Integration in the Southern Africa Region. The evolution of SADCC (Southern Africa Development Co-ordination Conference) to SADC in 1992, together with successful transition to representative government in South Africa and its membership of SADC in August 1994, opened new perspectives for Southern Africa. This new joint endeavor  includes further development of an intra-regional political dialogue directed at strengthening peace, security and stability as well as the commitment towards intra-regional trade liberalization. SADC member states have continued to follow economic reform programs with varying degrees of success, which should in time result in more sustainable development of region’s economies. There is now scope for the countries in the Region to build closure regional cooperation and integration, in the new context of more democratic societies and market-orientated economies.

Intelligent execution of macroeconomic adjustment policies in the SADC countries through pertinent fiscal and monetary policies, coupled with effective management of international financial flows and exchange rates over the price cycle, can abate shocks and attenuate market forces, thus limiting overshooting and Dutch Disease effects. The policy of ‘time facing’ is one key to creating a mechanism whereby a sudden increase of income in terms of foreign exchange can be absorbed into the domestic agricultural economy gradually and then utilized effectively over an extended period commensurate with growing absorptive capacity especially in the Republic of South Africa, which is considered as the economic tiger in the region. This equivalent to the re-phasing of a time path of expending income whose change was subject to abrupt shocks. In short, a policy of de-synchronization of the path of absorption from that from income should be central to macroeconomic adjustments in response to commodity price fluctuations. After gaining independence the former trade barriers have been lifted and indeed in terms of economics it has been a boom to Republic of South Africa State to shine more in the open economy trade.

Since 1976, regional cooperation in Southern Africa has been encouraged and supported by the European Commission. To date, some ECU 483 million have been allocated to this kind of cooperation in the Southern Africa region under the various Lome’ Cooperation Agreements. The Lome’ IV Regional Indicative Program (ECU 128.9 million), as with previous regional programs, focuses principally in three sectors: transport and communications, human resources development and food security and natural resources. The most important projects under the Lome’ IV include Transcaprivi highway, the Beira-Inchope road, the Muela Dam and an animal diseases control project.

The 1990s began badly for developing countries with aggregate real GDP per capita declining in first two years. Globally, economic recovery is not just a political priority for the OECD, but an economic necessity for many developing countries. A 1 % increase in OECD growth sustained over three years is projected to raise developing countries’ exports by USD 60 billion. From the economic projections for developing regions to 2000 and beyond, it is clear that the divergence in their performances will continue. Worse still, the marginalization of a greater number of the World’s population appears likely. Regionally, Sub Saharan Africa is likely to experience further stagnation if not regression, as economic growth rates struggle to keep pace with population growth. Prospects in the Middle East and North Africa depend upon political stability, the continuation of economic reforms and the containment of tensions. Latin America is expected to arrest its economic stagnation, although it will experience considerable variation in relative economic performance.

An analysis of comparative strengths among the World’s regions shows Latin America and Africa have a slight advantage in only 3 of 12 central driving forces, namely natural resources, incentives/property rights and individual adaptability. Otherwise they are deficient in their saving rates, price formation, autonomy of economic sphere, invention and innovation, collective adaptability, cooperation, quality of government, infrastructure and education. Eastern Europe is perhaps the hardest region for which to make forecasts. However, both the Centre d’etudes prospectives et d’informations internationales (CEP II) and the World Bank predicted that if the economic reform plans were implemented then there would be a move back to growth rate after 1995. While the prospects for most developing regions looked fragile, the buoyant Asian-Pacific area seemed set to continued its integration into World economy and remained the most economically dynamic region in the immediate future (2).

In October 1996, the Regional Indicative Program for cooperation under the Second Protocol of the Lome’ IV Convention was signed in Windhoek, Namibia, between the European Commission and SADC. This allocated an amount of ECU 121 million. The main priority areas of cooperation for the five year period of this Protocol are infrastructure and services (45 % of indicative allocation of funds) and trade, finance (20 % of the funds) – the latter %-age includes food security and natural resources.

The macroeconomic policy factors influencing the economic forecasts are deep trends in population growth, poverty and environmental degradation, access to capital, market access, demand pull from industrial countries, avoidance of energy shocks, peace dividends and political stability and adjustment to globalization. In the 1990s, access to investment resources proved problematic due to the northern economies’ growing needs, for example for financing budget deficits and economic growth. The North continued to drain the lion’s share of World savings, whilst the competition for what remained became fiercer as the East European economies’ demand for capital  spiraled upwards and the Gulf region reconstructed its economies and Germany needed to cover the rising costs of unification. With real interests rates remaining high, investment resources remained costly and debt repayments high for several indebted countries. The market access in developing countries face a volatile trading situation, with no assurance of increased access to northern markets. It has been estimated that a 50 % reduction in EC, Japanese and US trade barriers could raise developing countries’ exports by USD 50 billion. Clearly an open and fair trading system is essential for the future of developing countries’ economies, although some may experience negative side-effects from greater trade liberalization in the short to medium term (notably in Sub Sahara Africa).

The overview of the bilateral relationships with the CEE countries was as follows: The diplomatic relations of Hungary with The Republic of South Africa were established in 1990, first at the level of representation offices. South Africa’s diplomatic mission in Budapest was opened in April 1990 and the Hungarian mission in Pretoria was opened in January 1991. The agreement on the establishment of full scale diplomatic relations were elevated to ambassadorial level in the capitals of the two countries. On November 6, 1992 the Hungarian Consulate in Pretoria commenced its operation. South African President F.W. de Klerk visited Budapest 1992. Zoltan Gal, speaker of the Hungarian Parliament visited South Africa on 9th-15th February 1997. Alfred Nzo, South Africa’s Foreign Minister visited Budapest on 8th 11th September 1994. Since 1994 several visits of ministerial level have taken place. In 1996 Imre Dunai, Hungarian Minister of trade and industry, László Lakos, minister of agriculture while Pal Vastagh, minister of Justice paid an official visit to South Africa. From South African side 1996 was earmarked by the visits of ministers of culture and sciences as well as the minister of communications to Hungary. In 1997 industry and trade minister, justice minister while in 1998 land affairs minister visited Hungary.

The economic and trade relations since then has been very earmarked – in 1996 Hungary’s exports of goods and services to South Africa reached 20,518,000 USD while her imports of goods and services were at 21,233,000 USD. The main items of exchange of goods include pork, green pees granulated foodstuffs, chemicals, coal and iron-ore. The value of South African Investment in Hungary has reached 150 million USD. Of the largest investors are SAB (South African Breweries) and Anglo-American Co. In 1997 Hungarian export figures were at USD 16,5 million, while those of import at USD 20,9 million.

The major bilateral agreements with Hungary on trade relations was in 1990, Protocol on the Cooperation between the Ministries of Foreign Affairs in 1993, Agreement on cultural cooperation in 1993, Agreement on Aviation in 1993, Agreement on Full-scale Visa Exemption in 1993, Agreement on the Avoidance of Double Taxation was in 1994, Agreement on Agricultural Cooperation was in 1996, Agreement on Tourism Relations was in 1996, Agreement on Scientific and Technological Cooperation was in 1997. AS of 1995 Hungary grants GSP terms for the Republic of South Africa.

On eco-tourism, for the tourist purposes citizens of both Hungary and South Africa may enter each other’s countries without visas for a period of 30 days. This fact does not allow them to change the original purpose of their visit during their stay (i.e. entering into employment or doing studies).

The impact of trends and volatility in terms of trade on GDP growth between the CEE countries and the Republic of South Africa, can be seen from the angle of analysis that although some work has been carried out on the determinants, or mechanisms, behind changes in the net barter terms of trade (3), (4),(5), less attention has been paid to the question of the general consequences of these changes. However, there are exceptions and recent authors have placed emphasis on the different aspects of trade and their contributions to growth in GNP, such as export volume (6),(7),(8), or volatility in terms of trade (9). The South Africa Republic President has now come to woe the macroeconomic policy attitude and bid goodbye to these CEE countries which made him win the battle to independence before he retires to make the SADC region an open economy policy market in the World Market and especially enjoy the umbrella of cooperation of European Union under the Revised Lome’ IV Convention Network.
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2.0. THE AGRICULTURAL MACRO-ECONOMIC POLICY OF THE REPUBLIC OF SOUTH AFRICA TOWARDS THE CENTRAL EASTERN EUROPEAN COUNTRIES FROM 199o TO 1999 WITHIN  THE EUROPEAN CO-OPERATION NETWORKS.

At the 25th Session of the ACC/ SCN held in Oslo, Norway in 30th March to 2nd April, 1998 Dr. Hilde Frafjord Johnson called for conducive enabling environment for development that includes the functioning of the World Trade System, efforts to provide effective debt relief, and appropriate macroeconomic reforms lead by the Bretton Woods Institutions. The six priority areas of ACTION required to realize the VISION set out by the IFPRI (1) were as follows: 

a) Strengthen the capacity of developing country governments to perform appropriate functions, such as maintaining law and order and assuming private sector competition in markets. The Governments should facilitate food security by facilitating a social and economic environment that provides all citizens with the opportunity to assure their food security.

b) Invest more in poor people to enhance their health, nutrition and productivity, and to increase their access to remunerative employment. Female education is among the most important investments for assuring food security.

c) Accelerate agricultural productivity by strengthening agricultural research and extension systems. Agriculture is the lifeblood of the economy in most developing countries, providing up to three-quarters of all employment and half of all incomes. Agriculture has long been neglected in developing countries resulting in stagnant economies and widespread hunger and poverty.

d) Promote sustainable agricultural intensification and manage natural resources soundly. Local control over natural resources must be strengthened and local capacity for management improved.

e) Develop effective low-cost agricultural input and output markets. Policies and institutions that favour large-scale, capital intensive enterprises over small- scale labour intensive ones should be removed.

f) Expand and realign international assistance. The current downward trend in international development assistance must be reversed, but aid effectiveness also needs to be improved. Recipient countries should develop a coherent strategy for achieving goals related to food security and poverty and should identify the best use of international assistance.

In the cooperation issue of South Africa Republic with the CEE countries in agricultural macro-economic policy it should be said „keep the faith that you are committed to a most noble cause, the wellbeing of the people, most of whom you do not know, whose needs you feel intensely. Redouble your efforts in whatever you do in nutrition, while being bold and imaginative”. May that thought motivate and focus the minds in explaining why the European Union has a Common Agricultural Policy (CAP), and to outline the way in which that Policy works. In cooperation with the Lome’ IV Revised Convention and the CEE countries seeking accession into the European Membership. In June 1996, the Government of South Africa announced a new macro-economic strategy, which incorporated its priorities for Growth, Employment, and Redistribution (Gear). The goals of the strategy are as follows: a) A complete fast-growing economy which creates sufficient jobs for all work-seekers. b) A redistribution of income and opportunities in favour of the poor. c) A society in which sound health, education and other services are available to all. d) An environment in which homes are secure and places of work are productive.

The strategy provides a renewed focus on budget reform to strengthen the redistribution thrust for expenditure. This is reflected in commitments to financing low-income housing, the national school feeding program, water and sanitation  projects, free primary health care services and enhanced small business support. At the heart of the strategy is the recognition that growth depends on an improved export performance, which in turn depends on maintaining a more competitive real exchange rate. To preserve the real depreciation which occurred in 1996, the inflationary effect  of higher prices needs to be countered. This is to be achieved in part through a reduction in tariffs. The strategy proposes that the average duty expressed as a percentage of total imports should be reduced from 10 % to 6 % by the year 2000, representing a partial compensation for the exchange rate depreciation that occurred in 1996. The macroeconomic strategy also proposes a reduction in the budget deficit from 5.1 % in 1996/97 to 4 % in 1997/98, with a long term aim of 3 % per annum. The mix between expenditure restructuring and tax reform through which the deficit reduction is to be achieved is not prescribed. However the strategy envisages that the overall tax burden relative to the  gross domestic product (GDP) should remain at its present level. Other factors which will contribute to the deficit reduction are the contribution of new public sector cash management arrangements and the possible contribution of privatization receipts.

The Government of the Republic of South Africa remains committed to the gradual removal of exchange controls and further steps have been announced on the abolition of restrictions on foreign exchange transactions. These measures include the enhancement of access of foreign investors to domestic credit, and an increase in the limit to which institutional investors are subject in acquiring foreign assets. Various tax incentives have been introduced aimed at encouraging employment and creating investments in manufacturing. These include the introduction of  accelerated depreciation allowances for all new investments in manufacturing plant equipment and buildings, and a tax holiday scheme which permits up to three two-year tax holiday for certain industries, depending in part on their location and the properties of human resource remuneration in value added. The incentives schemes came into effect on 1st October 1996.

A series of spatial development incentives are being developed, including the Maputo Development Corridor, expected to generate some R2o billion in combined private and public investment projects, developments along the Pietermaritzburg-Durban-Richards Bay Axis and projects in the Pretoria-Brits-Rustenburg area. The Government also proposed an acceleration of the process of restructuring of state assets, including several privatization or strategic equity partnership initiatives. Several radio stations were sold in 1996  and work in progress for the restructuring of Transnet. It has also realized the restructuring of Telkom, Sun Air, Aventura, the Airports company being finalized in 1997.

The Republic of South Africa macroeconomic strategy aims at a substantial acceleration in government investment and infrastructure. This includes the continuation of the electrification program and investment in the telecommunications infrastructure in the historically under-served areas. A program of infrastructural development by municipalities was embarked on in 1996. Around R 1.3 billion was allocated to some 1090 projects by the end of the year of 1997. This created employment for about 79 000 people by early 1997 with the project implementation running over the period of 1997 to 2000.

Alongside the flexible regulation of labour  markets, the Government proposed a substantially  increased commitment to productivity-enhancing training. A human resource development strategy for the agricultural sector had been initiated and a Green Paper published in 1997 whilst the White Paper. on Agriculture was published in June 1995.

Agriculture in the Republic of South Africa contributes about 4.4 % of the gross domestic product (GDP) and over 10 % of the employment. In terms of the constitution of the Republic of South Africa, the government agricultural functions are vested in the provincial headquarters. The provincial departments of agriculture are as follows:

.Farming development

.Agricultural economics services

.Agricultural engineering

.Animal health

.Veterinary public health and abattoirs

.Soil conservation services

.Financial aid

.Land administration

.Staff functions.

The following functions are the responsibility of the national department of Agriculture :

.Resource conservation.

.Key soil conservation works.

.Agricultural information.

.Livestock  improvement.

.Plant and quality control.

.Co-operative.

.Agricultural economic trends.

.Agricultural marketing.

.Auxiliary services.

.Livestock brands.

.Import and export of meat.

.Veterinary public health-standards and norms.

In 1994 a plan to broaden small farmers’ access to agriculture was announced by the Department of Agriculture in the Republic of South Africa where the broadening Access to Agriculture Thrust (BATAT) an agricultural development implementation strategy aimed at service provision for people who enter the agricultural sector for the first time, and the previously disadvantaged, within the provisions of the Reconstruction and the Development Program’s (RDP) principles.

The objectives of the Ministry of Agriculture BATAT are as follow :

.Design and establish mechanisms for broadening access to agriculture for previously excluded farmers.

.Facilitate the establishment of programs and projects for resource-poor farmers.

.Establish a framework of operation for agricultural development within which external donors can operate.

The BATAT task has identified twelve programs of action, also called lead programs, to address the need of farmers, as follows:

.The development of previously disadvantaged farmers’ associations.

.Addressing the problems of colleges of agriculture.

.The land –nurturing program.

.The re –orientation training of agricultural extension staff.

.The state guarantee scheme.

.The state farmer support scheme.

.A human resource development program.

. A basic agricultural glossary.

.A farmer training program.

.An increasing market awareness drive.

.Establishing a technology development master plan.

.Financial assistance pilot projects.

The objectives of BATAT have been integrated into the Republic of South Africa provincial agricultural departments' line functions with each one operating under its own banner. The National Department of Agriculture still by 1996 funded a number of national and provincial reconstruction and development projects such as:

-Training of small-scale vegetable farmers through the Boskop Training Group.

-Mobile veterinary clinics for use in rural areas of the North–West Province.

Bursaries for disadvantaged agricultural college students in the Northern Cape.

-Capacity building training for personnel of the North West Province’s Department of Agriculture.

-Funding of a small farmer summit in the North Cape.

-Practical training of agricultural college students in the Northern Province.

In September 1996, an agricultural training centre aimed at inculcating entrepreneurial skills in black farmers was opened in the Rietfontein area, south of Johannesburg. The main functions of the centre are to train and educate farmers about business plans, book-keeping accounting and other business skills.

TABLE 1 THE AGRICULTURAL CONTRIBUTION TO  THE REPUBLIC OF SOUTH AFRICA GDP FROM 1993 TO 1996

Year
GDP
AGRICULTURAL
CONTRIBUTION


(R million)
(R million )
%

1993
345 949
15 124
4.4

1994
385 092
19 320
5.0

1995
43o 424
18 839
4.4

1996
486 021
22 843
4.7

Source :The Republic of South Africa’s Agricultural and Management Information Centre.

Looking at the European Union Fisheries Policy to set alongside the CAP (Common Agricultural Policy) – but in most industrialized countries the prices of the goods and the incomes of producers in most industries are not subject to specific government intervention. Agriculture is generally a big and important industry. In measuring the agricultural contribution to the total output of the national economy (Gross Domestic Product, or GDP), or its share of the total national labour force (see  Table 1).

ABLE 2 THE AGRICULTURAL MACRO-ECONOMY IN THE EUROPEAN UNION FROM

1981 TO 1992

Year           Agriculture’s share of                                              Agriculture’s share of

                    The labour force (%)                                             Gross Value Added (%)


1981
1992
1981
1992

EU-12
9
6
9
3

Belgium
3
3
2
2

Denmark
8
5
7
3

Germany
5
4
2
2

Greece
31
22
17
15

Spain
19
1o
6
4

France
8
6
5
3

Ireland
17
14
13
8

Italy
13
8
6
4

Luxembourg
5
3
O
2

Netherlands
5
4
4
4

Portugal
27
11
1o
7

UK
3
2
2
2

Austria
1o
7
-
3

Finland
13
9
-
6

Sweden
6
3
-
3

Source :EUROSTAT (1995.

TABLE 3. THE EUROPEAN UNION AGRICULTURAL COMMODITY PRODUCTION PRICE CHANGE IN NORMAL VALUE IN 1996 AND IN 1997 IN THE FIELD CROP AND LIVESTOCK CATEGORIES FROM THE RESPECTIVE COUNTRIES.

____________________________________________________________( % )______

EU Countries
1997 /96 Field crop
1997 /96 Livestock
Total
1996 /95 Field crop
1996 /95 Livestock
Total

EU -15
-4.6
-o.3
-2.4
-o.5
1.o
o.2

Belgium
-2.4
1.8
o.2
-1.7
2.o
o.6

Denmark
-1.5
1.9
o.7
-1.4
4.3
2.2

Germany
+1.4
2.5
2.2
-5.5
1.3
-1.1

Greece
+4.4
4.3
4.4
6.8
o.2
5.o

Spain
-1o.1
2.7
-5.4
-3.1
4.6
-o.4

France
-3.6
3.4
-o.3
o.4
-o.9
-o.3

Ireland
-11.6
-6.4
-7.o
-11.9
-4.o
-5.o

Italy
-4.1
-2.1
-3.3
2.5
+1.2
+2.o

Luxembourg
+o.8
+o.1
+o.2
3.4
-5.1
-3.7

Holland
+1.3
+3.4
+2.4
-o.4
+3.2
+1.9

Austria
-o.3
+2.1
+1.6
+2.1
+o.5
+o.9

Portugal
-8.9
-2.1
-5.8
-o.2
+3.o
+1.2

Finland
-o.4
-2.2
-1.6
-9.2
-16.1
-14.3

Sweden
-7.4
-o.6
-2.5
-7.8
-2.6
-4.1

UK
-17.4
-11.9
-13.9
-7.4
2.3
-1.5

Source : EUROSTAT

TABLE 4. EUROPEAN UNION AGRICULTURAL COMMODITY PRODUCTION PRICE CHANGE

IN REAL VALUE IN THE RESPECTIVE MEMBER COUNTRIES FROM 1990 TO 1997.

______________________________(1990 : 100 )


199o
1991
1992
1993
1994
1995
1996
1997
1997/96

EU-15
1oo.o
97.3
89.5
84.9
85.1
85.6
82.8
78.9
-4.8

Belgium
1oo.o
98.1
92.4
83.8
84.8
79.9
78.8
77.5
-1.7

Denmark
1oo.o
96.2
92.8
8o.o
79.5
77.5
77.5
76.3
-1.5

Germany
1oo.o
95.2
91.3
8o.6
79.5
78.7
76.5
76.6
o.3

Greece
1oo.o
1o1.9
93.3
85.2
87.3
87.7
86.5
85.2
-1.5

Spain
1oo.o
94.8
83.4
84.1
88.8
94.1
9o.3
83.5
-7.6

France
1oo.o
97.8
89.6
83.5
82.6
81.9
78.3
77.o
-1.8

Ireland
1oo.o
93.4
91.9
96.6
95.8
95.5
89.3
81.4
-8.8

Italy
1oo.o
1o2.8
89.8
87.9
87.5
9o.9
89.2
84.o
-5.8

Luxembourg
1oo.o
89.6
82.3
78.o
76.o
73.6
69.9
68.9
-1.4

Holland
1oo.o
1oo.8
92.1
83.4
84.2
84.9
84.8
84.8
o.o

Austria
1oo.o
97.1
92.4
‘087.3
85.5
63.2
62.7
62.3
-o.5

Portugal
1oo.o
86.5
73.2
7o.6
72.7
72.6
71.2
65.5
-8.1

Finland
1oo.o
92.6
89.7
87.7
86.5
63.9
54.4
53.o
-2.5

Sweden
1oo.o
91.5
86.4
79.3
81.6
79.8
76.1
73.1
-o.4

UK
1oo.o
93.7
91.9
94.5
93.1
98.7
94.9
79.9
-15.9

Source : EUROSTAT

TABLE 5. THE EUROPEAN UNION REQUIRED  AGRICULTURAL PRODUCTION INPUT PRICE CHANGE IN NORMAL VALUE IN THE YEARS 1995, 1996, AND 1997.

( % )

COUNTRY
1997 /96
1996 /95
1995 /94

EU –15
1.3
3.9
2.9

Belgium
1.7
3.7
o.5

Denmark
o.8
3.1
o.9

Germany
1.7
2.5
o.5

Greece
3.2
8.2
6.8

Spain
2.7
4.2
3.7

France
1.9
3.8
1.7

Ireland
-o.3
2.8
2.3

Italy
1.2
3.6
7.6

Luxembourg
o.2
2.4
1.4

Holland
o.4
4.1
3.3

Austria
2.5
3.7
-o.3

Portugal
-2.o
1.o
4.2

Finland
2.4
2.1
-19.5

Sweden
1.8
5.4
5.8

UK
-1.7
5.5
3.3

Source :-EUROSTAT.

TABLE 6. THE EUROPEAN UNION  REQUIRED AGRICULTURAL PRODUCTION INPUT PRICE

                  CHANGE IN REAL VALUE BETWEEN 1990 AND 1997. (1990=100).

COUNTR.
1990
1991
1992
1993
1994
1995
1996
1997
1996 /97

EU –15
1oo.o
97.5
95.2
93.5
91.3
9o.9
92.3
91.1
-1.3

Belgium
1oo.o
97.o
94.5
9o.9
88.6
87.2
89.1
89.2
o.1

Denmark
1oo.o
96.7
94.1
92.7
89.1
87.6
88.6
87.o
-1.6

Germany
1oo.o
98.3
96.o
91.9
9o.o
88.5
89.8
91.1
o.1

Greece
1oo.o
1o4.7
1o3.5
1o1.5
98.4
95.1
95.3
91.8
-2.6

Spain
1oo.o
96.o
92.o
91.o
89.5
88.3
88.7
88.7
-o.1

France
1oo.o
97.9
96.2
94.2
92.6
92.6
94.4
94.4
o.4

Ireland
1oo.o
97.3
94.3
92.9
91.7
9o.8
92.7
9o.1
-2.9

Italy
1oo.o
96.o
92.8
95.7
93.1
97.9
97.1
93.5
-3.6

Luxemb.
1oo.o
98.7
96.o
91.4
89.5
89.o
91.1
9o.7
-o.4

Holland
1oo.o
96.8
95.2
9o.9
87.5
88.7
9o.9
88.6
-2.6

Austria
1oo.o
98.8
96.2
93.7
88.9
85.2
87.7
88.9
1.6

Portugal
1oo.o
94.5
89.1
79.9
76.2
75.7
73.4
69.3
-5.9

Finland
1oo.o
1o2.8
1o2.4
1o2.o
96.6
74.7
75.9
77.4
2.o

Sweden
1oo.o
95.3
92.9
88.3
88.1
9o.8
96.8
97.2
o.5

UK
1oo.o
97.9
97.2
1oo.1
98.o
97.9
1o1.3
96.8
-4.6

Source :- EUROSTAT.

1.ACC/SCN (1998): The challenges for the 21st Century: A gender perspective on nutrition through the life cycle. ACC/SCN Symposium Report Nutrition Policy Paper # 17 November 1998.

3. EUROSTAT (1995): Agriculture statistical yearbook, 1995, pp. 30, 31.​

2.1 THE COMPARATIVE SOUTH AFRICAN AGRICULTURAL MACROECONOMIC POLICY CASE-STUDY WITH THE HUNGARIAN CASE-STUDY

2.1.1 THE  REPUBLIC OF SOUTH AFRICAN MACRO-ECONOMIC DEVELOPMENT POLICY
The South African economy is one of the most open economies in the World, in the sense that foreign trade accounts for much higher share of the gross national product (GDP) than in the case of many other countries. This also means that the economy is highly susceptible to trends and development in the economies of major trading partners. In 1996, when the GNP at market prices totalled R 53o 683 million, exports of goods and non-factor services (including gold) totalled R 143 682 million and imports R 139 647 million. Foreign trade thus constituted almost 53.4 % of the GNP. Further more, the balance of the current account of the balance of payments swung from an average surplus of 2.6 % of the GNP for the period of 1985 to 1993 to deficits of 0.3 % in 1994, 2.1 % in 1995 and 1.6 % in 1996.

South Africa’s trade surplus increased from R 5 864 million in 1995 to R 8 786 million in 1996. The value of merchandise imports rose sharply from R 97,9 billion in 1995 to no less than R 116,3 billion in 1996, or by 18.7 %. At the same time, the value of merchandise exports increased from R 81,3 billion to R 98,8 billion, where as the value of South Africa’s net gold exports advanced from R 22,5 billion in 1995 to R 26,3 billion in 1996. Due to the restrictive measures to monetary policy in Republic of South Africa there was a single figure increase of 9.7 % in 1993, followed by rates of increase of 9 % in 1994; 8.7 % in 1995, and 7.4 % in 1996. South Africa having contracted at rates that varied between 0.3 % and 2.2 % between 1990 and 1992, its real GDP grew by 3.1 %, slightly below the 3.4 % recorded in 1995. These increases brought the growth in the economy since 1993 to a level significantly above the average rate achieved in the eighties and early nineties, which amounted to just 1 % per annum.

Aggregate output growth in 1996 was fairly broadly-based and occurred in all the main sectors of the economy, with the notable exception of the gold-mines. As a ratio of GDP, the value of gold output has contracted from approximately 10 % in the second half of the seventies to below 5 % in the first half of the nineties. However, the sustained increase in South Africa’s real GDP during 1996 can mainly be attributed to the revival in the real value added in the primary sectors from a decline of 7.5 % in 1995 to an increase of 7.8 % in 1996. This increase in output growth by the primary sectors is explained by a surge of no less than 25.8 % in real agricultural production due to the significant increase in the maize crop harvested and the fact that the wheat production rose by nearly 40 % during 1996. In the secondary sectors, the rate of growth in total real production fell back from 6.4 % in 1995 to 1.2 % in 1996. This slow-down in real value added by the secondary sector can be attributed to the sluggish performance of manufacturing output which fell back from an increase of 7.6 % in 1995 to only 0.4 % in 1996.

At the beginning of the current economic upturn, the growth in real gross domestic expenditure accelerated from 1.6 % in 1993 to 6.5 % in 1994 before it slowed down to 5.2 % in 1995. For the calendar year 1996, the growth in real gross domestic expenditure receded further to an estimated 3 % which is broadly in line with the growth in production.

After real gross domestic expenditure had increased at a very high rate of 12 % in the second quarter of 1996, it declined by 2 % in both of the last two quarters of that year. This turn around in domestic expenditure can be attributed to a substantially smaller accumulation of inventories and a slow-down in real domestic final demand. Real private consumption expenditure increased at seasonally adjusted annualized rates of between 3 % and 4 % during the first three quarters of 1996. The growth in real private consumption expenditure then slowed down to 2.5 % in the fourth quarter. The slackening of the growth in real household outlays on consumption expenditure, which had been brisk in 1995 and the first three quarters of 1996, was accounted for slow-downs in consumer spending on semi-durable goods, non durable goods and services. In contrast, a sharp rise in expenditure on motor cars allowed total outlays on durable consumer goods to rise sharply in the fourth quarter of 1996.

TABLE 7. THE REPUBLIC OF SOUTH AFRICAN PERCENTAGE CONTRIBUTION OF VARIOUS SECTORS TO THE GROSS DOMESTIC PRODUCT (GDP) FROM 1994 TO 1996 AT CURRENT PRICES


1994 
1995
1996

Agriculture, forestry &fisheries
5.1
4.4
4.7

Mining
8.6
7.8
8.1

Subtotal Primary
13.7
12.2
12.8

Subtotal Secondary
3o.6
31.4
3o.7

Subtotal Tertiary
55.7
56.4
56.5

Total
1oo.o
1oo.o
1oo.o

Source: South African Reserve Bank.

The ratio of gross domestic savings to GDP declined from 17 % in 1995 to an average of 16.5 % in 1996. This low level of domestic saving was also evident in the shortfall of domestic saving relative to total gross domestic investment in the economy: in 1996, 8.5 % of total gross domestic investment had to be financed from reserves or through an inflow of foreign capital into the economy. The net dis-saving by the national Government relative to the GDP contracted from 4 % in 1995 to 3.5 % in 1996. This improvement in government dis-saving was due to sharp increases in tax receipts which rose proportionately more than the Government’s current expenditure in 1996,compared with an average ratio of 26 % in the first half of the 1990s and 22.5 % in the 1980s.

Net saving by thew corporate sector as a percentage of GDP remained almost unchanged at the level of about 6 % registered in 1995. Although saving by the corporate benefited from the steady improvement in the gross operating surpluses of business enterprises during 1996, total saving by the private sector edged downwards due to the deterioration in net saving by the household sector. In 1996, the net saving ratio by the household sector declined to 1 % of the GDP compared with 1.5 % in 1995. That could mainly be attributed to an increase in direct taxes paid by households during 1996.
TABLE 8. THE REPUBLIC OF SOUTH AFRICAN GDP BY KIND OF ECONOMIC ACTIVITY AT CURRENT PRICES AND AT FACTOR INCOMES (R-million)

FROM 19993 TO 19996.

Period
Agricul.

Forestry mining
Mining,& quarrying
Manufa-cturing
Const-

ruction
Electricity gas and water
Transport and communi-cation
Trade
Other
Total GDP at factor incomes

1993
15 586
3o 5o5
81 167
11 249
13 969
26 78o
55 699
11o 994
345 949

1994
19 8o2
33 172
9o 177
12 281
15 5o6
29 o3o
61 45o
123 674
385 o92

1995
18 779
33 742
1o4 6oo
13 5o9
17 o29
33 321
7o 189
139 7o3
43o 872

1996
22 55o
39 122
114 916
14 315
18 96o
37 154
77 752
158 2o5
482 974

Source :- Republic of South African Central Statistical Service.

TABLE 9. THE REPUBLIC OF SOUTH AFRICAN CAPITAL ACCOUNT OF THE BALANCE OF PAYMENTS (R million), 1990 TO 1996.

Capital movement

Period          Private Sector             
Public authorities/corporations and banking sector


Long-term
Short term
Long-term
Short term
Total capital movement

(net inflow)
SDR allocations and valuation adjustment
Total change in gross gold and other foreign reserves

1990
-   65o
  -2 351mn
   548
    681
 -1 772
 -52o
  359

1991
-2 657
  -2 629
   927
 2 2o5
 -2 154
 -468
2 541

1992
-3  964
  -6 464
 2 453
 3 267
 -4 7o8
   326
1 4o1

1993
 2 675
-12 213
-2 947
-2 756
 -15 241
1 61o 
  -155

1994
  775
  -4 48o
2 728
  5 3o5
-4 328
   344
3 o52

1995
6 448
  -3 51o
8 677
  7 619
19 234  
   163
4 o86

1996**
 -826
-12 o42
5 711
11 o13
  3 8656
3 243
-1 384

Source: South African Reserve Bank. (A minus sign indicates an outflow; **-sign means provisional figures).

South Africa has a dual agricultural economy comprising a well-developed commercial sector as well as a predominantly subsistence-orientated sector in the traditionally settled rural areas. Applied research results and improved farm management have more than doubled agricultural production during the past thirty years. To-day, South Africa is not only sufficient in virtually all major agricultural products, but in a normal year is also a net food exporter. Although farming conditions are not ideal and the number of commercial farming units have decreased from 100 000 to 60 000 during the past thirty years, R 8 592 million worth of food was exported in 1995, representing approximately 9.15 % of the country’s total exports (including gold). In May 1995, there were 70 000 small farmers and 50 000 subsistence farmers in the country. In monetary terms, agriculture’s share in the economy has long since been outstripped by those of the mining and secondary industry. In 1960, agriculture contributed R 551 million (or 11.1 %) to the GDP, compared to about 20 % in the thirties. By 1995, farming’s share in the GDP had dropped to 4.4 %, although the gross value of production in 1995/96 was more than R 30 133 million.

Despite the farming industry’s declining share in the GDP, it remains of vital importance to the economy, development and stability of southern African region. The various sectors of the industry employ more than a million people. Only 11.4 % of South Africa’s surface area is suitable for cultivation. By the World standards the country’s arable resources are poor. Rainfall is unreliable and the country as a whole is subject to severe recurrent droughts, which are sometimes broken by devastating floods. The unreliable and variable rainfall explains why irrigation farming is such a vital component of the agricultural industry. A large variety of crops such as sugar, citrus, vegetables and grains is cultivated under irrigation.

One of the greatest future challenges will be to utilize the limited resources and to conserve them for posterity. It is often emphasized that South Africa is not richly endowed with agricultural resources and that it subject to changing weather conditions which impede farming activities. The sustainable utilization of the available resources makes complex demands on producers.

Over-exploitation, droughts and other natural disasters with the accompanying relinquishing of agricultural land for non-agricultural purposes exert great pressure on the sustainable utilization of agricultural resources. Sustainable utilization of agricultural resources includes the following principles:

.It should be in harmony with natural environmental factors.

.It should not occur at the expense of natural resources.

.It should be founded on a healthy economic basis.

Agriculture is the only single consumer of the surface water in the country. The quantity of the water used for irrigation from this source is the highest in the World. The areas currently under irrigation and those that have the potential to be irrigated total an excess of one million hectares. Most of this land is situated in the sub-humid (high-veld) or semiarid parts of the country. Irrigation is most intensive in the in the South Western areas of the Western Cape, the Low-veld of Mpumalanga, the middle and lower reaches of Orange River in the Northern Cape, and along the Fish and Sunday rivers in the Eastern Cape.

The country can be divided into a number of farming regions according to climate, natural vegetation, types of soil and the type of farming practiced. Agricultural activities in these regions range from intensive crop production and mixed farming in winter rainfall and high summer rainfall areas, to cattle ranching in the Bush–veld and sheep farming in the more arid regions.

2.1.1.1. THE REPUBLIC OF SOUTH AFRICAN AGRICULTURAL SECTORAL POLICY

The South African Government’s White Paper on Agriculture was published in June 1995. The proposed policy for the National Department of Agriculture in accordance with the Constitution and complies with the requirements of the RDP. The main objectives to be pursued are as follows:

.Broadening access to agriculture for those who were previously excluded or did not have full access.

-Offering financial and technical support to beginner farmers lacking the resources to enable them to eventually become independent commercial farmers.

-The maintenance and development of an economically viable, market directed, competitive commercial farming sector with the family farm as basis.

-The promotion of national and domestic food security.

-The development and support of marketing system which will bring about free competition domestically as well as maximum benefits overseas for South African farmers.

-A production approach based on the sustainable use of the natural agricultural and water resources.

-Promoting the roles of women and farm workers in agriculture. The following priorities, among others were identified to address the problems women are facing:

-To adopt policies and programs to facilitate women’s participation in agricultural extension, production techniques and marketing strategies.

-To take positive action to assist small scale rurally based agricultural enterprises managed by women.

-To improve women’s decision making abilities in agricultural activities through improved access to technological information and training. 

-To recognize and assist women in their central role as food providers.

-To establish mechanisms to assess and address the adverse impact of development and environmental policies on women

-Taking into account that drought is a natural phenomenon when doing production and marketing planning.

The Agricultural Policy was launched by the Presidential Mechanization Lead at the beginning of 1996. The project is a facilitation process and the community will still have to add other implements either through applying to participate in the Government Scheme or by using their own resources. A number of tractors were presented to the Government by Massey Ferguson. The Deputy Minister of Agriculture and officials visited Ursus Tractors Company in Poland and the Ferguson Company in United Kingdom in connection with the project Ursus Company offered sixty tractors for the Presidential Lead Project and struck a deal in the agricultural market.

The outlay of agricultural policy is as follows:

a) Production: A decrease in production is the primary reason for a general rise in producer prices. In general the prices of agricultural products increased by 2.7 % from 1995 to 1996. Prices of field crops increased by 0.8 %, horticultural products by 8.4 % and those of livestock products increased by 2.4 %. The net income of the country's 60 000 commercial farmers increased from R 9 983 million in 1995 to R 13 076 million in 1996. See table 6.
TABLE 10. THE GROSS VALUE OF SOUTH AFRICAN AGRICULTURAL PRODUCTION 1995/1996   R- MILLION

Field crops.



Maize                              5 994.7
Horticulture
Livestock products

Wheat                             1 568.8
Viticulture                       1 213.6
Wool                                498.1

Hay                                1 48o.8
Citrus                               1 321.5
Dressed Poultry &eggs 6 544.6

Grain sorghum                 254.5
Subtropical  fruit                411.o
Cattle &calf slaughtered  896.o

Sugarcane                      1 75o.8
Deciduous and other fruit 1 962.3
Pigs slaughtered               539.o

Groundnuts                      317.4
Vegetables                        1 586.8
Fresh milk                      1 661.9

Tobacco                           219.7
Potatoes                            1 o172
Diary products                  948.o

Sunflower seed                681.9
Others                                   681.4
Other                                 8o3.o

Cotton                             241.o
Total                                 8 193.8
Total                             14 83o.o

Other                               558.7



Total                           13 o68.3



Source :South African Agricultural Statistics and Management Information Centre

 b) Field Crops and horticulture: Of the total cultivated area of approximately 10 million hectare in South Africa, about 36 % is under maize and 21 % under small grains. These crops, together with oil seeds and sorghum, occupy about 2/3 of total arable land. About 15 000 farmers produce maize mainly in the North-West; the North–Western; Northern and Eastern Free State; the Mpamalanga Highveld, and the KwaZulu–Natal Midlands. Wheat is South Africa’s most important grain crop after maize. It is produced in the Winter rainfall areas of the Western Cape and summer rainfall areas of the North West, Northern Province and the Free State. Barley is produced mainly on the Southern coastal plains of the Western Cape, with 95 % of the local barley being produced here. Sorghum is cultivated mostly in the drier parts of the summer rainfall areas. Groundnuts are grown in the Northern Province, Mpumalanga, the Northern Free State and the North West. South Africa is the World’s tenth largest producer of sunflower seed, with an annual harvest of between 175 000 and 630 000 tons. Sunflower seed is produced on the Mpumalanga Highveld, in the North-West and the Free State. South Africa is the World’s tenth largest sugar producer. The bulk of the sugar crop is cultivated in the frost free coastal areas and the KwaZulu-Natal Midlands However, approximately 10 % is grown under irrigation in the southern parts of Mpumalanga.

Deciduous fruit is grown mainly in the Western Cape as well in the Lang, Lkloof Valley in the Eastern cape.

Smaller production areas are found along the Orange River, in the Free State, Mpumalanga and Gauteng. This industry’s export earnings represent 21 % of the country’s total earnings from agricultural exports.

About 100 00 ha of land is covered by vineyards. Approximately 90 % of this consists of wine grapes planted in the winter rainfall region of the Western Cape. Smaller plantings also occur in the Northern Cape (mainly grapes for the production of raisins), Free State and in the Northern Province. In 1995 South Africa accounted for 3.5 % (950 million gross litres) of the World’s wine production from only 94 000 ha of land that is under vines. Per capita wine consumption in South Africa is 9.01/ year.

Citrus production is largely limited to the irrigation areas of the Northern Province, Mpumalanga, the Eastern and Western Cape, and the KwaZulu Natal. There are 3 000 citrus farmers who produce an annual crop of about 837 433 tons from about 13 million trees. Pineapples are grown from the Eastern Cape and Northern KwaZululand Natal. The usual subtropical crops such as avocados, mangoes, bananas, litchis, guavas, paw-paws, grenadillas, macadamia and pecan nuts are produced mainly in Mpumalanga and Northern Province at, among other places, Levubu and Tzaneen, and in the Subtropical coastal areas of KwaZulu–Natal and the Eastern Cape. In 1996, bananas were produced under a huge plastic cover by a banana grower in the Northern Province by the Agricultural Research Council (ARC) which gave aid to the project.

About 40 % of the country’s potatoes is grown in the higher lying areas of the Free State and Mpumalanga. The Northern Province, Eastern, Western and Northern Cape and the higher lying areas of KwaZulu-Natal are also important areas of production. Approximately 2/3 of the country’s total potato crop is produced here under irrigation. In terms of gross income to the grower, tomatoes, onions, green mealies and sweet corn are probably the most important crops. These crops contribute 27 %, 14 % and 17 %, respectively, to the income derived from vegetables. Tomatoes are produced countrywide, but mainly in the Northern Province; the Mpumalanga Lowveld and Middleveld; the Pongola area of KwaZulu–Natal; the southern parts of the Eastern Cape and in the Western Cape. Onions are grown in Mpumalanga; the districts of Caledon, Ceres and Worcester in the Western Cape, Venterstad and the adjoining areas of the Southern Free State. The production of cabbages is concentrated more in Mpumalanga and the Camperdown and the Greytown districts of KwaZulu –Natal. Cotton is produced mainly in the Northern Province. It constitutes 74 % of the natural fibre and 42 % of all fibre processed in South Africa. 75 % of local production is harvested by hand. Virginia tobacco is mainly produced in the Mpumalanga and Northern Province areas with smaller quantities of Oriental tobacco being produced in the Western and Eastern Cape. There are more than 1 000 growers in the country who produce an annual average of 33 million kg on about 24 000 ha of land. The crop represents 173 different grades of virginia and five different grades of Oriental tobacco. Rooibos tea is an indigenous herbal beverage produced mainly in the Cederberg area of the Western Cape. There are 280 producers and some 580 tons of tea is exported annually. Rooibos Tea Natural Products (Pty) Ltd markets the product. See table 7.
TABLE 11. THE REPUBLIC OF SOUTH AFRICAN PRODUCTION OF IMPORTANT FIELD CROPS AND HORTICULTURAL PRODUCTS IN THE YEARS 1995/ 96 (‘000 t).


                            1995 / 96

Maize
9 956

Wheat
2 6o4

Grain sorghum
536

Ground nuts
144

Sunflower seed
784

Sugar cane
16 714

Deciduous fruit
1 269

Citrus
591

Subtropical fruit
419

Vegetables
2 o16

Potatoes
1 486

Source : South African Agricultural Statistics and Management Information Centre.

c) Livestock: Livestock is farmed in most parts of South Africa. Numbers vary according to climatic conditions. Stock breeders concentrate mainly on the development of breads that are well adapted to diverse climatic and environmental conditions. The latest estimates for cattle and sheep are 13.4 million and 28.9 million respectively. South Africa normally produces 85 % of its meat requirements while the other 15 % is imported from Namibia, Botswana and Swaziland. Diary farming occurs throughout South Africa with the highest concentration of diary farms in the eastern and northern Free State, the KwaZulu–Natal Midlands, the Eastern and Western Cape, the Gauteng metropolitan area and the southern parts of Mpumalanga. Holstein Fresians (76 %) and Jerseys 16 % are the predominant diary breeds, followed by Aryshire and Guernseys. The average of fat-collected milk from officially recorded, registered Holstein Friesian and Jerseys cows is 5 369 kg and 4 533 kg respectively. Cattle ranches are found mainly in the Northern and Eastern Cape, parts of the Free State and the KwaZulu–Natal, and in the Northern Province. The indigenous Afrikaner, Bonsmara, Drakensberger and Nguni are popular beef breeds but British, European and American breeds such as Brahman, Charolais, Hereford, Angus, Santa Gertrudis, Simmentaler and Sussex are maintained as pure breeds and used in cross-breeding. The Bonsmara, a very fertile breed, was bred from the Afrikaner, Hereford and short-horn breeds, and adapted to warmer climates.

The Taurus Livestock Improvement Co-op (Irene, Pretoria) provides the country’s beef farmers with an annual average of 110 000 units, and the diary industry with 580 000 units of semen for use in artificial insemination. The Co-op normally has 400 prime quality bulls and strives to improve South Africa’s stock. The meat industry has improved in recent years, in 1996 1.7 million head of cattle were slaughtered. In the same year, the gross value of the red meat industry was estimated to be about R 4 543 million. Sheep farming is concentrated mainly in the Northern and Eastern Cape, Western Cape, Free State and Mpumalanga. In 1995/ 96, Ermelo in the Mpumalanga Province was the largest wool producing district with 1.895.206 kg for the seventh consecutive year. Most sheep are fine-woolled merinos (50 %), which yielded an average of some 3.6 kg of wool per sheep during the 1995/96 season.

In 1995/96, a total of 61.5 million kg of wool (greasy) was produced. White-woolled breeds (other than the merino) produced 6.6 million kg of wool during the years 1995 / 96 season at an average of 1.3 kg per sheep. These breeds include the locally developed Afrino and Letelle (woolled mutton breeds adapted to arid conditions), merino, Dormer, the South African mutton merino land sheep.
2.1.2 THE HUNGARIAN MACROECONOMIC DEVELOPMENT POLICY

The macroeconomic development trend has continued with GDP growth being equivalent to 4.4 % in 1997 and close to 5 % in the first half of 1998. According to the figures provided by the Central Statistics Office, the annual growth in household consumption was equivalent to 0.9 % in 1997 and rose to 2.9 % in the first half of 1998. The Hungarian capital expenditures on fixed assets rose by 8.8 % over 1997 and accelerated further during the first half of 1998. The export trend magnitude had been positive, growing at an annual rate of 26.4 % in 1997 and only slightly less in the first half of 1998. The forces of demand and supply in the open policy market, has experienced the strengthening of domestic demand and the high import content of the most dynamic exports causing imports to grow at similar rate, thus limiting the net contribution of exports to GDP growth. The Hungarian industrial output rose by 11 % as sales to export markets increased by more then 30 %, counterbalancing a 1.5 % fall in domestic revenues. During the first seven months of 1998, industrial growth accelerated even further as exports remained buoyant and less growth in the domestic market resumed.

According to the European Union Policy terminology, the 1997 trade deficit in goods and services more than halved relative to 1996. The current account deficit fell from 3.8 % of GDP to an estimated 2.2 %. This gap had been financed by the FDI flows that continued unabated, confirming Hungary’s attractiveness to foreign investors and supporting a further improvement in its debt service indicators. The target deficit for the general Hungarian Government budget in both 1997 and 1998 was 4.9 % of GDP. The 1997 deficit amounted to an estimated 4.6 % of GDP.

The monetary management of crawling-peg exchange rate system that was adopted on March 1995 still serves as a nominal anchor for monetary policy and allows the Independent National Bank of Hungary (NBH) to efficiently manage the competitive and speculative pressures that derive from the country’s high rate of inflation. Under this banking system package, which is characterized by a narrow 4.5 % fluctuation band, the central rate of exchange between the forint and its currency basket (consisting of 70 % Euros and 30 % dollars, as from 1st January 1999) is depreciated by a fixed amount each day. This rate of crawl is announced several months in advance and is chosen, by the NBH and the Government, to be consistent with national and international inflation and productivity developments. Hence, as the twelve-month rate of inflation has fallen, the rate of crawl has been reduced seven times from 1.9 % at its introduction in 1995 to 0.7 % in October 1998 and a further move to 0.6 % per month was envisaged for January 1999.

Over the period 1995 to mid-1998 much of the Central Bank’s attention focused on sterilizing capital inflows principally in the form of foreign investment. Two basic techniques were employed in Hungary as follows: The usage of receipts from the privatization to pay down the foreign denominated debt of the general government. As a result of these efforts, economy-wide gross foreign debt (including inter-company loans) fell by $ 3 billion to about $ 24 billion by the end of 1997 (52.6 % of GDP) and a net foreign debt of $ 11 billion (24.7 % of GDP). The autonomous inflows, principally green-field investments were sterilized through the banking system using one-month standing facility introduced in 1996.

2.1.2.1 THE AGRICULTURAL SECTORAL POLICY

Hungary has a total land area of only 93 000 km2 (9.3 million hectares), of which 70 per cent is suitable for agricultural production. This is an extremely high percentage by international standards. With nearly three-quarters of the land under agricultural and forestry cultivation, Hungary has one of the highest levels of intensive cultivation in Europe. For International comparisons, on the assumption of constant prices, from 1977 to 1987 agriculture contributed 14.8 % of the GDP of Hungary. This represented an increase of 24.5 per cent which was greater than the 20.5 % increase in the industrial sector.

In 1980 less than 30 % of the total Hungarian exports were paid for in hard currency. By 1988 this had increased to nearly 75 % and there had been further increases in the last two years. An important trend in relation to exports is that the proportion of processed or ready made products is increasing in relation to raw materials. In 1988 Hungary exported 1.7 million tons of wheat, 166 thousand tons of sunflower, 366 thousand tons of fruits, 1.8 million hectolitres of wine, 150 thousand tons of raw meat and 234 thousand tons of slaughtered poultry. Canned fruit and processed vegetables accounted for 182 thousand and 350 thousand tons of export respectively. Food prices for consumer increased by 11.8 % between 1979 and 1980, 6.3 % between 1981 and 1984, 9.2 % between 1985 and 1988 and 20 % in 1989 (1).

Although agricultural share in the overall economy has decreased in recent years, it still accounts for 6.6 % of GDP and employs around 8 % of the working population. The arable land remains fairly stable, with cereals as the main crops, covering 60 % of the arable land. However the Government is discussing a possible reduction of its cultivated grain area by around 10 % in order to reduce overproduction. According to preliminary estimates there was no growth in 1997. The livestock sector declined in 1997, combined with a modest growth in crop output, the result was a 0.6 % decrease of Gross Agricultural Output, compared to 1996.

The completion of mass infrastructure privatization process in late 1997 has not led to a break-up of farm structures in Hungary with large scale farms remaining important. However in addition to traditional very small-scale production, a new independent middle-scale agricultural sector is developing. In 1997 total agricultural exports amounted to 2.5 billion ECU and imports amounted to 959 millions ECU. This resulted in a positive agricultural trade balance (1.5 billion ECU), compared to an overall trade deficit (-1.8 billions ECU). The current macroeconomic repercussion situation in Russia is going to have an impact in economic developments in Hungary as the latter exported 20 % and 18 % of its agricultural-food production in 1996 and 1997 respectively to Russia. Hungary has a substantial positive trade balance with the European Union in the agricultural-food sector amounting to 509 million ECU.
References:
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THE  AGRICULTURAL MACROECONOMIC POLICY OF POLAND CASE-STUDY

2.1.3.1
THE MACROECONOMIC DEVELOPMENT POLICY OF POLAND
After commencing economic reforms in 1989, the government of Poland adopted a policy of ‘shock therapy’ for the economy, which entailed price control abolishment, trade liberalization, sharp currency devaluation, tightened monetary policy, and privatization of state-owned enterprises in a single step. As a result, the economy experienced a temporary tailspin, but recovery was swift. In 1992, Poland’s GDP began to grow again, and in 1995 it rose by 7 %. Consumer price increases have also settled to approximately 28 %. In 1996 Poland became a member of the OECD.

In January 1990, OECF provided a Y 21.39 billion commodity loan to Poland through the Currency Stabilization Fund established by several Western countries, which is aimed at improving the country’s balance of payments [1]

The aims of assessing the impact of the European Agreements on trade between the Associated Countries, the EU and South Africa, and the likely evolution of aggregate trade flows during the next decade under different scenarios. Abroad quantification of how accession to the EU (and thus to the Single Market) will affect the magnitude of trade between the EU and the Associated Countries will then be undertaken. The bi lateral trade relationship requires a clear definition of the concept of competitiveness. Therefore, a distinction must be made between macroeconomic and microeconomic competitiveness in the Polish case-study. Furthermore, short term and long term issues have to be dealt with independently. Against this background the case-study intends to compute various indicators for the CEE countries’ economy. In order to approximate the structural , or long term macroeconomic performance of countries, both levels of development and convergence issues have to examined. In the short run, the macroeconomic approach to competitiveness is based on the evolution of real exchange rates, relative prices, and relative unit labour costs.

TABLE 1. THE MACROECONOMIC BAROMETER OF POLAND 

AS OF 31ST DECEMBER 1997.

GDP Growth
%
Activity NACE Section.
Total
State Enter-prise
Com-mercial

______

Total
Law Compa-nies. 

_____

Limited com-panies
Civil Com-panies
Coope-ratives
Founda-tions and Associa-tions.

1997
6.9
Agriculture, hunting and forestry, fishing
14 418
57
2 813 
2 744
3 o42
3 66o
2 29o

1998*
4.8
Mining and quarrying
732
65
443
392
215
8


1999*
3.5
Manufac-turing
72 973
1 431
27 329
26 o41
4o 187
2 453
-

INFLA-TION

Electricity, gas and water supply
1 644
34
76o
644
196
8
-

1997
14.9
Construction
39 231
645
15 589
14 594
21 6o1
9o1


Latest figure
6.2 [March]
Wholesale and retail trade; repair of autos 
171 882
395
45 896
43 996
121 156
3 661
-

1998*
11.8
Hotels and restaurants
12 622
17
2 o45
1 986
1o 16o
4o
-

1999**
7.o
Transport, storage and communi-cations
15 784
422
5 55o
5 322
9 263
295


Interna-tional Reserves[ USD]
26.4 [April]
Financial  Activity
5 48o
1
1 7o6
1 189
1 872
1 697
-

Current Account.

Real estate, renting and business activities
6o o11
266
19 214
18 2o2
25 o89
6 767
3

1997[USD mn]
4.268
Public admi-nistration and defence compulisory socialsecurity
8 669
-
15
14
7
-
2 26o

AS % of GDP*
-3.1
Education
23 694
-
759
737
1 6o1 
39
35

1998[USD mn]
681o
Health and social work
16 314
26
7oo
676
3 869
73
-

As % of GDP*
-4.6
Other Community, social and personal service activities.
63 367
1o
2 646
2 516
7 o83
173
24 o32

Trade Balance










1998 [USD mn]
18825









Latest Figure. [USD mn]
2329 [Jan.-Feb]









Foreign Direct Invest-ment.










Cumula-tive [ USD bn]
22.5 [ Jun. 98]









Per capita*
$581









Budget Balance










Latest Figure[USD mn]
2253 [Jan-Mar]









1998
3786 [Jan-Dec ]









1998 [in % of GDP]*
-2.5









1999 [in % of GDP]*
-2.4









Other Indica-tors
38.7









Popula-tion [mn]
38.7









GDP 1997 [
135.6









GDP Per Capita.
$3,5o4









Source: CEE Review 1999[2] and CESTAT [3].

The diagnosis of the Central Eastern European Countries’ macroeconomic policy structure shows that Poland’s GDP in the previous year flow in 1989 was 0.2 %; in 1993 was 3.8 %; in 1996 was 6.0 %; in 1997 was 6.9 %; in 1998 was 4.8 % [see table 2].

TABLE 2. THE  YEARLY GDP INCREMENT FLOW OF THE CEE COUNTRIES

[ PREVIOUS YEAR = 100 % ].

CEE Countries
1989
1993
1996
1997
1998

Czech
o.7
-o.6
1.3
4.6
5.o

Hungary
o.2
3.8
6.o
6.9
4.8

Poland
1.o
-3.7
6.6
6.5
5.2

Slovakia
1.o
-3.7
6.6
6.5
5.2

Slovenia
-o.5
2.8
3.3
3.8
4.o

Source :-EUROSTAT

                                                                                Stable Products

EU –European Union

EGT -Egypt

CEEC –Central European Countries

RSA –Republic of South Africa

                                                                                 EU


                                                                                   EGT    

                                                                         CEEC

                                                                                                       RSA


                                   Winners                                                                     Losers

Figure 1. The structure of manufacturing exports in CEEC, RSA and in EU according to the dynamism of products in International demand, 1993 to 1995.

The triangle shows the relative importance of these three classes in the manufacturing exports of selected countries in 1993 to 1995. Three groups of countries can roughly be identified. The countries where winners represent more than 5 % of manufacturing exports (located close to the bottom left of the triangle) include Singapore, Malaysia, and Ireland (mostly in electronic or computer goods) and China, Hong Kong, Tunisia and Morocco (mostly textile products). The Philippines and Thailand export both products. Stable products are important for most industrialized countries, especially for EU-countries (cars, specialized machinery, miscellaneous hardware or vehicle components and agricultural products). In contrast the CEE countries tend to lie along the meridian at the central periphery of the triangle, while a declining products account for a high share of exports for the former Soviet Union States, South Africa and Venezuela (especially in non-ferrous metals, iron and steel and basic chemicals and non-ferrous metals). With South Africa improving on her trade imbalances after the signing of the Revised IV LOME’ Convention in Madagascar in 1995. (see figure 1)[4].

The share of intra-industry trade (IIT) in total trade between Central and East European Nations and the EU is among the highest of all the EU’s bilateral trade flows. The determinants of trade can be broken into horizontal and vertical components. The vertical IIT (exchange of similar goods of different quality) is found to account for 80-90 % of total IIT, and is positively associated with product differentiation, labour Intensity of production, economies of scale and foreign direct investment (FDI). Controlling for country effects, a statistically significant positive association is found between horizontal IIT (the exchange of close substitutes of similar quality) and FDI, product differentiation and industry concentration; a significant negative relationship is found for scale and labour intensity. These results do not hold if respective countries’ effects are not controlled for, suggesting that country specific factors are key determinants of horizontal IIT. The estimation results are more robust, reflecting that the specific characteristics of the endowments of, and ongoing restructuring processes in transition economies of the CEE countries and the Republic of South Africa [5].
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2.1.3.2. THE AGRICULTURAL MACROECONOMIC POLICY OF POLAND CASE-STUDY

It is an empirical matter to identify which Polish agricultural monetary aggregates show a close relation to important agricultural macroeconomic variables, in particular to the price level and to those interest rates that are closely influenced by agricultural monetary policy. Three main criteria can be distinguished as follows:

a) Stability of agricultural monetary demand is given if the level of the agricultural money stock has a stable relationship with the agricultural price level, so that the Polish Government can judge what rate of agricultural money growth is consistent with agricultural price stability. The usual approach is to investigate the stability of agricultural money demand relationship, where the money stock is related to the agricultural price level and other macroeconomic variables, in particular real income and interest rates. It is useful to distinguish between long term and short term stability of agricultural monetary demand.

b) Money has leading indicator properties if the agricultural money aggregate contains information that will help to predict the agricultural price level in future, when lagged effects have worked through.

c) Controllability of agricultural monetary aggregate is given if its growth rate can be steered over a short time horizon by the Polish Central Bank using monetary policy instruments. Controllability is particularly important as for example a target like the ‘hot-cake’ agricultural machinery bilateral trade to the Republic of South Africa for which the Central Bank wants to be accountable.

Broad agricultural aggregates normally show higher stability and better leading indicator properties than the narrow aggregates. This is mainly because they are less affected by substitution between various MFI liabilities. BY contrast, narrow agricultural aggregates appear to be easier to control in the short term, via official interest rate, than broad agricultural aggregates. This is because many components of narrow money are not remunerated at interest rates close to the short term market rate. These assets therefore become less attractive for investors when short term rates rise, implying a fall in demand for narrow money. By contrast, broad agricultural money is less controllable in the short run since many of its components are remunerated at interest rates close to short term market rates, making the demand for it relatively interest inelastic in the short term [1].

In 1997 the Polish farmers’ purchases of agricultural inputs fell as a result of a renewed cost-price squeeze. While the producer prices for agricultural products rose by 5.6 % last year on average, prices for agricultural means of production went up by 10.6 %. The general rate of inflation was 13.2 %

In Poland in 1998, agriculture employed approximately 28 % of the population but contributed less than 6 % of GDP. The World Bank has emphasized to Poland that instead of increasing the agricultural support, the opportunity cost should be laid upon the productive and producers’ infrastructure change support. The World Bank’s loans to Poland is US$500 million. The loan is for the regional infra-structural development policy program.

The economic depression in Russia has of late adversely affected the Poland’s agricultural-food industry by the first half of 1998. When based on a $ 165milion [12.4 %] increase in farm exports [to just below $ 1.5billion] and a meagre 0.7 % increase in imports, to $ 1.952 billion. Hence the sectoral sector realized $454.4 million in the first half year, compared with $ 605.3 million in January-June 1997. The trend in the Poland fresh vegetables, fruits, milk and diary products. pig meat /pork products and grain produce can be seen in the following tables. 2, 3, 4, 5, 6, 7 [2, 3].

TABLE 3. THE POLISH VEGETABLE PRODUCTION FROM 1995 TO 1998

Year
1995
1996
1997
1998


PRO
DU
CT
ION

Cabbages
1866
1832
1770
2049

Onions
760
646
611
718

Carrots
814
794
799
923

Beet-roots
524
503
481
543

Cucumbers
406
310
335
403

Tomatoes
401
231
219
355

Cauliflower
253
242
239
308

Arable land Vegetables
5643
5104
4936
5918

Glass farm house vegetables
285
319
347
368

Tomatoes
174
197
205
210

Cucumbers
89
97
100
102

VEGE
TABLES
BAL
AN
CE

Stock
6181
5673
5708
6696

Production
5928
5423
5283
6286

Import
253
250
425
410

Export
363
365
430
340

Consumption
49o3
4473
4563
5406

Source :-Polish Central Statistical Office 1999.

TABLE 4. THE POLISH FRESH FRUIT EXPORT FROM 1995 TO 1997 [ In 1000t ]
Year
1995
1996
1997

Plums
4.5
2.8
6.1

Sour cherries
18.5
10.9
10.2

Raspberries
16.3
19.5
20.9

Other currants
4.3
5.5
3.8

Blackcurrants
10.4
14.6
10.7

Strawberries
21.8
21.7
14.9

Apples
139.0
95.9
191.5

Total
214.8
170.9
258.1

Source : -Polish Central Statistical Office 1999.

TABLE 5. THE POLISH DIARY PRODUCTION FROM 1996 TO 1997 [In 1000t].

Year
1996
1997
%-age

Production :-




Butter
129.7
136.5
+5.2

Cheese
337.8
379.2
+12.3

Liquid milk
1 295.6
1 335.8
+3.1

Deliveries to dairies
6 5o4.4
6 973.0
+7.2

Source: Polish Central Statistics Office 1999.

TABLE 6. THE SELECTED EU IMPORTS OF POLISH DIARY PRODUCTS

FROM 1996 TO 1997.

Year
1996
1996
1997
1997


Volume [1000t]
Value [1000ECU]
Volume [1000t]
Value [1000ECU]

Casein & casseinates
4 295
13 829
3 794
12 209

Cheese and curd
3 237
7 250
1 259
3 029

Butter and other fats
1 833
3 335
1 569
3 306

Milk & cream
18 510
27 034
28 213
41 153

Total diary products
28 192
51 502
37 633
60 233

Source: Polish Central Statistical Office 1999 and EUROSTAT 1999. 

TABLE 7. THE POLISH GRAIN TRADE IN TONS FROM 1993 TO 1999 [ In 1000t ]
Year
1992/93
1993/94
1994/95
1995/96
1997
1997/98
1998/99

Wheat Import
764
500
788
1 002
2 186
510
420

Barley Import
754
178
693
448
447
153
150

Maize Import
1 000
92
255
465
631
416
250

Total Import
3 183
804
1767
1 942
3 427
1 108
820

Wheat Export
28
33
71
223
206
110
120

Rye Export
32
-
1
33
2
4
20

Barley Export
20
2
5
8
-
30
3

Total Export
93
44
79
268
224
189
196

Balance
-3 090
-760
-1 688
-1 674
-3 203
-919
-624

Source: Polish Central Statistical Office and IAEF 1999. [4]

TABLE 8.THE POLISH TRADE IN PIGMEAT AND PORK PRODUCTS

FROM 1996 TO 1998 [In 1000t]

Year
1996
1997
1997
1997
1998
1998
1998



Total
1st half
2nd half
Total
1st half
2nd half

Pork product Import
1.4
5.0
2.0
3.0
2
0.9
1

Pork meat Import
36.5
29.1
13.8
15.3
30
11.5
20

Total Import
49
47
22
17
70
24.3
35-45

Pork product export
123
211
80
131

118.1


Pork meat export
45
38.8
18.9
19.9

12.0


Total Export
179
260
103
157
200
130.1
90

Balance
+130
+213
+81
+140
+130
+106
+45-55

Source: Polish Central Statistical Office and IAEF 1999.
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2.1.4. THE AGRICULTURAL MACROECONOMIC POLICY OF SLOVENIA CASE-STUDY

2.1.4.1
THE MACROECONOMIC DEVELOPMENT POLICY OF SLOVENIA

The economic recovery has been realized in Slovenia as the real GDP increased by 3.8 % in 1997 compared to 3.1 % in 1996. The macroeconomic developments in Russia have not affected Slovenia as it trades little with that country and its banks are hardly affected by that economic situation. The Foreign demand has been the driving force, investment and government consumption recorded substantial real growth rates in 1997. The growth of real imports of goods and services moved quickly to 1o %, mostly as a result of the high import content of Slovene exports. The accelerated growth of exports and imports were experienced in the first months of 1998, as exports grew faster than imports, the trade deficit was reduced from 4.7 % of GDP in 1996 to 4.3 % in 1997. A great amount of trade deficit was offset by the surplus on the services account as had been in the previous years.

The traditional theory of International Trade stipulates that trade with low-labour cost countries induces a fall in the relative price of goods intensive in unskilled labour. This should lead to a fall in the real wages of relatively unskilled workers, in developed countries. Testing with a prediction appears a priori to be simple, at least for countries where the minimum wage is very low. In fact it has led to a heated debate. This possibly explains the success of pragmatic calculations, like that of the factor content of trade: the impact of trade on employment is evaluated as the balance of jobs [direct or indirect] corresponding to export sales, and the jobs which would have been created had imported goods been produced domestically. By profoundly modifying the productive structure of industries, trade may have a greater impact on jobs than suggested by standard factor content evaluations. [1.]

The inflation rate has continued to decline, but at a slower pace, because of greater international openness of economics and labour markets, international capital and financial markets, integration and regional convergence of Slovenia in Europe, international trade and competitiveness, emerging and transition economics. As a consequence, almost half of the inflation rate in 1997 can be attributed to changes in administered prices. Despite these significant price adjustments, the average growth of consumer price index over the whole year decreased further from 9.9 % in 1996 to 8.4 % in 1997. Continued price adjustments in 1998 have slightly increased the average year-on-year inflation rate to 8.8 % in the first nine months, compared to 8.2 % in the same period of 1997. Goods with prices under government control represented 17 % of the CPI basket, compared to 21 % at the end of 1997. [2]

Depending on the supposition made above, the employment content of trade varies, sometimes significantly. Yet, the net balance of trade in terms of jobs is limited. Can it therefore be concluded that there is no link between the rise in unemployment in Europe and the emergence of new competitors? This method is insufficient as it can only be applied rigorously if very strong assumptions are made. The principle problem lies with calculating the equivalence of imports in domestic jobs. Indeed, labour productivity varies considerably from one firm to another, even within a given industrial sector. Hence, a rise in imports does not affect all firms similarly. Firms with the lowest productivity are those most likely to be pushed out by extra imports, while a rise in exports should primarily benefit the most productive firms. Taking this into account can modify considerably the estimates of the employment trade balance. 1997 has been a fundamental change in real wage developments. While in previous years, excessive pay rises had been an important source of inflation and one of the factors that negatively affected employment, a new wage adjustment law was passed by Parliament in June 1997 to keep wage growth below the labour productivity increase. Wages in Slovenia are now adjusted for 85 % of inflation only once a year, instead of every quarter. As a consequence, average real wages per employee increased by only 2.4 % in 1997, compared to 5.1 % in 1996. This is substantially lower than the 3.8 % growth in labour productivity. This trend has continued to early 1999. [3]

In 1997 Slovenia Government finances rose rapidly as public wages and social benefits were increased in the pre-election period at the end of 1996. The approval of the 1997 budget was considerably delayed until the beginning of December 1997. Concurrently the expenditures were governed by various provisional financing rules, which limited most expenditure categories to their 1996 level. To limit the budget deficit, it was also decided to transfer part of the sales tax revenues of January 1998 to 1997. When these additive revenues were included, the general government deficit amounted to 1.1 % of GDP. Had the fiscal year been finished on 31st December 1997, the budget deficit would have been 1.7 % of GDP. This implied significant deterioration compared to the small surplus of o.3 % of GDP in 19996. The budget for 1998 foresaw a reduction of deficit to almost 1 % of GDP, a level planned to be continued with this year in 1999.

TABLE 1. THE MACROECONOMIC TRENDS IN SLOVENIA FROM 1994 TO 1998

Year

1994
1995
1996
1997
1998

Inflation rate:

Annual average
%
19.8
13.5
9.9
8.4
8.4

Jan-Sep.

December on December
%
19.5
8.9
9.1
8.8
7.1

Sep-Sep.

Annual Un-employment: As per ILO :
%
9.0
7.4
7.3
7.1
7.7 Jul.

Registered Annual Un-employment
%
14.2
14.5
14.4
14.8
14.2 Jul.

Real  GDP Growth Rate
%
5.3
3.9
3.1
3.8
4.8

Jan.-Jun.

General Go-vernment Budget

Balance
% of GDP
-0.2
0.0
0.3
-1.1


Current Account Balance
% of GDP
4.2
-0.1
0.2
0.2


Foreign Debt: Debt/export

=Ratio
%
27
30
39
40
43 Jul.

Foreign Debt: Gross foreigndebt
Billion ECU
1.9
2.3
3.2
3.7
4.1.Jul.

Foreign Direct Investment net in-flow according toEBRD
% of GDP
0.9
0.9
0.8
1.8


Foreign Direct Investment Inflow Balance of Payment Data
%
108
135
146
283
122 Jan.-Jul.

Source: EBRD 1999.

TABLE 2. THE MAIN INDICATORS OF SLOVENE ECONOMIC STRUCTURE IN 1997

Stock of Foreign  Direct Investment :
Billion ECU
2.o


ECU per head
466

Exports of goods and services / GDP
% [1996]
54

Gross Foreign Debt /GDP
%
23

Investment to GDP Ratio
%
24

Share of agriculture in gross value added tax 
% [ 1996 ]
4.4

Share of agriculture in employment
% [ 1996 ]
1o.1

GDP per head
PPS–ECU
13 ooo

GDP as % of EU-15 average
%
68

Slovene Population
Million
2.o

Source :-EBRD and IMF Report [ 1998 ]

The performance of a market economy is enhanced by macroeconomic stability and consensus about economic policy. A well developed financial sector and the absence of any significant barriers to market entry and exit improve the efficiency Macroeconomic stabilization is relatively well established in Slovenia, though appropriate regulatory framework for public enterprises is lacking the inflation is in digits, the budget deficit is modest, the current account remains close to equilibrium, the currency is relatively stable and the economic growth is accelerating.

Investment as a percentage of GDP has been gradually increasing from 18.6 % in 1992 to 23.7 % in 1997, which is still a moderate level. The biggest increase has been recorded for investment in infrastructure, mainly in road construction, which lays foundation for future gains. The share of infrastructure investment in total Investment declined in 1997, in favour of investment in equipment, which is more beneficial for immediate productivity improvements.

The communications infrastructure is constantly improving. By the end of 1997, the penetration rate in telephone service was 35.8 %. At the end of 1997 there were 4.4 employees per 1 000 lines. The average waiting time for telephone line improved from 1.8 years [1995] to 1.2 years [1997]. As for the economic performance of the public operator Telecom Slovenia, the revenue per lines increased from ECU 344 

[1995] to ECU 388 [997]. [4].
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2.1.4.2. THE AGRICULTURAL MACROECONOMIC POLICY OF SLOVENIA CASE-STUDY

The Central and East European Dimension is one issue which ought to dominate the European agricultural scene it is the interaction of the CAP with agricultural reform in the CEE countries. Agricultural prices in Slovenia continue to be generally higher than in other candidate countries and closer to those of the European Union. Significant discrepancies exist among products for which market prices are close to or higher than EU prices (bread making wheat, sugar beet, eggs, beef and veal, poultry meat and pig meat) and products for which market prices are significantly lower than the EU average (maize, milk, apples and pears).

In 1997, the share of agriculture and forestry in GDP represented 4.5 % in value added terms and agricultural employment accounted for 6 %, with an annual decline of 0.2 % forecast for 1998 and now 1999. The food industry represented 5 % of the GDP and employed 3 % of the working population in 1997. According to the June 1997 structural policy survey, there are 91 000 agricultural holdings in Slovenia with an average of 10 ha for family holdings (99 % of total buildings) and 390 ha for agricultural enterprises (ocial owned holdings).

Agriculture represents 4 % of Slovenia’s gross domestic product, which stood at $ 18.9 billion in 1996. In 1997, Slovene imported agricultural goods from CEFTA countries increased by 6 % to $ 125.6 million, while the exported goods to CEFTA countries fell by 1 % to $ 10.6 million. The intact bilateral trade between Hungary and Slovenia realized well over 84 % of her imports. The Slovene Government abolished, or reduced its import on most CEFTA (Central European Free Trade Agreement) by 1st April 1998. Free trade would cause serious repercussions, mainly for wheat meaning a farm income produce fall by 4o %. [1] After the liberalization on 1st April 1998, Custom duty for wheat imported into Slovenia from CEFTA Countries fell to 15 % of the domestic wheat price, from approximately 65 % in the previous years.

Slovenia’s agricultural trade balance is negative. The most important markets for Slovene are the EU and the Republics of former Yugoslavia, with 35 % and 52 % respectively in 1997. Progress in the privatization of the agriculture processing industry has been limited.

The price support system has been replaced by direct payments per cow in mountainous areas. Direct payments had been introduced for hop and whole prices liberalized for fresh pork meat. The Slovene Government’s budget share on agriculture increased from 2 % to 3 %. The farm infrastructure for co-operatives, phyto-sanitary services for farmer organizations and for structural purposes had been included in the 1997 budget. The introduction of direct payments, such as income aid for farmers have not yet materialized. The State monopolies need to be liberalized in the sectors of sugar, cereals and oil seeds.

 The principles of policy as per Article 39 has provided the background against which European agricultural policy has developed but the evolutionary, responsive nature of the CAP has led to increasing confusion between policy and principle. This section identifies some of the underlying objectives which should be borne in mind when setting out on new approaches to agricultural policy as follows : 

a) Competitivenes, b) Necessary and effective intervention, c) Subsidiarity, d) New members into EU comparative agricultural policy structure, e) Matching instruments and objectives, f) Targeting of support in European agriculture. [2].

As the FAO International Food Data Base Conference is taking place in Rome this week 5- 7th July 1999 the European Union Cooperation and Research Action towards the CEE –countries and the LD – countries on Food Consumption, Composition and specifically on those countries’ agricultural policies is going to be reflected in the report. [3].
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2.1.5. THE AGRICULTURAL MACROECONOMIC POLICY OF CZECH REPUBLIC CASE-STUDY

2.1.5.1 THE MACROECONOMIC DEVELOPMENT POLICY OF CZECH REPUBLIC
The macroeconomic developments in Czech Republic have shown sharp slowdown in growth in 1997 with the real GDP growth for the whole year declining to only 1 % down from 3.9 % in 1996. The slowdowns were first depicted in investment expenditure, but deepened later on in the year, as cuts in state expenditure hit public consumption, and as private consumption started to slow down. Here the net exports were the only components of demand which grew significantly in 1997. The decline in economic activity has deepened further in the first half of 1998, when real GDP contracted by 1.7 % year on year due to a collapse of domestic demand.

The unemployment rate has risen sharply from June 1997 at 4 % to 6.4 % in August 1998. Increasing unemployment and a decline in nominal and real wage growth, leading to a deterioration of consumer confidence, are behind the current contraction of household consumption, which had been going strongly.

In 1998 the slowing of economic growth constrained imports as the recovery in the EU spurred exports. Exports have been buoyant despite a strengthening of the currency in 1998. The improved export performance led to a recovery of industrial output in last months of 1997 and first half of 1998. In the first seven months of 1998, exports grew by 29 % in local currency terms over a year earlier, and imports by 

15 %.. The narrowing of the trade balance has enhanced considerable improvement in the current account from ECU 1.7 billion in the first half of 1997 to ECU 400 million in the first half of 1998. A sustained improvement in the current account deficit would require that the wage pressure are strictly controlled and that enterprise restructuring be accelerated to spur productivity growth. See the table 1 on the Czech Republic main economic trends. [1,2].

TABLE 1 THE MAIN ECONOMIC TRENDS OF CZECH REPUBLIC


Main economic trends
1994
1995
1996
1997
1998

Real GDP growth rate
%
2.7
6.4
3.9
1.o
-1.7 Jan-Jun.

Inflation rate : annual average
%
1o.o
9.1
8.8
8.4
11.7 Jan-Sep.

Inflation rate: Dec. on December
%
1o.1
7.8
8.6
1o.o
8.8 Sep. on September

Unemployment rate end year : By ILO definition
%
3.8
4.1
3.5
4.7
5.9  March

Unemployment by registration
%
3.2
3.o
3.5
5.2
6.8 Sep.

General Government Budget Balance
% of GDP
-1.3
-1.3
-1.8
-2.2


Current Account Balance
% of GDP
-1.9
-2.7
-7.8
-6.1
-1.9 Jan-Jun.

Current Account Balance
Billion ECU
-o.6
-1.o
-3.4
-2.9
-o.4 Jan-Jun.

Foreign debt : debt/ export ratio
%
51
58
69
71
65 March

Gross foreign debt
Billion ECU
9.o
12.7
16.4
18.8
18.6 March

Foreign direct investment net inflow as per EBRD
%
1.8
5.6
2.5
2.5


Balance of payment data
Million ECU
732
1959
1126
1147
512 Jan-Jun.

Source: EBRD [ 3 ].

The net inflation measure excludes the direct impact of administrative price changes on consumer prices. After peaking at 13.4 % in February 1998, yearly inflation experienced a downward path, reaching 9.4 % in August 1998. Targets were set for 1998, and for the year 2 000, of 6.0 % and 4.5 % respectively. Twelve-month net inflation was 4.9 % in August 1998.

The intimate links between banking and the enterprise sector have been addressed by two sets of proposed amendments to the Banking Act. The amendments prohibit banks from holding controlling stakes in non-financial firms, and set limits on their exposure to these enterprises. Banks are required to separate their commercial and investment banking arms to prevent banks’ equity position from dictating lending policy. Amendments have also been made to the Investment Fund Act. These are designed to improve the management of these funds, force the elimination of the weaker funds, and to reduce the perception of fraudulent behaviour on part of investment managers. These amendments are hoped to encourage more active corporate governance by financial sector.

The macroeconomic difficulties which emerged over the last year, illustrate that macroeconomic policies must be underpinned by structural reforms. The recent discovery of significant contingent liabilities for the State budget, which had been accumulated by off budget funds and institutions, calls into question the future sustainability of public finances.

TABLE 2. THE MAIN INDICATORS OF ECONOMIC STRUCTURE IN CZECH REPUBLIC 

IN 1997

Population
Million
1o.3

GDP per head
PPS-ECU
12 ooo

GDP per head as % of EU-15 average
%
63

Share of agriculture in gross value added
%
5.o

Share of agriculture in employment
%
5.8

Gross foreign debt/ GDP
%
41

Investment to GDP ratio
%
31

Exports of goods and services/GDP
%
58

Stock of foreign direct investment
Billion ECU
6.8

Stock of foreign direct investment
ECU per head
657

  Source: Commission services, national sources, EBRD 1998.

One important indicator illustrating the competitiveness of Czech Republic industry is the degree of trade integration already achieved with EU. Trade integration is relatively high, with the EU accounting for around 60 % of exports and 62 % of imports in 1997. The Czech main exports and imports tend to be manufactured goods, machinery and transport equipment; these categories have increased in importance as a share of total exports to the EU. [4].
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2.1.5.2.
THE AGRICULTURAL MACROECONOMIC POLICY OF CZECH REPUBLIC CASE-STUDY

In 1997 the share of agriculture was around 3 % of GDP and the share in employment around 4 %. The agricultural production has declined from ECU 2.25 billion in 1996 to ECU 2.11 billion in 1997. Crop production decreased from ECU 1.01 billion to ECU 0.98 billion and livestock production from CZK 44.5 to 40.8 billion.

As per the EU Reports the EU is objecting to the imposition by the Czechs of a 24 000 t a year tariff quota on imports of EU apples, in a move which the EU regards as being in contradiction on the EU-Czech Association Agreement on agricultural trade. The EU responded by withdrawing, as from 1st April 1998, its first 10 % unlimited preferential duty on imports from the Czech Republic of pig meat, poultry meat, apple and blackcurrant juice [1]. According to the Czech Ministry of agriculture, the loss of the preferential duties on the above would cost producers a total of C.Kr 620 million if all trade were to be stopped as a result of the sanctions. The European Commission estimated the losses to EU growers resulting from the imposition of the quotas at 12m ECU a year.

The EU exporters remained within their allotted tariff quotas of 6 000t for the first quota of 1998. The total apple imports from the EU for the first three months was put at 5 137t, with Italy being the first major supplier, exporting 3 188t. In 1997, the Czech Republic imported 47 795t of dessert apples, 42 062t of which came from the EU. This accounted for 52 % of total domestic consumption in last year. See table 3.
TABLE 3. THE EU PIGMEAT IMPORTS AND PRICES IN CZECH REPUBLIC IN 1998


January-August
September
October
November

Import volumes 

in tons
3 663
4 118
5 141
1 o27

Import value 

(1 000 CK r)
128 774
118 897
131 319
2o 271

Import price

(CK r/Kg)
35.16
28.87
25.54
19.74

Farm gate price 

(CK r/Kr)
35.25
37.89
32.0
25.0

Processor price

(CK r /Kg)
69.73
71.60
70.0
67.0

Source: Czech Ministry of Agriculture 1998.

The agricultural policy on easing of the phyto-sanitary rules have been linked to the very tight situation on the Czech domestic potato market. The consumer prices for ware potatoes had risen to around CK r 12.30 /Kg in the first quarter of 1998 which was 7o % higher than the comparable price in 1997. The increase in agri-food trade gap with EU is from C Kr 26 billion in 1992 to C Kr 43 billion in 1997. Analyzing the statistics shows that the EU’s share in overall Czech agricultural trade dropped from 53 % to 44 %.

In diary industry 26.7 % of output was exported, despite the surplus of milk in the Czech market at a value of C Kr 1.12 bn. There was a sharp drop in Czech cattle numbers in 1997, falling by 9.4 % yearly to total of 1 69o 443 head.. The number of pigs declined by 2.1 % to 3 995 273 head, while sheep numbers fell by 22.6 % to approximately 93 557 head. The poultry trend increased by 5.1 % to 29 010 105. [2,3]
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2.1.6.
THE AGRICULTURAL MACROECONOMIC POLICY OF SLOVAKIA CASE-STUDY

2.1.6.1 THE MACROECONOMIC DEVELOPMENT POLICY OF SLOVAKIA 

The comparative trend of macroeconomic policy of Slovakia show disposable income inequality, as measured by the Gini Coefficient and using Family Budget Survey data, increased very little in, and by similar amounts in both the Czech Republic in the period 1989 to 1993. The surprising result was examined by Thesia Garner and Katherine Terell in Discussion Paper No.1897, via an analysis of changes in the channels of redistribution and a Gini decomposition. The authors found that the sizeable increases in overall equality owing to changes in the wage earnings component are mitigated by changes in tax and transfer of components in both republics. As for the relative effects of government policies, changes in the transfer component more than changes in the tax component to lowering the growth of inequality in the Czech Republic, where as the reverse was true for Slovakia. [1].

TABLE 1. THE MACROECONOMIC STRUCTURE OF SLOVAKIA

ON 31ST DECEMBER 1997

Main Activity
Total No.
Total %
Total Private Entrepre-neurs
Incorpora-ted private entrepre-neurs
Total Business companies
Joint Stock companies
Coopera-tives
State-Enter-prises

Agriculture, hunting, fishing and forestry
28 385
8.0
24 701
31
1 042
109
1 096
35

Manufac-turing
56 558
16.0
48 091
495
7 638
913
210
53

Construction
37 000
10.5
32 963
231
3 586
233
116
10

Trade, repair of motor vehicles, personal and household goods
115 626
32.8
91 497
2 11o
21 389
868
157
14

Hotels and restaurants
15 857
4.5
14 518
149
1 113
58
10
2

Transport, storage and communi-cation
15 857
4.5
14 166
281
1 281
81
7
58

Financial Inter-mediation 
2 399
0.7
1 833
2
542
361
2
-

Real estate, renting and business activities
40 715
11.5
30 868
327
7 010
594
304
26

Public admi-nistration and defence, so-cial security
3 441
1.0
232
1
3
-
-
-

Education
3 525
1.0
1 615
12
450
8
3
-

Health and social work
10 171
2.9
7 685
3
122
23
1
2

Other commu-ninity ,social and personal services
23 079
6.5
9 033
66
845
49
17
3

Source : -CESTAT 1998.[ 2 ].

TABLE 2. THE ECONOMIC BAROMETER OF SLOVAKIA IN 1998.

GDP Growth in 1997
6.5 %

GDP Growth in 1998
4.4 %

GDP Growth in 1999
1.5 %

Inflation in 1997
6.1 %

Inflation in 1998
7.1 % [ April ]

Inflation in 1999
6.8 % to 8.o %

International Reserves [ USD Billion ]
9.4 %

Current Account in 1997 [ USD Million ]
( 1, 387 )

Current Account as of % GDP*
-7.1 %

Current Account in 1998 [ USD Million ]
( 2 o62 )

Current Account as of GDP*
-11.o %

Trade Balance in 1998 [ USD Million ]
( 2 3o1 )

Trade Balance latest figure [ USD Million ]
( 176 ) [ January to February ]

Foreign Direct Investment Cumulative [ USD Billion ]
1.3 [ March 1998]

Foreign Direct Investment per capita*
$ 241

Budget Balance latest figure [ USD Million ]
( 33.3 ) [ January to April ]

Budget Balance in 1998
( 1 135 ) [ January to December ]

Budget Balance in 1998 [ in % of GDP ]*
-5.4 %

Budget Balance in 1999 [ in % of GDP )*
-2.5 %

Population Indicator [ Million ]
5.4

GDP Indicator in 1997 [ USD Billion ]
19.5

GDP Indicator per capita
$3,611

Source: CEER 1999 [3].

The exact synopsis of the macroeconomic development policy structure of Slovakia can be diagnosed from the above given two tables 1 and 2.
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2.1.6.2. THE AGRICULTURAL MACROECONOMIC POLICY OF SLOVAKIA

The financial situation in the agricultural policy sector remains tense, with the problem of financing spring-field work high on the development agenda. A budgetary allocation of SK 1.7 billion in subsidies was available for the first quarter for primary production, with approximately SK 800 million available for seeds and chemicals. The Slovakian farmers received approximately SK 3 billion in 1998. The Slovak Minister of agriculture Pavol Koncos had asked for Government Funds amounting to SK 250 million for the Agriculture sector under the 1998 national budget. Due to the Slovakian Government budget constrains the formerly earmarked money amounting to SK 160 million of the SK 347 million in State Funds for flood compensation to farmers who suffered flood damage in 1997 was reallocated to the State Fund for Market Regulation [SK 141 million] and to the Fund for countryside Development [SK 19 million] in 1998. The law on storage of goods had been enacted accelerating the flow of goods and finances on the grain market. The law amendment alleviated the financial costs to farm producers by approximately SK 50 million through the conversion of commercial loans to discount credits which were rediscounted by the Slovak National Bank. The Ministry of Agriculture drew up a draft regulation on Organic Farming, which confirms that the genetically modified crops [GMOs] would be banned from the market in collaboration with USDA in 1998 according to the standards of IFOAM [1].

The updated balance for 1997/1998 showed a feed grain surplus of 200 000 tons of maize, 100 000 tons of barley, 140 000 tons of wheat and 15 000 tons of oats. In 1997 the poultry number arose from 74 500 head to 14 221 000 head. The poultry slaughter sales, however increased by 19 % annually to 80 000.tons. The diary farmer producer prices increased by 9.6 %, while the retail prices for the surveyed diary products increased by 6.8 %  with the wholesale prices increasing by not more than 6 % in 1997. There was a boom in diary trade of SK 683.88 million in 1997 from SK 554.37 million in 1996, though there was a statistical prognosis of the number of cattle falling by 17 000 head to below 290 000 by the end of 1998 and the number of pigs by 14  % to 15 % to  166 000 head. In 1998 a fall in beef price was experienced by 12 % over the ¾ of the year and of pork by 9 %, whilst the live pig import was 18 000 tons over the same period. [2].
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THE LEGACY OF HUMAN RIGHTS AND SURGE TOOL MACRO-ECONOMIC POLICY EMPLOYMENT PERFORMANCE IN HUNGARY AS A CRITERIUM FOR EUROPEAN UNION ACCESSION MEMBERSHIP IN THE 2000s  WITHIN THE CEECs - INTEGRATION NETWORKS

[Budapest, 29th  to 30th September 2000]

Abstract
The Macro-economic Policy attitude of the societies in the CEECs and across the World are reviewing Human Rights and Democracy Abuse in the Millenium which occured / occuring in the past / now with renewed vigor. Justice Without Punishment in Employment Civil Regulation Acts:- Guaranteeing Human Rights in the Transitional CEEC Societies within the European Integration Networks without proper Employment Acts depriving employees of thierLabour Force Voice and Democracy to negotiate in the arduous and recurring Court Civil Suits. The agreement to establish an International Criminal Court [ICC] is a symbolic of the World’s determination to deal with the past. For the CEECs it is a cause for celebrating the EU-Accession Membership Umbrella that a majority of nations have resolved to constitute a court to pursue criminal accountability for gross violations of Human Rights and Democracy of giving their citizens the chance to enjoy the open macro-economic policy in Employment performance criteriums. But there is also a hidden agenda in the economic criteriums that if not checked will obstruct these CEECs from joining EU. As for example the Legitimate open macro-economic Reform Structures and failing to prosecute the offenders; Dealing with the past-Legal Reconciliation ’’Justice Without Punishment” that is State Obligations under International Law; Derogatory Human Rights and Democracy of the Ethnic Minorities in the CEECs within the EU-Integration Networks and a Transitional Surge Tool Employment Performance. Thus, Hungary as an aspiring Candidate country to the EU needs a modelling - Legacy  Instrument  of Human Rights of the Ethnic Minorities - Migrants and Surge Tool Macro-economic Policy Employment Performance with an Investment Infrastructure Outlook circumscribed  with a Petri Net Econometric Analysis.

1.0.  INTRODUCTION

An epidemic of hate of Legacy of Human Rights and Citizen Democracy of Personal achievement in ones country seems to be all around us today. Such names as Kosovo, East Timor, Liberia, Checheni Republic, Littleton, Somalia, and Sarajevo – as well as neo-Nazi, skinhead, and white supremacist – have been etched in the people’s minds along with lingering images of charred ruins, freshly dug mass graves, and dead bodies. Dreams of a free friendly World of future free of hate, conflict and evidence have been shattered. Danielle Mitterand, wife of the late French President, remembered about her youth: „People dreamt of living freely in a fraternal society they could trust; of being at one with themselves living among and with others; they dreamt of of living healthy, peaceful and dignified lives in a strong and generous World that watched over them”. What happened to those ideals to-day? She lamented: „Half a century later, the peoples’ dreams have admittedly come under attack”.

Back in 1854, American author Henry Thoreau wrote: ’„The mass of men lead lives of quiet desperation”. Evidently, in his day most people did not enjoy inner peace. That, however, was almost 150 years ago. Are things different today? Or do Thoreau’s words still apply? What about you personally in the CEECs? Are you content, at peace? Or, are you insecure, uncertain about the future, ’quietly desperate to join EU-Membership’, to paraphrase Thoreau’s words. The whole World is now lying in the power of the wicked one, without vine guidance, man’s efforts to gain peace will always be frustrated by the activities of the unforseen but very real – and very powerful Human Rights and Democracy Abuse just at the Horizon.

The effects of Human Rights and Democracy on political culture, when the move of recognition of the victim’s voice is extended to all human beings, something like the idea of human diginity is established. One cannot deny that the history which led to the principle that human beings have to recognize each other as persons who have a voice which counts and has a weight is a long and complicated one, which is full of hindrances and obstacles. As a consequence a voice also, has got to be understood metaphorically, because this concept has also to be applied to those who are mute, or to future generations. Claim-Rights of democratic nature are the strongest kind of rights, because they entail corresponding duties of others [1a].

The Moral Significance of the performative claiming of a CEEC citizen in the 2000s to a Human Right and Democracy consists exactly in the ability to regain one’s voice [1b] – Having Rights enables us to stand up like men/womem, to look others in the eye, and to feel in some fundamental way the equal of everyone. To think of oneself as the holder of Rights is not to be unduly but properly proud, to have that minimal self-respect that is necessary to be worthy of the love and esteem for others in this transitional period of economic repercussions. Indeed, respect for persons you were sailing with in the same boat in the CEECs just few years ago [this is an intriguing idea] may simply be respect for their Rights and Democracy, so that there cannot be the one without the other, and what is called ’human dignity’ may simply be the recognizable capacity to assert claims.

The present Resurgence of Macro-Economic Policy hatred, greed of money and lack of Legacy of Human Rights and Democracy concerning Employment Acts among the real willing working group  citizens and the segregated minority ethnic groups and the retired citizens / holocaust group people earning only US $ 50 per month in many of  the CEECs in the eve of EU-Accession, simply cannot just be ignored, if these Candidate Countries dream of joining European Union at a Classified Standard Level in the 2000s. According to Dyker [1b] the macro-economic policy criteriums of joining the European Union on SMEs and the Legacy of the Human Rights is stra/ght forward, that „ither follow it, or the economic change, will change you”.

In this article, I hope to offer an approach to dealing with the past and present which is not concerned solely with prosecutions.  I do so for a number of Human Rights and Democratic Truth and Reconciliation reasons. First, the debate in International Law regarding the CEEC State Obligations in the wake of joining EU and of mass violations has tended to focus too much on the duty of when to join the EU and the „duty to punish” the past offenders rather than first raising the level of living of their citizens by offering them well organized employment performance mechanisms [2][3][4]. The Governments come and go but history remains, hence to focus too much on the duty to punish with the unfortunate consequence of drowning out the exploration of other CEEC strategies that deal with the past. The ICC will at some stage have to rule on the permissibility of amnesties, or other mechanisms, which fall short of ensuring full accountability for past crimes. It is mu contention that the HAGUE should not focus its adjudication solely on the obligation to proscute, but should rather develop an approach of harmonious dialogue which takes cognizance of the full spectrum of state initiatives designed to end impunity. Finally, it is my view that the transitional CEEC Societies invariably confront considerable political and practical difficulties in attempting to deny willing investors and ethnic minority groups the right to open market policy and the chance to venture into well-being employment respectively. Have the CEECS ever dared to look critically at the Petri Analysis of the Legacy of Human Rights and Democracy of the Ethnic Minorities and the Surge Tool macro-economic Policy Employment Performance Agenda, other than spend three quarters of their GDP on the ENVIRONMENTAL Criteriums? [5]. Which has never been fulfilled in the USA, or in Japan? [6]. 

The Legitimacy of CEECs’ Accession to EU-Membership in time in the 2 000s are two-fold, why successor aspiring candidate country may be unable to prosecute those responsible for Human Rights Abuse during the EU-accession tenure of a prior regime. For example in the Former Yugoslavia States, the security forces under control of, or loyal to, the previous regimes may be so much powerful that any attempt to prosecute them, or their political allies could lead to one, or more problems as follows:

- A refusal to allow a transition to democracy.

- An outbreak, or resumption of racial hostilities.

- Significant damage to the country’s economy and infrastructure in employment mechanisms.

- Lowering the morale of the citizens by the afew who have dubiously amassed wealth.

Many of the CEECs are going to fail to join European Union in time because of illigetimate reasons:-

· A desire to conceal their own involvement in Human Rights Abuse and Democracy of the civilized society of the Ethnic Groups.

A willingness to pander brain- drain in the CEECs to the interests of political, or economic elites thus raising the level of unemployment level.

· An interest in preserving the power and prequisites associated with the political office forgetting the laid down criteriums for EU-Accession.

· Excessive timidity in maintaining the high Standard Level Codex of the EU-Member State, whilst the candidate country’s currency pegged to the euro is nowhere in the limelight [7][8].

Administrative law in Central and Eastern Europe must be understood against the backdrop of the great social-economic transformation that wsept through the region during the transitional period. In each aspiring candidate country for EU-Membership the main lines of the transformation are familiar, the political system, economy, constitutional order, legal system, and civil society have all been part of it [9].
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2.0. THE MANAGEMENT OF HUMAN RIGHTS AND DEMOCRACY FOR EU-MEMBERSHIP ACCESSION IN THE CEECs FOR MACRO-ECONOMIC POLICY EXCELLENCE IN EMPLOYMENT AMONG THE ETHNIC AND MIGRANTS

Embedded in the political culture of a memory of injustice and fear, the European concept of Human Rights. Has a hidden, or supplementary meaning, which forms a part of every single Human Right. From a historical point of view, it becomes obvious that Human Rights are the result of a certain kind of interpretations of the experience of injustice and fear, from which he/she suffers by reason of overwhelming social power, in most of the historical cases, of the state. A Human Right is the rejection of a concrete historical experience of injustice and fear caused by actions of the State. By referring to a Human Right, a person articulates his/her suffering from an offence, or harm, and he/she claims that everybody is obliged to listen to the individual report of experience. Any convention, or declaration of Human Rights can be amended, if new experiences of injustice and fear are articulated, and if human beings begin to talk publicly about their experience as follow:

- The experience of Pain and Humiliation and its Effects in Employment Arena:

- The Loss of Voice and Control in Labour Force.

- The Distinction of Misfortune and Injustice in Macro-economic Policy Excellence in Employment of the CEEC Citizens.

The initiatives, principal objectives and legal framework changes required to achieve the macro-economic policy in excellence of employment in Human Rights and Democracy for the CEECs - see Annex [EU and Human Rights 1999-Edition by Oxford University Press pp 921-927].

The macro-economic policy for excellence and good standard of living with proper codex of Human Rights and Democracy according to the Copenhagen Criteria are the adminstrative capacities for EU-Membership, implementing European Policy at the CEEC National level, Robust Institutions for EU-Membership and Europe’s Future at Stake [1]. These countries aspiring to join EU in time should at the same time maintain a required level of democracy, the rule of law, open market economy, the capacity to resist competitive pressures and capacity to take on the obligations of membership. The gains for EU-Membership will be permanent, continuous, intense, high level involvement of national governments and administrations in the ongoing work of the Union.

If a new aspiring Candidate CEEC State lacks capacity to comply with the laid down rules, the alreadt EU-Member States may be put at risk. It may also be costly for the EU as it may generate additional burden on control institutions, such as the European Courts of Justice and Auditors. An accepted Member with inadequate administrative capacities may be subject to fines or compensation requirements. But the real cost to the new Member will be opportunity losses from ineffective participation. The judicial protection of the CEEC national citizen under European Law is prerogatory. According to Gil Carlos Rodriguez Iglesias [2] European Community law has contributed to a steady expansion of judicial protection of member States’ citizens. Upon accession, EU candidate countries will be expected to contribute to uniform and effective functioning of the community legal system by, among other things, ensuring that their national courts are strong and effective in Human Rights and Democracy of citizens in the open macro-economic policy excellence achievement. The success of European Integration for the CEECs will therefore be, after acceding into EU-Membership the European Court of Justice wil exercise its jurisdiction by means of a number of judicial procedures provided for the Treaty as follows [2]:

· The procedure for finding that a Member State has failed, either by omission, or by commission, to fulfil its obligations under Community Law.

· The action for annulment, whereby legislation and decisions adopted by the Community Institutions can be challenged.

· The preliminary reference procedure, whereby national courts can refer questions of validity and interpretation of particular provisions of Community legislation to the Court.
It therefore, the sole prerogative of aspiring candidate CEECs to EU-Membership to use a principled statistical prognosis of protecting their citizens from Human Rights and Democracy Abuse of Minority Goups in their respective countries. The three fundamental principles in the application of Community Law is a direct result of the identification and development by the Authorities is as follow:

· Direct Effect, identified in the Van Gend en Loos judgement in 1963, provides that individuals may rely directly on rights conferred upon them by Community Law in national legal proceedings. The principle of direct effect constitutes the expression of the concept of Community Law as a legal order whose subjects are not only states, but also individuals who hold their own legal roghts and obligations created directly by the Community legal Order. These are the rights for macro-economic policy excellence in employment and good standard of living for the citizens of the respective countries. The CEEC national courts and tribunal courts must protect them nicely, before pandering to join the European Union Membership.

· Supremacy Effect: According to the doctrine of supremacy, all national Authorities have to apply Community Law in its entirety, and are therefore under under an obligation to disregard any conflicting provision or any former ambiguousf national law, whether adopted before, or after the Community provision, in order to protect the Human Rights and Democracy – conferred on individuals in the respective CEECs aspiring to join European Union.

· State Liability Effect: Its application for breach of Community Law provisions that has caused loss, or damage to individuals. Consequently individuals who have suffered loss further to a Member State’s failure to comply with Community Law may claim damages in the national court provided that three conditions are fulfilled. The above conditions are as follow:

- the Community provision at issue was intended to confer rights upon individuals,

- the breach committed by the State was truelly seriuos; and there is a direct casual link between the breach and the loss suffered.
The Body looking at the progress of the candidate CEECs with a keen interest towards accession is the European Parliament. The Parliament is composed of directly elected representatives of citizens in the 15 Member States. Before joining the Union, candidate countries will have to demonstrate to the EU-Parliament their Open Policy Market, Democratic Loyalty, Ability to fully transpose and enforce the acquis communitaire at the point of accession and beyond. It will NOT be just enough, to show good will by the CEECs by passing. necessary laws and by creating necessary institutions. There SHALL also, be the ability to put the Democratic Laws into practical operation despite the hardship that may impose on some population groups. The institutions for the CEECs’ accession SHALL have to function as seen by the World practically without inhibition or, any abuse of the respective CEEC national civil Societies in order to manage EU-Membership successfully. Thus, commitment to lasting reforms, transitional arrangements and gaining respective public opinion of citizens by means of a majority vote in „YES” – willingness to join EU-Membership will be of paramount importance for the CEECs. In a civilized society assuming the norms of EU-Culture likewise any CEEC aspiring to accede into EU-Membership, SHALL have a modern system of of administrative law that embodies the principle inwhich the administration exists to serve the citizens and not versa [3].

The work on excellence on macro-economic policy in employment and good living standard codex for the CEECs is a heavy yoke to carry. Hence a strong policy making system is a necessary precondition for accession to the EU. It is not by chance that the aspiring EU Member States making the most progress towards meeting Copenhagen criteria have the best policy-making systems of candidate countries. Many EU specialists on the macro-economic policy of CEECs tend to emphasize that Weak Policy Capacities will make it difficult for a CEE country to fulfill and maintain the cbligations of membership after accession.

Efficient preparation for accession and EU-Membership should NOT be only mere rhetoric and cosmetic politicing by respective Leaders, but need to be underpinned by macro-economic policy mechanisms as follows [4]:

- Create policies that are nit deficient in law, or substance, are economically efficient.

- Create policies that are sustainable in budgetary terms.

- Lay foundations for operating effectively within the EU.

Weak mechanisms for policy making like the extreme rightist uprise in some of the CEECs will obstruct the already nourished progress of candidate country towards accession to the EU. Human Rights and Democracy usually require an enormous amount of time to prepare and conduct. As it seen in the ILO-CEET reoprt of June 2000, CEEc transitional societies are often left with a legacy in which thousands, or million of work force are victims of gross violations of Human Rights and Democracy in Employment ACTS. At present in the CEECs an employer can higher an employee even for a year and fire without yearly remittance of ones pay, or fire the whole employees, change them into employment and fire consequently as he wants – and nothing occurs. A poor employee will NOT just afford the so-called 6 % of his salary COURT CIVIL–SUIT which may drag, or continue for five years without being paid to the unemployed fellow. Just a violation of  bolstering capacity to plan and advice on the EU-Accession Human Rights and Democracy of the national citizens by formulating options and acting together to make a healthy conducive standard of living. In some of these CEECs the respective Governments should have it as a legal duty to take reasonable steps to prevent Human Rights in employment violations and to use the means at their disposal to carry out a serious investigation of employment violations committed within their jurisdiction, to identify those responsible, to impose appropriate punishment and to ensure the victims adequate compensation [5][6].

Reviewing Federal Republic of Yugoslavia–Serbia, Montenegro and Macedonia – A registration exercise in Serbia has led UNHCR to estimate that there are some 220 000 people from Kosovo in Serbia [188 000] and Montenegro [31 000]. The IDPs are primarily Serbs, Roma and other minorities [UNHCR of 15/06/00]. According to the Human Rights and Democracy Reports there are currently some 9 444 refugees in Macedonia [WFP –21/07/00]. The economy as per April 2000 – the Centre for Policy Studies in Belgrade studied the effects of sanctions, hyperinflation and the bombings on the economy of FRY. A case-study estimates that US $ 45 million of the country’s foreign trade was lost and that US$ 72 million was lost in industrial production. However, this study does not provide concrete quantifiable evidence of the living standards and any codex on employment performance due to risk assessment situations in the war torn region. Nevertheless, it makes a general conclusion that „sanctions inflict damage proportional to the disadvantage already suffered by certain groups and individuals in the division of income”, while „the members of the ruling groups are the ones least affected by sanctions” [OCHA-07/07/00].

The EU organs and other World Bodies affiliated to the Human Rights and Democracy have managed successfully the nutitional situation, habitat and resettlement of the refugees in the former FRY-WFP is providing food to an estimated 878 300 people in Serbia and 95 000 people in Montenegro [WFP-27/06/00]. The RNIS has received no new nutritional information on the IDP and refugee populations Between April and June the prices of food and basic hygiene items suffered a sharp rise in price. As a result the purchasing power of ordinary citizens in FRY has decreased further. The prices of wheat may soon increase further if the warnings about the harvest are correct [OCHA-07/07/00]. According to the preliminary findings of the joint FAO/WFP Crop Assessment Mission to FRY indicate that the agricultural situation in FRY is more serious than expected [OCHA-14/7/00]. The most recommended living standard priorities for future macro-economic policy excellence are as follow [7];

- Assess the effects of sanctions on FRY’s most vulnerable group further.

- Continue to monitor price changes in basic commodities.

- Obtain information on the nutritional situation of IDPs in Serbia and Montenegro.                    

The adverse security situation in Kosovo restricts the minorities’ freedom of movement and leads to difficulties in assessing basic public services, especially health care, education, social welfare and public utilities. UNHCR bus lines, with security escorts from KFOR, continue to provide a lifeline for many isolated ethnic communities across the province [UNHCR-09/06/00 to 15/06/00], whilst the World Bodies and the EU Human Rights and Democracy Groups will still strongly continue to support minority groups and ensure that they reach their goal of excellence in employment and good level of living among the CEECs.

WFR will continue to monitor the special needs of minority communities who currently receive their food aid from separate distribution points [FAO/WFP-24/07/00].

Poland is changing, along with the new opportunities, resulting from political freedom, the market economy and consumer choice, came threats such as structural unemployment. Women are among those worstly affected – especially women above forty6, who have been out of the labour market for several years. In the Gidansk region they constitute over 70 % of all the unemployed. In March 2000, the report, „Expectation and challenges – Polish Women and the European Union” was presented in Brussels by Anna Knothe, President of the Warsaw- based Centre for the Advancement of Women. In it she says that confrontation with free market rules and competition „has shown how far Polish Society is from implementing the principle of an equal share in economic welfare and power between both genders, and how far the society is from understanding that there is no full democracy without women”. The report concludes that this is also due to „lack of equal status legislation” [8].

As a specialist in the CEECs affairs it is my opinion that before these countries accede to the EU in the 2000s, they should be prepared both mentally and materially for the new challenges of membership. The citizens of the acceding CEECs should be allowed to vote freely and overwhelmingly whether to join EU, or NOT to see where the balance of support of EU-Membership lies. The Governments and civil servants of the CEECs are clearly showing their strong commitment in the successful operating mechanisms and clear-cut good results in the EU-Accession Criteriums in some countries. Many of the CEECs are reminded that, the following advance preparations are crucial besides Human Rights and Democracy:

- Ambitious yet realistic goal-setting and commitment to fulfilling the goals established.

- Awareness of the political status and responsibilities of new CEEC Democracies especially in Women Affairs / Gender issues is still missing.

- Graining of KEY Persons for the EU- Integration-Networks.

- Good knowledge of the organization and the people in different EU-Institutions and in the Member States.

- Long term planning of the managerial tasks of the KEY persons.

- Good co-operation between different actors and a common understanding of the roles and responsibilities of different institutions and in the Member States.

- Acknowledgement of Human Rights and Democracy for all citizens in the CEECs irrespective of gender issue, or ethnic group.

In conclusion, the management of Human Rights and Democracy in the CEECs can be fulfilled as follow:

- Having positive initiatives in development of basic need co-operation:

- Support for Democractic Process.

- Impact of External Assistance on the Promotion of Democracy.

- Measures Aimed at Strengthening the Rule of Law.

- Promoting Equal Opportunities for All and Support for Vulnerable Groups.

- Measures Aimed Especially at the promotion of Economic and Social Rights.

- Decentralized Co-operation.

- Political Dialogue as a Positive Means of Promoting Human Rights.

- Efficiency of Positive Measures in general [9].
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2. 1. THE MACRO-ECONOMIC PERFORMANCE POLICY ON EMPLOYMENT SURGE TOOLS IN HUNGARY

Many people have marveled at the pace of change in the Central Europe – so much expressions of amazement and surprise have almost become cliche’. And yet, despite the increasingly recognizable European quality of middle class life in the region’s more advanced economies, Central Europe has hardly lost its ability to excite and inspire. Take a case-study of Hungary based on the radical changes and results achieved up to now, it seems to be proper statement that Hungary, among some other countries in the CEE region, carried out the most important changes and developments and thus reached the end of the transition period in 1999. The Hungarian Transitional criteriums have been composed of Political criteriums: 

· From one party to a multyparty parliamentary democracy; Cultural Criteriums:

· EU-Integration behaviour/thinking model of multiparty parliamentary democracy and market oriented economy; Economic Criteriums: 

· From centrally planned to open market economy.

The Hungary economy is growing at a healthy 5.1%, nearly 48 % of the country’s gross product comes from exports – a sign that this tiny country by the year 2000 is on the edge of the Balkans can produce competitive goods despite its 40 years of Communist isolation. The macro-economic policy features in Hungary by 1997 [1] were as follow:

· More than 75 % of the state owned companies had been privatised.

· More than 60 % of Hungary’s GDP was produced by the private sector.

-     Foreign trade had been liberalized.

-     Price controls had been abolished.

· The national currency was convertible.

· Foreigners’ investment was encouraged and profits could be repatriated.

-     The legal framework regarding economic activities resembled to a high degree that of a Western economy.

The macro-economic policy performance was robust in 1998 with the activity picking up and inflation falling steeply, though there was an increase in the external current account deficit. Output growth, close to 5 % in 1998, was led by exports and investment, but consumption also accelerated. After 26 % export volume growth in 1997, a further rise of 20 % was estimated in 1998 as earlir investments, including substantial green field FDI, continued to come on stream. Many of these activities affected macro-economic performance policy on employment in Hungary, however relied on imported intermediate and investment goods, so import volumes also increased pari passu. Fixed investment growth remained robust, at an estimated 10 %, boosted by a strong macro-economic framework, friendly tax policies, and ready access to EU-markets. Real wages rose to almost 4 %, and 1998 saw the first increase in recorded employment since the beginning of Transition. Rising household incomes underpinned stronger private consumption, which according to staff estimates may have risen as much as 5% in 1998, compared with 2 % in 1997.

The European Union is thus developing a Common Foreign and Employment Excellence Policy through CAP and has powerful political and econonmic instruments to promote its interests. However, on occasions, to achieve EU policy objectives it will be necessary to back up those political and economic instruments with employment excellence policy means, thus raising the standard of living in the CEECs to the EU Codex level. WEU’s present role is thus the result of the macro-economic policy evolution of the process of European integration and reform of „Cohesion of Regions” in the CEECs, on the other hand, as well as of radical changes in Human Rights and Democracy to European Security.

The recent trends in poverty in Hungary and the politics of poverty can be differentiated as follow:

- Confusion in the interpretation of poverty.

- Inconsistency between political and social rights.

- The rivalry between impoverished social groups.

- The „decentralization” of social tensions accompanying the increase of poverty.

The Political Dimension of Poverty and Employment in Hungary as a logical consequence of the social struggles as concerns the poor is rather vaguely represented on the political agenda in contemporary Hungary [UNESCO, 1999][2]. On the macrolevel of politics, it can be stated with certainity that the isssue enjoys very low priority. As this folows from the unquestioned superiority assigned to accelerated privatization and economic restructuring and from the experiences of those broad layers which have suffered impoverishment during the past years and regard the real poor as their arrival in the competition for compensation and of course organized labour force voice for the unemployed poor is amiss in Hungary. Currently in Hungary the decisive divide lies between liberals and nationalists on the Hungarian Political scene on the unemployed poor.
See the following tables 1-3.

TABLE 1. THE CHANGES IN CONSUMER PRICES, REALWAGES/SALARIES AND REAL INCOME, 1990 TO 1996 BY ODHIAMBO MOSES SEPT. 2000 [PREVIOUSYEAR=100.0].

Date
Consumer Price Index
Real wages/salaries

 per earner
Per capita real income

1990
129. 0
96. 0
98. 3

1991
135. 0
93. 0
98. 4

1992
123. 0
99. 0
97. 0

1993
122. 7
96. 3
95. 4

1994
119. 0
10 7. 0
103. 0

1995
128. 3
88. 0
95. 3

Total
399
-20
-13

TABLE 2. HUNGARIAN MACRO-ECONOMIC INDICATORS AS ON 30TH JUNE 1999 

GDP growth in 1997

           ||         in 1998

           ||          in 1999
4. 4 %

5. 1 %

3. 8 %

Inflation in 1997

        ||          1998

        ||           1999
18. 3 %

14. 3 %

9. 5 %

International Reserves [USD bn]
9. 4 [Feb.1997]

Current Account in 1997 [USD mn]

As % of GDP

Current Account in 1998 [USD mn]

As % of GDP
981

-2. 2 %

2298

-4. 6

Trade balance in 1998 [USD mn]

          ||                 1999[USD mn]
2701

471 [Jan.-Feb.1999]

Foreign direct investment –Cumulative [USD bn]

 Per Capita
18. 0 [March 1998]

’’US$1, 765”

Budget balance in 1998 [USD mn]

            ||                 1998 [in % of GDP]

            ||                 1998 [in % of GDP]
3238 [Jan.-Dec.]

-6. 5 %

-3. 9 %

Other Indicators -Population [mn]

                            -GDP in 1997 [USD bn]

                            -GDP per Capita
10. 2

45. 0

$4, 415

The Economic Dimension of Poverty in Hungary is threefold: The uneven socio-economic impact of the lasting economic crisis, which has impacted certain groups more then others.

- The Socially uneven repercussions that the rapid changes in the prevailing property relations and state finances have had on household economies of the various social groups.

- The negative consequences of the systemic changes on employment stability and on access to various kinds of gainful work which has led to unequal risks of unemployment and marginalization in Hungary.
TABLE 3. THE STATISTICAL PROGNOSIS OF REGISTERED UNEMPLOYED WORKERS IN HUNGARY UP TO FEBRUARY 2000

Unemployed Ifrastructurre Category
1999

February Number
2000

February Number
Quantity Chamnge in Infrastructure Category
% -Change in Infrastructure Category

Registered Unemployed
442552
437675
-4877
-1. 1

New Jobseekers
29552
27443
-2109
-7. 1

Less and equals 25 years of age
90754
88676
-2078
-2. 3

Unemployed Men
251440
245741
-5699
-2. 2

Unemployed Women
191112
191934
822
0. 4

Unemployed labourers
370738
365063
-5675
-1. 5

Unemployed Elites
71814
72612
798
1. 1

Unemployed non-professionals
2155596
212636
-2960
-1. 4

Unemployed diplomates
10331
10979
648
6. 3

Enrolled jobseekers in the GVT. Office
59638
58319
-1319
-2. 2

First Applicant Jobseekers
12471
11956
-515
-4. 1

Chronically registered unemployed
113266
105640
-7626
-6. 7

Unemployed Infrastructure Category
January 1999

156803
January 2000

164196
Change Value

7393
Percentage Change 4. 7

Unempl Income Subsidy
160 606
153413
-7193
-4. 5

Unemployed taking part in income subsidy
101 052
115 753
14 701
14.5

Unemployed off-flow income subsidy
31 165
30 319
-846
-2. 7

Unemployed now employed 
5 151
5 186
35
0. 7

Unemployment Income Subsidy Inflow
24 563
23 589
-974
-4.0

At the end of 1999
January 

the registered unemployed was

38 % in the list.
In January the 

unemployed who got in-come subsidy was 35. 5 %



Closing date 02.02.2000
Registered unemployed on 1st February 2000.

432 090
Corrected seasonal number of unemployed on 1st February 2000

408 252



Closing date 02.02.2000
437 675
406 857
30 818


Change
5 585
-1 395
6 980


Source: Hungarian Labour Research and Methodological Centre & ILO -CEET

TABLE 4. THE ECONOMETRIC CHARACTERISTICS OF SOCIAL SECURITY BENEFITS AND WELFARE ASSISTANCE ON HOUSEHOLD BUDGET SURVEYS FOR 1993 AND 1995 IN  HUNGARY

Type of transfer of Payment
%-age in gross per Capita Income@year
1993 First decile
%-age in gross per Capita Income@year
1993 Tenth decile
%-age in gross per Capita Income@year
1993 All hhlds
%-age in gross per Capita Income@year
1995 First decile
%-age in gross per Capita Income@year
1995 Tenth decile
%-age in gross per Capita Income@year
1995 All hhlds

Pension
12. 7
9. 3
20. 6
10. 9
14. 2
23. 0

Sick Pay
1. 0
0. 7
1. 2
0. 7
0. 8
0. 6

ChildCare Provision
5. 0
0. 9
1. 2
6. 8
/0. 5
1. 4

Family Allowance
21. 7
2. 3
6. 6
21. 1
1. 1
4. 7

Unemploy-ment Benefits
11. 9
0. 7
3. 0
6. 2
0. 4
1. 1

Welfare Assistance
3. 7
0. 3
1. 0
9. 1
0. 4
1. 3

All transfer income together
56. 0
14. 2
33. 6
54. 8
17. 4 
32. 1

Looking at the statistics above a framework for assessing Macro-economic Policy Governance and Micro-economic Policy risk Assessment’ is very vital in the CEECs. Analyzing Unemployment risk indicators provides a comprrehensive overview of topics dealing with the assessment, analysis and management of standard of living risk in Hungary today. The tables stress the key players in the macro-economic policy governance and the micro-economic policy management for the welfare of the society in achieving excellence in employment. 

Some people may believe that crises are an inevitable feature of the capitalist system. Others hold that unemployment change rate crises will vanish as more and more countries adopt open policy markets and floating exchange rates. But, some of us believe that crises can be avoided, or at least limited by good economic management, and that having a reasonable idea of where the equilibrium exchange rate lies is an essential requirement for good macro-management [3]. These differing regional outlooks highlight the importance of pursuing development strategies that can achieve both high and equitable growth in employment, standard of living and higher GDP per year. It can be seen clearly that the crisis has increased poverty in the CEECs. The crisis has led to a significant rise in income poverty and has engendered costly, large movements of people and sharp declines in middle-class standards of living [4].
TABLE 5. THE SELECTED ECONOMIC TOOL SURGE INDICATORS IN HUNGARY FROM 1992 TO 1998

Real 

Economy

-Real GDP

-Domestic 

demand

-Private

Consum

-Gross fixed Investment

-Real Export

-Real Import

-Employ. Rate

-Unemploy. Rate

-CPI [ end of year ]
1992

-3. 1

-2. 6

0. 0

-2. 6

2. 1

0. 2

-9. 8

10. 2

21. 6
1993

-0. 6

8. 3

1. 9

2. 0

-10. 1

20. 2

-6. 3

11. 5

21. 1
1994

2. 9

1. 7

-0. 2

12. 5

13. 7

8. 8

-2. 0

10. 3

21. 2
1995

1. 5

-4. 1

-7. 1

-4. 3

12. 4

-1. 6

-1. 9

9. 9

28. 3
1996

1. 3

0. 8

-2. 7

6. 7

8. 4

6. 6

-0. 8

9. 2

19. 8
1997

4. 6

4. 4

2. 0

8. 8

26. 4

25. 5

0. 0

7. 7

18. 4
1998

5. 0

6. 6

5. 3

10. 2

20. 0

22. 0

1. 4

7. 0
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The impact of the marginal employment subsidy and other policies in Hungary:

- If the exchange rate is taken as fixed, are there policy mixes which dominate others in terms of their effects on the balance of payments, the budget deficit and the short-run price level?

- If the exchange rate is flexible, so that the sum of the balance of payments effects has to be zero, are there policy mixes which dominate others in terms of their effects on the budget deficit and the short-run price level?

Assuming the Principles of Keynesian Model, it will have direct impact on expenditure via the changes in prices and profits consequent on the subsidy being paid for intra marginal workers who are n in number. The model leads to the following effects [dn/n].

The impact on employment is associated particularly with the marginal aspect of policy, which is due to increases in exports, especially in markets where firms operate as price takers.

. Proportional effects via price reductions increasing real personal incomes.

. Proportional effects via profits. 

. Proportional effect via price reductions leading to impact substitution.

. Proportional effect via price reductions leading to increased real incomes.

As is seen in the above tables one of the major expansionary effect of the policy comes via exports.

Export expansion> Import expansion = Favourable balance of payments.

The most important point in these transitional countries is that the impact of the policy depends crucially on the money paid out to the firms which would have expanded without any increase in aggregate employment, compared with the expansion induced by the policy. The vital factor being of course, the extent to which the subsidy is passed on in the price reductions [5].

If we were to assume that Macro-economics was invented to explain the persistence of unemployment, then in the case-study of Hungary there are THREE KEY FACTS:

1. Unemployment Persistence: If it becomes unusually high, it doesn’t quickly revert to its earlier level, and the same is true if it becomes abnormally low.

2. Unemployment is in the long run untrended. This means that there is a long-run natural rate of unemployment to which the system tends eventually to return. Here the long-run NAIRU [where NAIRU = Non-Accelerating-Inflation Rate of Unemployment] – this is the level of unemployment at which there is  no upwards, or downwards pressure on the inflation rate[or when exists no price surprises]. The fact that the unemployment rate is untrended is quite, remarkable, given the large changes in labour force which have occured in most CEECs, mainly for demographic and economic transition reasons. In the now 2000s in the eve towards EU-Membership Accession in the long run employment follows the labour force, and any meaningful model of the economny will have to reflect this tendecny.

3. Unemployment is usually far from the long-run NAIRU without any upwards or downwards pressure on inflation. An example of the EU-Case Study has shown that in the 1980s was very stable despite high unemployment, it was also stable in the 1950s and 1960s despite low unemployment. This implies and is implied by the fact that in any year the prevailing NAIRU [or short-run] can be far away from the long-run NAIRU. Thus in Hungary the short-run NAIRU has to become one of the Central Concepts in macro-economics.

The helpful theories in solving unemployment in the CEECs are two fold: a) Efficiency wages for workers in Hungary e.g. by the year 2001 the minimal monthly pay will be US$ 200[6] and b) Union Bargaining where the Union policy is decided by the median voter’s preferences, determine employment on the basis of the bargained wage [7].
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CONCLUSION

The Human Rights and Democracy among the CEECs’ Minorities and Migrants at Workplace – especially in securing employment is very controversial today than ever during the socialism. In many of the CEECs Informal or Racial discrimination, Indirect evidence for discrimination and Direct evidence for discrimination is highly experienced among the extreme rightist societies and just a change of attitude of naivity of being a capitalist. Since Maastricht the category of EU citizenship has existed for all nationals of EU-Member States, but not all enjoy the equal rights that this supposedly confers. Many ethnic minorites who are EU-nationals suffer from discrimination in their own states and find the situation worse still if they attempt to move.

Further more there are millions who are legal residents in these candidate CEECs aspiring to join EU-Membership, but who have no RIGHTS AT ALL and therefore cannot move freely within their own countries of origin. Legal and racial discrimination thus interact in the labour market, where unemployment is abundant in the CEECs.

The macro-economic policy excellence of Human wellbeing is seen to depend on more than individual opportumities. In the article economics explains the behaviour of individuals with given tastes as their opportunities change. It does not explain their tastes. Thus economics is much better at explaining changes in behaviour than levels of, say, consumption or time use. Culture is a key factor here, though as the CEECs become more homogeneous there will be fewer such difference to explain, but with the EU – Human Rights and Democracy Criteriums these candidate countries will have to pass a litimus test also in the political philosophy in the Public Choices which involve issues of income distribution according to the open economy market.

Employment excellence, or protection in the CEECs needs to be researched further at many levels – disaggregated and aggregated. At the aggregate level it is clear that employment protection discourages hiring and thus increases long-term unemployment. It also discourages firing and thus reduces short-term unemployment. In these CEECs there are no a priori way to know the net effect especially in this horrible economic transitional period, though emprically in a cross-country regression in which a researcher tries to explain employment protection by all means of factors affecting it [Petri Net Analysis].

A COMPARATIVE CASE-STUDY OF MACRO-ECONOMIC POLICY INFRASTRUCTURE OF ITALY GOVERNMENT AND CENTRAL EASTERN EUROPEAN COUNTRIES

[CEEC-s] WITHIN EUROPEAN UNION 

INTEGRATION NETWORKS 
Abstract

The European Council welcomes the 2000 Broad Economic Policy Guidelines for the Community, member states and of course for those CEEC-s acceding into the EU Membership. As reiterated at the Lisbon European Council, they are designed to maintain growth and stability-orientated macro-economic policies, increase the growth potential within the EU Integration, improve the quality and sustainability of public finances and move forward with far reaching and comprehensive reforms of product, capital, and labour markets within the CEEC-s and Italy. They build on the Lisbon Strategy, thereby contributing to meeting, over time, the challenges of restoring full employment, promoting transition to a knowledge-based economy, preparing for the consequences of ageing population and improving social cohesion. The macro-economic policy, of course does not come risk free in the Central Eastern European Countries. It involves risk and enterprising people, who must be encouraged to take open economy market chances to reap the fruits in the coming future.

Since the first years of the transition, there has actually been a certain connection between scientific research and concrete investment policy by firms (Mutinell e Piscitiello 1996). After Germany, Italy is one of the main foreign investors in Macro-Economic Scientific Research on CEECs. This led to the establishment of information centres for those entrepreneurs willing to invest in the CEECs. It is the case of the ISDEE in Trieste, of INFORMEST in Gorizia and of the Centrio Studi Nord Est in Venice. The macro-economic policy cooperation of practioners has somehow helped to expand knowledge, particularly regarding firms and their strategies in this area, and to link  academic debates with emprical observation [GESIS- July 2000].
1.0.  INTRODUCTION

Economies find their roots in accounting due to their basic goals of measurement of economic phenomena. It thus, goes without saying, that the double entry principle emerges it is one of the expressions of the complexity of the capitalistic organization of trade. During those days, the Italian capitalistic merchant was anticipating the European capitalism of the following centuries [1], whereas the factory organization of the English industrial revolution was anticipated by small productive organization in the textile sector [2]: the silk producers of the Pianura Padana. In such a context, the double entry – principle was the signal of the emerging of economic rationality as opposed to the medieval catholic approach to the analysis of economic behaviour through ethics. Appreciating the content of  rationality in the contribution of similarity in the evolution of mathematics and economics by Luca Pacioli does not mean to stick necessarily to the extreme position expressed by Sombart [3], when he suggests that the double-entry – priciple is a specific expression of the secular trend of the emergence of Rationality in history of the Western World. In the theory of Luca Pacioli, in a sense, not only the revolutions within scientific disciplines show common structure, but also the structure of the relationship between stimuli and ordinary evolutions in different disciplines may appear similar.

Turning around our perspective, we cannot forget that not only the principles of accounting play a relevant role in the developing of economic theory, but also that  economic analysis is becoming more and more important in the forward looking procedures of the budgeting process. As for the current macroeconomic infrastructure outlook, Italian GDP once again grew at a rate significantly lower than the euro area average in 1999 [1.4 % against 2.2 %].  However, thanks to the World –wide economic recovery, to the enhanced competiveness of Italian expoerts due to the prolonged depreciation of the euro, and to a moderately expansionary Budget, which estimated that Italy would  reduce the growth gap with respect to the rest of the euro area in 2000. The 2000 Italian Budget introduced a modest reduction in the tax burden, but until the weight of the public debt is not cut back significantly and the reform of the Italian welfare state accomplished, only minor in the interventions in this direction will be aviable. With respect to monetary policy, the ECB raised its main refinancing rate by 25 bp on 27th April 2000, the third intervention of this size since the beginning of 2000. The ECB expressed its concern about the upside risks to price stability arising from strong growth in monetary aggregates and the level of the exchange rate of the euro, which dropped to a new minimum at 0.89 against the US dollar.

For the past ten years, the countries of Central and eastern Europe [CEE] and the Newly Independent States [ NIS] have undertaken great efforts in working toward improving their macro-economic policy infrastructures. With particular attention to the CEEC-s, they have assessed the open macro-economic policy problems inherited from the past, established and strengthened institutions and created conducive EU-accession  political  and economic criteriums to prevent future strong macro-economic policy degradation in the region. From the beginning the World Bank  and EBRD have taken part in this challenging endeavour, not by acting alone, but as partners to these countries as well as to the bilateral donors and international organizations involved. The World Bank played a major role in the development of the environmental Action Program, adopted by the second „Environment for Europe” Ministerial Conference in Lucerne, Switzerland, 1993, which gave a  common framework regarding macro-economic priority actions. The World Bank has focused its efforts in three main areas: project finance, institutional strengthening, multilateral and regional collaborative efforts.

The World Bank’s Mission to the CEEC-s is to work toward the reduction of extreme poverty [particularly among the most vulnerable groups], the protection of basic social services and reduction of the most severe environmental threats. The World Bank’s portfolio of macro-economic policy projects in the CEEC-s between 1990 and 1998 included 19 projects [in addition to 18 GEF projects]. These represent total of  World bank support of about US $ 1.6 billion out of total project cost of US $3.3 billion. More than 60 % of the World Bank’s financial assistance for these projects has been to improve air quality and energy use. 16 % has been for general macro-economic policy infrastructure improvements, including remediation and institutional strengthening, and 12 % was for forestry projects. Bulgarian Government for example got a loan of US $ 16 million, while Croatian Government achieved a loan of  US $ 42 million. The GEF has allocated US $ 223 million for projects in the CEEC-s and NIS. The Project Preparation Committee’s project portfolio represents a total investment of about US $ 2.5 billion, with about US $ 260 million from donors and US $ 1.3 billion from International financial institutions [4].

According to ISTAT [5] the Italian GDP grew stronger than the forecast of 1.4 % in 1999.  The main driving force of the Italian economy had been of  Fixed Investment Economy. Revised data on the latter show a 4.4 % annual growth rate, slightly higher than the upwardly revised 4.1 % of 1998 [from 3.5 % to 4.1 %]. Within this item, investment in machinery and means of transport were particularly strong, progressing by 5 % and 10.5 % respectively, albeit easing somewhat from 1998. The profile of construction spending was revised downward, but with a 1.8 % growth rate it still confirms the recovery of this sector. Ultimately, investment in i.e. software, royalties and the like, accelerated further from 1998 to grow by 8.4 % in 1999. Consumer spending was also revised upward, as higher dynamics were experienced for household expenditure. The data confirm the negative contribution of the foreign sector to GDP, although the drag is even larger than thought, as it amounts to 1 % in 1999 [1.3 % in 1998], as a consequence of a 3.4 % increase in imports and a 0.4 % contraction in exports. The substantive contribution of stockbuilding to GDP is highlighted by the ISTAT figures and it amounts to 0.4 % in 1999 [0.6 % in 1998].

In the Italian 1999Q4 GDP statistical data were rather disappointing, as the growth rate stood at 0.4 % q /q and 2.1 %  y / y, i.e. well below forecasts. The expansion in manufacturing output and the solid progress in the services sector gave a progress in GDP by 0.6 %  q/q and 2.3 % y/y in 2000Q1. The statistical prognosis expect a full confidence in the Italian and World economy perspective to consolidate in future, both at company and household levels. The optimistic statistical prognosis is enhanced by the tax  cuts introduced in 2000, as these measures will underpin the expansion of domestic demand growth which will be the driving force of GDP growth during the next two years.  The macro-economic policy improvement in the external environmet inverted the sign of the foreign sector contribution, which is no longer a drag to the economic growth. As a result, the Italian GDP growth showed more than 2.8 % on average in the 2000-01 period. The Capital accumulation continues to be the main engine of GDP growth, running at 5.0 % on average. The contribution to GDP growth of ICT investment runs close 0.2 %, despite the fact that it accounted for only 2.3 % of GDP in 1999.

The Italian dynamics of private consumption weakened during 1999, as the yearly growth rate declined from  2.5 % in 1999Q1 to a three-year minimum at 1.0 % in 1999Q4. The lag phase in dynamics of private consumption explains a large part of the growth gap between Italy and the rest of EMU. The total employment is growing above 1 % in the next two years, with the tax burden levied on household income decreasing, as the Italian Public Finance permits a progressive easing in the fiscal instance. In 2000-01 exports and imports increased by 6.2 % and 5.8 % respectively; the drag on Italian GDP growth is positive, though moderate lift is necessary. The macro-economic factors seen to affect the level of Italian CPI % are as follow:

-A statistical effect due to the fact that oil price increases began in late January 1999 and were first felt in CPI data in March 1999.

-The Italian Government approved an inflation curbing package which included a ITL 10 increase in the tax break on fuel prices for March-April period in 1999, which amounts to ITL 50. In addition, the decree imposes an upside limit to the increases in tariffs for water, rail transport, postal service and motorways, which cannot exceed 1.2 %, i.e. the inflation target contained in the four year DPEF financial plan approved in June 1999 last year. Ultimately, it contains a reduction of 1 5 in the tax rate applied to car insurance premia [which means a 0.8 % cut in final price] and imposes to freeze for one year the cost of car insurance. The statistics, however show that the estimate of CPI Inflation is not exceeding 2.3 % on average in mid July 2000  revised from 2.2 % due to higher import prices], a level which is higher than the new government target set at 2 %. The output gap becomes only positive at the end of 2000, and its size will remain moderate during 2001 presumably. In econometric terms – the OUTPUT GAP is a measure of possible pressures from the demand side of the economy, being defined as an estimate of the difference between the current level of the economic activity, estimated with Hodrick–Prescott filtering procedure. The output gap is expressed as a ratio of actual GDP, and a value below zero means that the economy is running below capacity and consequently, no relevant inflationary pressure is emerging from demand.

The promotion, encouragement, supporting rural entrepreneurship for macro-economic policy  excellence in the Central Eastern European Countries should be a coordinated effort undertaken by the respective central governmenst, municipality governments and nongovernmental organizations. Such endeavors should increase the number of enterprises and small businesses; increase the volume of employment; consolidate and expand already existing businesses and of course,  attract investment infrastructure from Italy within the European Integration networks. It is inevitable that supporting rural entrepreneurship in the CEEC-s requires considerable financial resources and substantial investment at the beginning of the development process. However, it reasonable to expect that those investments will generate positive economic results as early as in the medium term. An increase in the number of enterprises and in the employment rate in the CEEC-s will spur demand, and local governments will benefit from the increased tax base. These outcomes are relatively easy to measure. But there will also be indirect advantages, such as setting positive examoles for the local business community in the CEEC-s, spreading good work practices, diffusing enterpreneurial values, improving the economic activity of the respective countries’ communities and creating the bottom-up support for further improvements and development towards macro-economic policy excellence in the region [6].
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FOREIGN INVESTMENT ADVISORY SERVICE OF THE CEEC-S WITH ITALIAN GOVERNMENT INVESTMENT INFRASTRUCTURE WITHIN THE EU-INTEGRATION NETWORK

Investing in a foreign economy can be daunting, especially if counterproductive policies, laws, and regulations obstruct action at every turn. The Foreign Investment Advisory Service [FIAS] helps governments large and small bring down those barriers and facilitate foreign direct investment. Analysing the impact assessment of the Phare programs, IFC and IBRD, the FIAS team provides advice to the CEEC-member governments on policy, legal, regulatory and procedural changes that bring transparency to the investment environment as well as on effective promotion of foreign investment. Advice from the FIAS can be general, such as a review of the investment climate, or complex, such as ways to strengthen linkages between local private businesses and foreign investors. The objective for the CEEC-s is to get the greatest possible benefit from foreign direct investment, not only capital but also technology and management expertise. FIAS in the EU-Integration Region works only at the request of client governments. Its assistance is not tied to the World Bank, or IFC loans, credits,or equity investments [1].

The macroeconomic setting and business climate in most countries in Central and Eastern Europe registered real economic growth in 1997. In Bulgaria the investment impact assessment eveluated possible financial assistance to potential projects in agribusiness, industry and approved an investment in cement. The IFC initiated a study on helping SMEs [2].

In Czech Republic according to investment impact assessment much industrial restructuring remains to be done in this relatively advanced transition country. Here investment is concentrating on domestically controlled medium and large-scale industrial companies. In the financial sector, IFC invested in a credit rating agency and provided technical assistance on pension reform and pension fund management.

The investment impact assessment infrastructure in Hungary responds to energetic growth in economic activity, home science based and traditional based, IFC especially has approved operations in capital markets and investment in the national airline. Here IFC has taken the lead in the establishment of a credit rating company in Hungary. The Hungarian Economic Criteria for Eu Accession is as follows in the short-term 2000:

-Speed up restructuring of public finances including reform of the health care system.

- Implement a plan for restructuring the steel sector in line with EU requirements.

- Establish a functioning landmarket, finalise the land and property register.

The Internal Market Outlook in Hungary is as follows:

- Free movement of goods that is to accelerate alignment of European Standards, certification and conformity assessment, adopt implementing legislation related to pharmaceuticals, reinforce existing market surveillance and conformity assessment structures with the equipment and training.

- Free movement of services that is to amend banking rules to prohibit the opening of new anonymous accounts.

- Competition in empowering State Aids in monitoring Authority to control all aid measures, in aligning State Aid Inventory.

· Telecommunications in ensuring full independence of the regulatory authority by June 2000.

· Audio-visual in completing alignment of legislation including the introduction of a monitoring system for satellite broadcasting.

· Taxation which furhters alignment in VAT Regulation in particular with regard to the cases of reduced rates and exemptions; eliminate discriminatory excise duties on spirits; confirm acceptance of the principles of the code of conduct for business taxation and to ensure that the new tax measures are in conformity with these principles.

· Customs which further align legislation in particular as regards reform of customs Code, the integrated tariff and binding tariff  information system.

The Hungarian Economic and Monetary Union in the Short term of EU Accession will consolidate the independence of the National bank in particular with regard to government borrowing.

The Medium-Term Hungarian Economic Criteria for EU-Accession wthin the Open Economic Policy Integration Networks is as follows:

- To complelete restructuring of public finances including reform of health care system.

- Establish an annual fiscal surveillance procedure aimed at bringing the reporting, monitoring and control of public finances, specifically fiscal positions, in line with EU procedures.

- Continue efforts to improve the conditions for the creation and development of private enterprises, with particular attention to small and medium-sized enterprises.

The Hungarian Internal market Outlook in the Medium-Term of EU-Accession is as follows:

-Public Procurement in aligning threshold values by the end of 2001, deadlines for submission of tenders, definition of public works and enforcement – remedies procedures in the utilities sector; abolish by end of  2002 in the National Preference Clause for Public Procurement by introducing access to award procedures in Hungary for all Community companies.

- Free movement of goods in completing alignment of standards, certification and conformity assessment.

- Free movement of capital to remove remaining restrictions medium and short term capital transactions.

Freemovement of persoins : Complete alignment of mutual recognition of professional qualification and diplomas.

Free movement of services : Eliminate anonymous banking accounts.

Competition in ensuring full enforcement of Suitability and State Aid rules, reinforcing the anti-trust State Authorities, increasing training at all levels of administration.

The Polish Investment infrastructure is supported by the International Finance Corporation IFC in the paper packaging, mineral wood production and hotel industries. IFC is backing SMEs in poland through a loan and equity investment in a bank that concentrates on lending to smaller companies. In Slovakia Republic IFC signed a loan to an Italian–Slovak joint venture for plastic molding equipment. In Romania IFC established a field location and undertook privatization advisories to three large state owned enterprises and two power plants. The IFC investors have advised the Bucharest Water Authority on attracting private direct investment. The corporation secured technical partners and invested in a new commercial bank and new insurance company. IFC also supported the privatization of a leading local bank in Romania.

Regional Investment Advisory Policy exists because of market failure. The stability and persistence of regional disparities in unemployment rates and in output per capita over long periods of time indicate that market forces are unable to remove these disparities. Governments through the EU and those acceding into EU membership have, therefore, opted for interventional policies, which take three main forms as follow:

-Inducing inward investment into designated assisted areas.

- Stimulating indigenous growth in designated assisted areas.

- Regenerating through investment in the economic and social infrastructure of designated assisted areas.

The rationale for regional investment advisory policy in Italy developed differently from France and were dominated by the specific needs of the South. The regional policy in Italy was based on open market economy potential and priority allocated to promoting national growth [3]. In trading with the CEEC-s and meeting the Lisbon goals and demands of enlargement, the strategic priority objectives will be as follows:

· Maintaining the emphasis on social relevance and continuing to use key Actions as a way of focussing investment programs in Italy and in the CEEC-s.

· Maintaining a strong emphasis on collaborative RTD projects supplemented by a variety of other actions.

· Emphasiing excellence and the participation of leading edge researchers in the respective countries.

· Encouraging participants to propose riskier projects.

· Enhancing meseasures encouraging the mobility of investment  companies of SME-s and bigger corporations wthin Italy and in the CEEC-s, whilst integrating within the EU framework.

· Retaining support for generic competence building in regional investment advisory team work.

· Increasing the emphasis on the investment advisory research need to support other EU policies in the CEEC-s [4].

The World  economy is looking up again since the end of last year, thanks to the upturn in Asia. The recovery is expected to gain momentum and spread to other non-industrial regions in the course of this year. Economic growth in Italy was 1.3 % in 1998, only half the rate for the euro area, and this was mainly due to very slow exports. After the sharp decline of GDP in the fourth quarter of 1998, the first three months did not bring an improvement. The external sector remained weak and domestic confidence was affected by the Kosovo crisis. Industrial production was declining, and confidence indicators were quite low [5].

The recovery in International trade and the prolonged weakness of the euro have been felt by Italian exports since late summer of 1999. Trade balance data showed marked improvements in yearly percentage changes: from the minimum at – 10.7 % y/y in February, exports progressed to a positive variation in August for the first time in a year. The positive moment for Italian exports continued in the following months, as exports of manufactured goods to non-Eu countries grew a healthy 33.6 % y/y in 2000Q1. As exports implicit deflator showed [+0.2 % q/q] in 1999Q4, the increase in trade volumes is to a large extent the consequence of a surge in quantities rather than in prices. Thus, exports kept up strong in 1999Q4, growing by 1.5 % q/q, which never the less left the annual change in negative territory at –0.4 % [6].

The World Bank and EBRD reports of the year 2000 also showed a real boom in imports, sailing well above 20 % y/y in nominal terms in 1999Q4, a dynamics which actually accelerated further in 2000Q1 up to 42 % y/y. Commodities’ prices were up around 50 % y/y in 1999Q4 in dollar terms and the euro had then already lost lost around 11 % against the US currency. Not surpringly the regional investment policy stream data depict the import implicit deflator rising by 1.6 % q/q in 1999Q4, which brought the annual increase at 3.4 %. The trends in commodities’ prices and in the euro / US$ exchange rate continued also in 2000Q1; with commodities’ prices in dollar terms rising up by 62 % y/y and the euro depreciation against the US $ amounted to 15.2 %.

The Italian drag on GDP growth amounted to 1 %, only slightly better than negative record of – 1.3 % occuring in 1998. As a consequence of the latter dynamics, both the trade balance and the current account surplus diminshed significantly with respect to 1998; the trade balance surplus fell to euro 13.1bn as opposed to euro 24.7bn in 1998.; the data for Italian Current Account show a shrinkage of the surplus with respect to 1998, which in terms of GDP, fell to 1.1 % in 1999 from 1.7 %.
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3.0.THE COMPARATIVE CASE-STUDY OF MONETARY INVESTMENT POLICY AND INTEREST RATES OF ITALIAN GOVERNMENT WITH THE CEEC-S WITHIN THE EUROPEAN UNION INTEGRATION NETWORKS

The Maastricht Treaty requires sufficient  economic convergence to create the conditions for European Monetary Union. It sets out criteria in relation to fiscal instance [budget deficits and debt burdens], inflation performance, interest rates, and exchange rate stability. The Maastricht convergence criteria for the fiscal instance, inflation, and interest rate performance. When dealing with the CEEC-s, it is important to note that the notion of economic convergence associated with these criteria refers essentially to nominal convergence, which should be distinguished from what might be referred to as real economic convergence. Where real economic convergence is the process of equalization of national / regional GDP per capita and the convergence of economic structures and institutions. The intellectual rationale for these fiscal convergence criteria, whilst not spelt out in the Treaty, is to be found in the argument that excessive debt is temptation to CEEC governments acceding into EU-Membership to manipulate a surprise inflation as a means of wiping out its real value [1]; [2].

It is envisaged that the practical comparative case-study of the CEEC-s and Italian Government  is composed of  the monetary investment policy – mix and the outcomes in each pillar, including an assessment of the implementation of guidelines setting EU common targets as follows [3] :

· Improving employment – pillar in the respective countries.

· Developing entrepreneurship – pillar.

· Strengthening equal opportunities, policies fo women and men – pillar.

· Encouraging adaptability of businesses and their employees – pillar.

According to Articles 104c (6) – should EU-Member State and CEEC-s acceding into EU-Membership fail to adhere to one of these criteria, then the European Commission would prepare a concrete report which shall also take into account whether the government deficit exceeds the government investment expenditure and take into account all other relevant parameters, including the medium term economic and budgetary position of the Member State and EU-acceding State. Article 109 j (1) on the other hand, acts as a criterion on price stability and performance which a sustainable and an average rate of inflation, observed over a period of one year before the examination, that does not exceed by more than 1.5 % points that of, at most, three best performing Member States in terms of price stability.

The Italian Government and the CEEC-s should be regarded as having an inflation convergence criterion as implying that a respective country is convergent in this respect, if its consumer price inflation is no more than 1.5 % points above the average of the three best performing countries. For example if we could assume lowest economies, according to IMF prediction statistics of the year 2000 as follows: Germany  [x %], France [y%]  and Italy [z%]. The implied criterion would thus be ([ x+y+z] / 3 ) + 1. 5 % .

The case-study is concerned with the monetary investment policy impact of CEEC-s’ enlargement on employment and wages in present Member State of the European Union [EU]. The ECB Governing Council on 27th April 2000, expressed concern about the third 25bps hike upside risks to price stability which, given the prospects for strong economic expansion, arise from strong growth in monetary aggregates, as well as from the present  level of the exchange rate of euro.

The new low level at 0.885 euro /USD represents a 12.6 % decline from the average January 2000 level, thus matching in just four months the entire 1999 drop. Though, the exchange rate is not an explicit target for the ECB, the new fall of the euro / USD exchange rate has a twofold impact on the monetary policy as follows:

It affects price stability via higher import prices and  emphasizes stonger perception that these levels cannot anymore be considered as temporary.

It directly relaxes monetary conditions. Back-of-envelope calculations depict that, in order to counterbalance the expansive effect of the euro depreciation, monetary authorities should raise intervention rates by another 75 bps, ceteris paribus. The relative expansive stance of monetary policy in Italy is confirmed by the M3-data, where the acceleration to +6.5 % y/y in March from +6.1 % y/y in February pushed the 3-month average to +6 %, somehow well above a reference value of 4.5 %. Nevertheless this was not fuelled by the volatile m1-date which slowed down from +10.4 % y/y to 9.9 % y/y as the pick up of the most stable component M3-M1. Diagnosing the infrastructure trend, lending to the private sector speed up from +10.4 % y/y to 10.9 % y/y in March 2000, hitting the highest rate since the year November 1999.

Prodi in a summary of the European Commission’s activities since September 1999 expressed his satisfaction and endorsed European Commission’s research policy on Investment [4]. The The summary included a reference to the planned European Research Area, the ERA, highlighting the concrete initiatives which have been launched with regard to open macro-economic policy co-ordination of research policies based on benchmarking. Also, included is the forthcoming mapping of scientific excellence in Europe in October 2000 year’s proposals on bringing science closer to money-interest rate investment society and establishing scientific and technical reference needed by macro-economic policy decision makers.

The macro-economic effect on the plunge of the euro is leading the ECB to intervene more aggressively this year than it had been in the past. As for long term market rates, the yield on the 10y BTP returned to 5.70 area during the last few weeks after the rally due to the flight – to-quality triggered by the tumble of the NASDAQ at the beginning of April 2000. Consequently, following the expectation of higher yields in the USA market and monetary policy tightening on both sides of the ocean, the yield on the long term bonds went back up to a level more in line with macro-economic fundamentals. See the BCI short-term and medium-term forecasts in Tables 1 and 2.
TABLE 1.  BCI -  Medium Term Forecasts [Banca Commerciale Italiana]


Latest
In 1 month
In 3 months
In 6 months

Inflation [CPD]

Change on a year-ago
2.5
2.3
2.3
2.1

Interest rates

Short-term [3m Euribor]
4.32
4.30
4.50
4.70

Interest rates

Long-term rates [10y benchmark BTPs]
5.77


5.80
5.80
5.85

Euro exchange rates

US  $
0.891
0.880
0.880
0.920

Yen
96.68
95.48
94.16
97.52

Pounds
0.58
0.58
0.58
0.60

Ch Franc
1.55
1.55
1.56
1.56

TABLE 2.   BCI -Medium term Forecasts [Banca Commerciale Italiana]

Item
1998
1999
2000
2001
Notes

GDP
1.5
1.4
2.7
2.9


Consumption
1.9
1.5
2.0
2.4


-h hold
2.3
1.7
2.4
2.9


-Public
0.7
0.8
0.9
0.9


Investment
4.1
4.4
5.5
4.5


-Machinery
7.4
6.2
7.0
6.2


-Construction
-0.1
1.8
3.4
2.0


Exports
3.3
-0.4
7.2
5.3


Imports
9.1
3.4
6.3
5.3


Ch in stocks
0.6
0.4
-0.3
0.0
% contribution 

to GDP Growth

Current Balance
18.4
11.8
17.2
14.1
Bn

Unemployment
11.8
11.4
10.7
10.4
% avg level, Eurostat def

Indirect – Production
1.3
0.0
3.7
3.6
Adjusted

PSBR
28.7
20.9
16.5
13.1
General Gvn. Bn

Debt/GDP
116.3
114.9
112.0
109.0
Maastricht def.

CPI
2.0
1.7
2.3
1.9
Cost of living

PPI
0.1
-0.2
4.7
1.9


C Hour. Earnings
2.4
1.8
2.0
2.0


3m T.bill

10y T-bond
4.9

4.9
2.9

4.8
4.2

5.8
5.2

6.0
Average

Average

Where PSBR is Public Sector Borrowing Requirement

Taking a concrete case-study of Hungary as one of the CEECs – the Rising Tide Lift Boats according to the market watch of European Economic Review of June 1999 gave many explanations of the Hungarian conventional wisdom-defying result ranking on monetary investment / employment infrastructure as pegged to the following speculative economic components as of 30th April 1999:
· Hungarian market  capitalization as 11.25 billion US $

· Hungarian monthly performance as 8 per cent

· Hungarian year- to- year performance as –17.5 per cent

·        ||           average daily trading volume as 58 million US $

·        ||            current P / E ratios as 10

·        ||            earnings growth picture consensus forecasts for 12 -month period ending December 1999 as 41 per cent.         

See Table 4 on the Hungarian macro-economic policy indicators as on 30th June 1999 from 1997.

TABLE 3.     BCI [Commerciale Banca Italiana] and Latest Annual Italian Consensus Forecast.


Italian 
Consensus
Foreign
Consensus
BCI
Forecasts


2000
2001
2000
2001
2000
2001

GDP
2.7
2.7
2.7
2.6
2.7
2.9

Private Consumption
2.2
2.5


2.4
2.9

Gross Fixed Investment
5.7
4.9


5.5
4.5

Industrial Production
4.1
3.5


3.7
3.6

Consumer Prices
2.2
1.7
2.1
1.8
2.3
1.9

Producer prices
4.0
1.1


4.7
1.9

Hourly earnings
2.1
2.0


2.0
2.0

Average  un-employment rate
10.9
10.4


10.7
10.4

CA balance

 [% of GDP]
1.0
1.2
1.2
1.3
1.5
1.2

PSBR

[% of GDP]
1.3
1.0


1.4
1.1

Source: The Economist April 2000 Issue [PSBR figures refer to the Italian State sector borrowing requirement, while BCI forecasts regard the Maastricht relevant Government borrowing requirement].

TABLE 4. Hungarian Macro-economic Policy Indicators as on 30th June 1999 from 1997

GDP growth in 1997

             ||         in 1998

             ||         in  1999
4.4 %

5.1 %

3.8 %

Inflation in 1997

        ||       in 1998

        ||       in  1999
18.3 %

14.3 %

9.5 %

International Reserves [ USD bn ]
9.4 [ Feb. 1997 ]

Current Account in 1997 [ USD mn ]

As % of GDP

Current Account in 1998 [ USD mn ]

As % of GDP
981

-2.2 %

2298

-4.6

Trade balance in 1998 [ USD mn ]

          ||              in 1999 [ USD mn ]
2701

471 [ Jan.-Feb. 1999 ]

Foreign direct Investment –Cumulative [USD bn]     Per capita
18.0 [ March 1998 ]

„ $ 1,765 „

Budget balance in 1998 [ USD mn ]

            ||              in 1998 [ in % of GDP ]

            ||              in 1998 [ in % of GDP ]
3238 [ Jan.–Dec. ]

-6.5 %

-3.9 %

Other Indicators     - Population [ mn ]

                               - GDP in 1997 [ USD bn ]

                               - GDP per capita
10.2

45.0

$4,415

The capacity for the Hungarian macro-economic policy case-study to withstand competitive pressure and market forces within the European Monetary Union  is very challenging. This sub-criterion is assessed on the basis of the followin: the existence of a functioning monetary market economy, with a sufficient degree of macro-economic stability for economic agents to make decisions in a climate of stability and predictability.

- A sufficient amount, at an appropriate cost, of human and physical capital, including infrastructure [energy supply, telecommunications, transport etc.], educational research and future monetary investment developments in the field.

- The extent to which the Hungarian Government Policy and legislation influence competitiveness through trade policy, competition policy, state aids, support for SMEs, etc.

- The degree and pace of trade integration a country achieves with the EU before enlargement with Member States.

- The proportion of small firms, partly because a dominance of large firms could indicate a greater reluctance to adjust.

Poland, Hungary, Estonia and Slovenia have improved their ability to cope with competitive pressure and market forces within the EU-Integration Networks in the medium term. The Czech Republic has continued to lose ground but should still be able to meet this macro-economic sub-criterion in the medium term if it is consistently implements remaining economic reforms.

The adoption and implementation of Slovakia’s current Legal and Structural Reform program is seen as a limelight for the Slovak economy Performance criterion in the Medium-term Agenda. Bulgaria still stretches beyond the medium-term, but  it has made remarcable progress, while Romania is still having a long way to go [5].

The case-study of Hungary according to Judit Mosoni – Fried [6] gives out the flow of FDI into Hungary as constituting the greatest success scored economy in the period since 1988.  This statement  applies in the face of all the justified critisms and discontent, including the privatization scandals and some ambivalent consequences. The total FDI in cash and in kind reached USD 14.5bn by the end of 1996, following the privatization in the energy sector. The Hungarian sectoral distribution of FDI (1996) were as follows:

- Industry 48.5 %, telecommunications 14.0 %, energy 12.0 %, trade 9.5 %, banking insurance 6.5 % and others 9.5 %.

This sum makes up up about a half of the FDI stock in the CEEC-7 group [including the Czech Republic, Hungary, Poland, the Slovak Republic, Slovenia, Bulgaria and Romania]. As seen from the monetary investment, nearly all the big foreign and multinational corporations have subsidiaries, or other investments in Hungary, e.g. General Electric, Volkswagen-Audi, US West International, General Motors, Suzuki company, PPT Netherlands, Deutche Telecom, Unilever, Prinzhorn Group, Ford, Nestle, Coca-Cola Amatil, PepsiCo. International, Guardian Glass, Sanofi, Electrolux, Siemens, Ericson, etc. More than 60 % of the top list companies are in foreign ownership. Italian source of FDI (1996) accumulated % to Hungary was 4.0 %.
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4.0.THE CASE-STUDY OF THE THREATS AND OPPORTUNITIES OF TRADE LIBERALIZATION FOR CENTRAL EUROPEAN COUNTRIES WITH THE ITALIAN GOVERNMENT WITHIN THE EUROPEAN INTEGRATION  NETWORKS 

The reflection on industrial relations has started from the consideration of the socialist model [1], to proceed with analyses concerning labour market policies [2], [3] and changes in labour law and in the role of economic actors and interest groups [4], [5]. In analyzing the labour market in the CEECs and in Italy – the standard procedure is the basic features of the macro-economic policy, which involves succinct distinction of the working population age from the total population. The population working age group is mutually composed of three exclusive and all encompassing categories – the unemployed, persons in employment, and the inactive. Where the components of the labour force are the unemployed plus employed persons in the respective CEECs and Italy. From these classified componential categories various parameters such as employment population ratios, which is considered as as percentage of the population of working age. And unemployment rates as the number of unemployed as a percentage of the labour force. The EU aspiring CEEC – entrants and the EU-member State Italy may find international comparability being difficult because countries’ statistical services tailor their own data to their respective nation requirements and thus, the political significance of the statistics render them vulnerable to interference.

EU- Membership will change the competitive environment of the Central Eastern European Countries; industry. Cuts in tariff and non-tariff barriers will reduce the distortions resulting from the current segmented approach to foreign liberalization. The open macro-economic policy within the EU-Integration Networks and WTO-membership if any among the aspiring entrants into EU-membership, should temper the dualistic development opposing CEECs’ domestic industry and foreign-equity enterprises geared to the export sector. Increased comparative import  competition between Italy and the CEECs will lead to important structural changes which are likely to affect most domestic firms in the capital sector. As in the CEECs privatization is still going on, those largely state-owned firms / corporations will come under strong pressure [6]. In the labour-force survey between the CEECs end Italy according to the Eurostat by adjusting respective national measures with the help of EU-wide Integration will aim to produce comparable standardized statistics.

CEECs’ entry into the EU signals the end of their strategy of selective trade liberalization, which began in 1990. Since then, CEECs’ trade plicy had been characterized by export promotion associated with the protection of their respective domestic markets. Hence, many of the CEECs have maintained relatively high tariffs as well as quantative restrictions on imports, while at the same time ensuring that such protectionism does nor penalize their export by according tariff exemptions. Simultaneously these former communist countries’ policy with respect to foreign investments have been selective, chanelling foreign investment into export industries and limiting access to local markets, except for sectors in which the output of foreign-owned companies is a substitute for imports.

Italy as a member state of EU its state sector borrowing requirement is on track to hit a deficit / GDP ratio smaller than the Treasury forecast. The official target stands at ITL 33,900bn approximately ITL 2000bn above last year’s outcome. The statistical projection showed the first four months of  2000 the cumulated State sector borrowing requirement as ITL 11,500bn, or 0.5 % of GDP, less than last year. After a conspicous improvement in the first two months, March and April experienced a good result in line with last year. Subsequently, to view the official target, the State Sector finances should display a sharp deterioration in the next quarters, something that looked unlikely at the start of an accelerating business cycle. The Italian First Quarter Cash Report showed Maastricht relevant General Government deficit / GDP ratio to come in at 1.4 %, below the Government Forecast set at 1.5 %. The outlook on the Italian macro-economic and financial scenaro painted in the First Quarter Cash Report is more optmistic than the Treasury on interest spending.

As a result, the competition of the outstanding debt is now radically different from a few years ago and the time required for rising interest rates to be fully reflected in interest  expenditure is no longer than before. Over the last six years, the share of fixed – rate securities progressively increased from 35 % to 65 % of the total outstanding debt. As a consequence, both the financial duration and the average residual life of debt have lengthened significantly. The financial duration increased from from 1.6  years in 1993 to 3.5 years in 1999, whereas the maturity of debt went up from 3.3 years the end of 1993 to 5.76 years at the end of March 2000. Thus, according to other Treasury’s estimates published in Italy’s Stability Program update, an increase of one full percentage point in short-term iterest rates along with higher yields on securities maturing upto three years and stable yields on longer maturity bonds – i.e. a scenario very similar to what happened on markets during the last six months pushing up interest expenditure as a ratio of GDP by only 0.1 % in 2000 and by 0.25 % in 2001. See Table 1 a summary of Italian manufacturing industry.

The dualist policy had been undoubted success, as is borne out by massive inflow of foreign investments and the rapid expansion of CEECs’ foreign trade during the 1990s and now in the 2000s, two phenomenon which are closely related. Foreign Direct Investment [FDI] had had a major impact on CEECs’ manufacturing industries. The transfer of capital and technology has also helped the CEECs’ production structure evolve towards new sectors and has notably ensured the rise of  clean energy industries [electrical and electronic industries]. Foreign-equity companies have also been responsible for most of the progress CEECs’ exports have made in the World market and as a whole in the EU-Integration Networks with Italy. The Italian, Japanese, USA and overall EU indeed, FDI has generated industries in the CEECs which are strongly integrated into the respective national division of labour, based on the transformation of imported intermediate goods. The CEECs’ special skill specialization in the downstream stages of production in the industries that are strongly acumen intensive has allowed the EU-aspiring countries to diversify their exports and to acquire new comparative advantages outside their traditional industries [7]. See Table 3 on the statistics of unemployed labour force resources of new job seekers and unemployed people in Hungary in January and February 2000.
TABLE 1.  Summary of  Italian Manufacturing Industry [Figures are in bn lire at current prce].


1998
1994-1998
1999
2000
2001
2002 –06

Employment [Units ]
5,069,900
0.4
-0.4
0.4
0.2
0.2

Production
1,096,210
3.0
0.7
3.5
3.4
2.9

Imports
   313,540
8.4
4.2
8.0
7.6
7.0

Exports
    395,934
7.1
-0.8
5.8
7.1
6.5

Domestic market
1,013,815
3.0
2.4
4.0
3.4
2.9

Domestic Demand 
1,309,487
3.1
2.0
3.2
3.4
2.9

Consumption
  603,791
2.2
1.6
1.6
2.3
1.8

Investment
   170,582
7.5
6.9
7.1
6.4
5.7

Intermediate Uses
   535,115
2.8
0.9
3.6
3.5
3.1

TABLE 2. Relative presence of Highly Skilled Workers in Italy [ G6 Average = 100 ] 

by Odhiambo Moses.


High skilled on total employment
Managers and researchers / total white collar
Craftsmen and skilled workers / total blu collar

Mass Consumption
114
124
110

Fashion Goods System
127
108
133

Household Goods System
129
106
135

Other Mechanical Engineering
101
99
102

Industrial Engineering
85
92
83

High –tech Industries
83
84
83

Means of Transport
73
88
64

Intermediate Goods for Industry
101
97
106

Producer of Commodities
83
93
80

Intermediate Goods for Construction
104
109
105

TABLE 3. The Statistics of Unemployed Labour Force Resources of New Job Seekers and Unemployed People in Hungary in January and February 2000 by Odhiambo Moses.

January 2 000
Direction of Flow
Balance
Number of Unemployed New Job -Seekers
Number of Unem-ployed non job-New job Seekers
Total


In –flow

7543
61772
69315


Off-flow

6656
35078
41734



Balance
+887
+26694
+27581

Febrauary 2000
In-flow

8167
50152
583319


Off-flow

7946
44788
52734



Balance
+221
+5364
+5585

Source : Hungarian Labour Research and Methodological Centre & ILO-CEET

As for the case-study of Hungary the EBRD cooperates with all the major international financial institutions that are active in Hungary. Coordinated activities with the World Bank, the International Finance Corporation and the European Investment Bank have generated a number of successful projects in both telecom munications and transportation. The EBRD also cooperates with the EC Phare program in various areas, including financing small and medium-sized enterprises, railways restructuring, and an environmental and energy efficiency credit line.

The Budapest Office forms an integral part of Hungary Team, actively participating in developing, executing and monitoring a variety of transactions. It operates with two expatriate and two local bankers.
TABLE 4. Approved Projects as at 31st December 1998 [ in ECU million, exchange rates as at 31st December 1998 ] by Odhiambo Moses Sept.2000.

Project
Sector
Total Cost
EBRD Cost
EBRD Equity
EBRD Total

Petofi Nyomda Rt.
Paper &Allied project
12.01
5.04
0
5.04

Hungarian Telecom-

munications Project
Telecommunications
193.85
27.87
0
27.87

General motors/Raba joint-venture
Automotive
253.07
30.29
0
30.29

Fusion Investment Company Limited
Restaurants
23.26
0
2.98
2.98

Westel Radio telephone kft.
Teleco-

mmunications
9.14
9.14
0
9.14

Eurocorp
Banks
3.01
0
0.10
0.10

Budapest orbital Motrorway
Roads
108.80
21.0
0
21.00

Magyar Hotec  [Formula 1 Hotel]
Hotels
3.29
0.85
0
0.85

TVK / Columbian Ti-szai koronggyártó kft
Chemicals &Allied Products
50.97
8.22
0
8.22

PCA–Budafok [Kartongyár Kft. ]
Paper & Allied Products
17.63
6.39
0
6.39

Hungarian Foreign trade Bank:-Bond Issue
Banks
50.48
7.57
0
7.57

Kner Nyomda Rt.
Paper & Allied  Prod
15.65
5.05
0
5.05

Goldsun Hutoipar Rt.
Food processing
4.22
3.06
0
3.06

Budapest Public Transport Rehabilitation Project
Public transport
90.68
48.10
0
48.10

Agricultural Restructuring –Project Budapest Bank RT.
Banks
7.31
7.31
0
7.31

ARP-Kereskedelmi és Hitel Bank
Banks
38.60
35.95
0
35.95

ARP–Magyar Hitel B.
Banks
28.95
26.96
0
26.96

ARP-OTP  National Savings Bank
Banks
21.80
22.64
0
22.64

M1-M15 Motorway Project
Roads
500.00
85.95
3.95
89.91

Hung. Telec. Equity Invest.
Teleco-mmunications
295.54
0
50.88
50.88

Framochem-Borsod

/SNPE joint-venture
Chemicals & Products
7.08
0.57
0
0.57

Pannonia Hotels
Hotels
53.62
0
6.25
6.25

Budapest Wholesale-Market
Wholesale Trade
27.95
4.51
0
4.51

EGIS Pharmacet. Ltd.
Pharmaceuticals
64.50
0
37.81
37.81

Hun. Foreign Trade Bank[MKB]
Banks
23.95
0
19.60
19.60

Hung. Capital Fund
Holding Company
40.90
0
13.41
13.41

OTP Bank- Stand-by-loan
Banks
45.67
45.67
0
45.67

Central business Centre
Real Estate
18.17
4.80
1.00
5.80

Hung. Oil &Gas Co. Ltd. [MOL]
Gas Production
77.64
22.84
0
22.84

Investel[Matáv]Syn-

dicate Loan Faclity
Telecommunications
931.72
14.62
0
14.62

Graplas RT.
Ruber, Plastics
9.30
0
2.40
2.40

ARP-Budapest Bank Rt. Extension
Banks
13.70
0.46
0
0.46

M5 Conscession Motorway Project
Roads
390.00
111.44
0
111.44

CGE-Hungary Regional Tele-communications
Telecommuni-cations
191.83
31.97
2.74
34.71

Borsod chem Rt Privatisation
chemicals
91.35
9.09
14.77
23.86

Budapest Bank Privatization
Banks
43.98
0
36.64
36.64

Promoyjeus Rt.
Energy Efficiency
3.74
3.74
0
3.74

ARP-Kereskedelmi és Hitel Bank Rt Ext.
Banks
36.54
36.54
0
36.54

Digitel 2002 Rt
Telecommunications
116.00
18.30
2.72
21.02

Szikra Lapnyomda
Printing
11.32
4.54
2.00
6.54

Credit Line for envi-ronment and Energy Efficiency
Environment  / Energy
47.50
30.00
0
30.00

Hungarian Equity Partners
Banks
41.11
0
7.10
7.10

Hungarian Special Restructuring Program

25.86
0
25.46
25.46

OTP Subordinated Loan
Banks
45.67
45.67
0
45.67

MAV-Railcar Modernization and Marketing Project
Transport
220.00
40.00
0
40.00

Winterhur MPF-Pénztárszolgáltató Rt.
Insurance carriers
3.00
0
1.18
1.18

Winterhur MPF-

Pénztárszolgáltató
Insurance Carriers
1.00
0
1.00
1.00

Raba Rt.
Misc. Manufactured Industries
76.09
0
9.63
9.63

Prometheus II
Energy distribution
28.90
9.51
6.50
16.01

Kereskedelmi és Hitelbank Rt
Banks
27.40
0
26.24
26.24

Hungarian Foreign Trade bank[MKB] Capital Increase
Banks
62.51
0
11.54
11.54

The Second Hungary Venture Fund[SHVF]
Banks
91.00
0
18.20
18.20

Winterhur MPF-Win-terhur Biztosító Rt
Insurance Carriers
18.36
0
6.59
6.59

HungarianCommer-cial television.

Budapest Waste water Service Privatization

Total
Media

Municipal and Environmental Infrastructure


54.65

76.00

4,746.27
12.49

0

798.15
0

22.70

337.47
12.49

22.70

1,135.63

Source : EU- Information Office August 2000.
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4.1. FOREIGN AFFLIATES HAVE BOOSTED EXPORTS, WHEREAS THE CEECS’ FIRMS HAVE LAGGED BEHIND IN THE EU-INTEGRATION CRITERIUMS NETWORKS

Before 1989, macro-economic policy orientation bilateral trade on Central and Eastern European Countries was strictly related to debate regarding the opposed features of socialism and capitalism. However, this  for strategy has had more limited consequence for CEECs’ overall industrial structure. During the 1990s, the real CEECs’ companies’ export performance lagged strongly behind that of foreign equity companies and they don’t seem to have benefited greatly from the macro-economic opening up policy. The former bigger firms and corporations have been privatized, collapsed or producing inferior goods relative to the foreign affliates of for example: Italian firms circum EU-integrated industries or projects being run under Phare, OECD< EBRD and World-Bank programs.

As far as privatization is concerned, it has initially been treated with reference to the different CEEC national ways adopted in the countries involved in this process [1], and to the consequent creation of small and medium firms after the beginning of liberalization [2]. Special attention has been devoted to those countries where Italian investments have been proved to be more substantial and to the innovations deriving from the privatization process [3]. The state and prospects of agriculture in Central and Eastern Europe have raised considerable concern, especially in connection with the possible reform of the Common Agricultura Policy of the European Union; international assistance has also been included, due to its often complicated procedural aspects and disputed results [4], [5], [6].

The CEECs’ industrial enterprises are directly handcapped by western  entrepreneurial experience in small and medium scale areas, though quickly taking off ground in countries like Hungary, Poland, Slovenia, Slovakia and in Czech Republic. See a case-study of Hungary in selected economic tool surge performance indicators from 1992 to 1998 in Table 1. In the first six months of 1998, the combined balance sheet total of credit institutions operating in the form of joint stock companies rose from HUS 5,576 billion to HUF 612 billion. This corresponded to a growth of 9.6 % in nominal terms and of nearly 1 per cent in real terms. Essentailly, the balance sheet total of the entire credit institution sector remained at the same level in real terms. Looking at the Hungarian Budapest Stock Exchange [BSE] in 1998 – the BSE  share Index, the BUX on a level of  1,000 as of 2nd January 1991, monitors the market value of the shares listed in the index. The BUX stood at 4, 134.3 at the end of 1996, at 7,999.1 at the end of 1997 and, after wild swings during the year, at 6,307.67 on the last business day of 1998.

In a Hungarian foreign trade perspective rapid growth both in exports [about 23 % in volume terms] and imports [about 27 %] characterised foreign trade in 1998. The reason for the slower relative rate of increase in exports was deteriorating market conditions in Hungary’s key markets [the effect of the Asian crisis], the Russian crisis and the natural decline in the exceptionally rapid growth in exports of foreign owned firms active in customs free zones. Export growth slowed over the year, while imports grew steadily at an increasing pace. The trade deficit for 1998 was US$ 2.7 billion [1997: US $ 2.1 billion]. The competitiveness of Hungarian exports improved according to different real exchange rate calculations; the Hungarian forint depreciated on the basis of prices in manufacturing and unit labour cost too, whereas on the basis of consumer prices it remained stable on a yearly basis.
TABLE 1. THE NINE SELECTED ECONOMIC SURGE TOOL PERFORMANCE INDICATORS IN  HUNGARIAN  MACRO-ECONOMIC POLICY CASE-STUDY BY ODHIAMBO MOSES.


1992
1993
1993
1995
1996
1997
1998

Real Economy








Real GDP
-3.1
-0.6
2.9
1.5
1.3
4.6
5.0

Domestic Demand
-2.6
8.3
1.7
-1.4
0.8
4.4
6.6

Private Consumption
0.0
1.9
-0.2
-7.1
-2.7
2.0
5.3

Gross Fixed Investment
-2.6
2.0
12.5
-4.3
6.7
8.8
10.2

Real Export
2.1
-10.1
13.7
12.4
8.4
26.4
20.0

Real Import
0.2
20.2
8.8
-1.6
6.6
25.5
22.0

Employment rate
-9.8
-6.3
-2.0
-1.9
-0.8
0.0
1.4

Unemployment rate
10.2
11.5
10.3
9.9
9.2
7.7
7.0

CPI [end of year]
21.6
21.1
21.2
28.3
19.8
18.4
10.3

Source: KSH & ILO–CEET [2000]

In the Hungarian commodity breakdown of exports, the share of machinery and transport equipment increased from 45 % in January-November 1997 to 52 % in the same period of 1998. Exports of manufacturing products increased in dollar terms by 5.5 % in 1997 and 11 % in 1998. In engineering, the growth rate was 48.6 % in1997 and 38 % in1 1998. The share of  machinery in total imports was 41 % in 1997 and 46 % in 1998, that of manufacturing 41.7 % in 1997 and 40.7 % in 1998. The increase in imports in dollar terms was the highest in engineering, 36 % [34 % in 1997] and manufacturing 19 % [7.5 % in 1997].

Though Hungary among the CEECs seem to excel in foreign trade, many of these former socialist countries have such unequal access to technology and foreign capital has slowed down the modernization of enterprises, puts them at a relative disadvantage compared  to foreign-equity companies, in both domestic and foreign markets.

Trade liberalization of the CEECs with Italy and EU-Integration in general will bring about a reallocation of resources to labour intensive sectors, at the expense of natural resource-intensive [cereals] and capital-intensive industries [machinery]. At present State-Owned Enterprises in the CEECs are very sensitive to privatization, they say it is better be  suspended to the future than now work on it. The impact on liberalization on the different categories will depend on their sectoral specialization, as well as on their capacity to face competition [7], [8].
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4.2. THE CEECs’ GREATER COMPETITION WITH ITALY WITHIN EU-INTEGRATION  BILATERAL TRADE WILL LIKELY PUSH RESOURCES OUT OF SECTORS INTENSIVE IN NATURAL RESOURCES AND CAPITAL INTO LABOUR-INTENSIVE ACTIVITIES 

From the Finacial Outlook of the CEECs however, the capacity for resisting competition does not necessarily coincide with the various forms of property ownership: both the state and non-state sectors are very heterogeneous. In the CEEC state sector, a large number of loss-making enterprises coexist with a set of better-performing enterprises which are likely to play a key role in future growth. The policy of openness is a means of accelerating the selection process and disciplining enterprise behaviour. Such pressure can only be brought to bear if state enterprise are freed of their social responsibilities and rid of the bad debts which may follow from these bilateral trade mechanisms. For example in Hungary Legal and Regulatory Environment for Foreign Investors is stated clearly in the Amended Government Decree 112 / 199; 1998 Regulations are contained in Government Decree No. 221 / 1997 (XII. 18.). The Hungarian Foreign Exchange Law is regulated by Act XCV of 1995, amended by Act CXCLVII of 1997. The State Owned Enterprises in the CEECs will thus have to be made subject to financial constraints and bankruptcy laws [1][2].

The weakness of Italy as far as the relative pool of human capital is concerned has been partly a reflection of the poor competitiveness of the country’s high and medium technology sectors. Indeed, there has been little incentive to accumulate competence in professions offering few prospects. At the same time, the low degree of professional competence has served to reduce the competitiveness of these sectors. On the other hand, with the exception of the industrial engineering industry, the leading sectors of the made-in-in Italy phenomenon appear to have a higher level of specialist skills; in the past these have provided Italian firms with a key competitive advantage over other International manufacturers. In this case the interaction between the supply and demand for the relevant skills has proved positive.

What seems to emerge from the analysis, then, is that in the high tech – tech Italian sectors there is a vicious circle between the lack of demand and the lack of supply in terms of a suitably qualified pool of human capital, while in the more traditional industries a synergy is found between the labour market and the skills training process. In the current competitive scenario context, in which producers enjoying far lower labour costs are appearing on the market, and where the exchange rate advantage is more limited than in the past, numerous questions inevitably arise as to the possibility of maintaining such a gap in human capital in the future. As far as the human capital is concerned, despite much cause of concern, there are some encouraging signals, such as the changes contained in recent educational reforms, all of which should have a positive effect on the stock of human capital available in the economy.

However, the overall improvement in human capital may take place too slowly with respect to the ever more urgent need for change demanded by industry as it strives to keep up with the growing pressures of international competition. The stock of human resources could prove in sufficient particularly in certain of the key skills of the moment [for example in information technology IT, logistics and engineering], the lack of which could be reflected not only in the high-tech sectors, as in the past, but also, in the traditional sectors. As a result some firms may find themselves facing a skills supply crisis, a fact that gives particular cause of concern in view of importance of highly skilled staff for competitiveness of the leading sectors of the made-in-Italy phenomenon. Notwithstanding these doubts, the profitability of the Italian manufacturing industry will remain good and the ROE will be higher than the average rate of return on financial investments for the entire forecast period. In the medium term, in fact, the positive perspective of growth in production activity and the absence of  strong friction in operating costs will help in supporting margins up to the same levels characterizing 1996-1999 [9. 4 % to 9. 5 %] [3][4].

At the same time diagnosing the development of the CEECs a strong, local private sector is imperative for job creation and the expansion of indigenous supply capacity in a competitive environment that is increasingly open to foreign companies. The private sector is being encouraged to extend the range of its activities and to raise capacity, but it still constrained by limiterd financial resources. Given insufficient interest rate flexibility to date, CEECs’ banks have restricted their lending to the private sector, mainly financing State-Owned-Enterprises whose borrowing is implicitly guranteed. The liberalization of interest rates will condition the access of private and collective companies to bank credit.

For the CEECs, entry into European Union and WTO meets three objectives: it reinforces the dynamism of economic reform, it supports growth thanks to the better allocation of resources in some of these countries, and it maintains the inflow of FDI which is necessary to the modernization of the economy. Foreign investment should level should be increased in traditional industries, home-based science sectors and SMEs-manufacturing industry in the CEECS.
In February 2000, the Italian loans denominated in lira to citizens – by sector of economic activity was as follow: Enterprises 56 % Public Administration 8 %, household consumers 19 %, Financing institutions and insurance 11 %, and Households – individuals enterprises 6 %.

The stock of funds raised by Italian banks, which comprises liabilities of MFI towards the public admininstration and the resident, other than non-financial sector and overall debt securities, remains on a rising trend, increasing by 5,7 %y/y in March 2000 and reaching a level equal to 1,664,286 billions lire [866.749 million euro]. The polarization towards overnight deposits and debt securities of the liability side of the Italian banking system is confirmed and in March these two sources of financing accounted respectively for 44 % and 33 % of total banks’ funding. In terms of dynamics, both these instruments continue to show high and positive growth rates [11.8 % and 10.7 % y/y], contributing to the overall growth of net funds raised by 5 % and 3.4 % respectively. A negative contribution to overall fundraising growth comes instead from repurchase agreements and from deposits with agreed maturity and redeemable at given notice. The stock of funds raised by the Italian banks were as follow in March 2000:

Overnight deposits 44 %, Debt securities 33 %, Deposits with agreed maturity 9 %, Repurchase agreement operations 7%, Deposit redeemable at notice 7%. See Tables 1, 2.
TABLE 1. THE ITALIAN LOANS BY ECONOMIC SECTOR – ABSOLUTE GROWTH AND

CONTRIBUTION TO OVERALL GROWTH BY ODHIAMBO MOSES [ 2000].

Economic Sector
Growth Rate [y/y]
Contribution to overall growth

Enterprises
8.2 %
4.7 %

Financing institutions and insurance
21.0 %
2.2 %

Public Administration
-1.9 %
-0.2 %

Households –customers
21.3 %
3.7 %

Households – individual enterprises
7.5 %
0.5 %

Source : BANK OF ITALY

TABLE 2. THE ITALIAN LOANS BY INDUSTRIAL SECTOR – ABSOLUTE GROWTH AND CONTRIBUTION TO OVERALL GROWTH  BY ODHIAMBO MOSES

Industrial sector
Growth rate y/y
Contribution to overall growth

Agriculture
6.5
0.3

Manufacturing
5.4
2.2

Construction and public works
0.0
0.0

Trade
5.7
1.0

Other services
11.9
2.8

Source: BANK OF ITALY [2000].

The Outlook Macro-economic Policy of the CEECs depicting the case-study of Hungarian situation is shown in table 3.

TABLE 3. THE HUNGARIAN MACRO-ECONOMIC POLICY PROGNOSIS

BY ODHIAMBO MOSES


1999
January –June 2000
June-December 2000

Volume Index of GDP %
104.5
1.6.6
105.2

Industrial Production

[ Constant price %]
110.4
1321
114

Index of capital formation [Constant price % ]
106.6
107.0
109

Construction Index

[ Constant price %]
106.4
103.5
108

Index of Import

[Current price in Euro%]
113.7
129.9
118

Index of Import

[Current price in Euro%]
114.5
130.8
119

Trade deficit [ billion Euro]
2.9
1.6
3.5

FDI Inflow [ billion Euro ]
1.6
0.6
1.7

Current Account deficit

[ billion Euro ]
2
0.4
2.2

Deficit of the government sector 

[ billion HUF]
420.5
213.9
390

Consumer price Index
110.0
109.5
108.7

Index of average gross earnings
116.1
113.4
113.5

Growth of net household savings [ bn HUF]
637.7
256.1
580

Official middle rate of Euro at the end of the period [HUF
255
260
265

Source: KSH and NATIONAL BANK OF HUNGARY AUG. 2000.
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THE HUNGARIAN INVESTMENT OPPORTUNITY INFRASTRUCTURE POLICY WITH THE AFRICAN MEDITERRANEAN COUNTRIES WITHIN EUROPEAN INTEGRATION NETWORKS

28th JUNE 2000

ABSTRACT

The African Mediterraneen countries and to-be Hungarian Membership in an organization such as European Union is a challenge to both investment infrastructure for any country wishing to accede to it. The Hungarian investment opportunuty infrastructure policy within the European Integration Networks is a case of Beneficial Integration, though the Europeanization and its macro-economic policy limits should feature strongly on the Investment gains, dimensions, impacts and limits of Regional Policy of the Maghreb Countries.  Thus the Article combines the initial positions of the Investment Actors, the macro-economic policy of Pros and Cons within the EU-Integration, the Investment Security and Political Implications, fundamentals of the Mediterranean Countries’ Affiliation in business investment with EU and Hungary as CEEC acceding into EU- Investment Policy. The Article is a fresh bi-lateral trade Outlook of the Oil Rich African Mediterranean Countries with Hungary within the framework of European Union Integration Networks containing practical case-studies on Analytical tabulation macro-economic policy data on investment infrastructure upto 28th June 2000, when the UN Secretary General Koffi Anaan visited Hungary.

1.0. INTRODUCTION

The European Union’s relations with Morocco has shown significant progress on fundamental rights and freedoms. As a result of the election at the end of 1997 there is now, for the first time, a government of a different stripe in power. Considerable progress has also been made on political prisoners and the disappeared. A certain excellent shining example on civil society is practically noticeable for future investment within the European Integration networks. Morocco is active on the regional integration scene, particularly in the Euro–Mediterranean partnerships. However, the EU still realizes its participation in the work of OAU and the Arab Maghreb Union as coloured by conflict in Western Sahara. The plan adopted and implemented by the United Nations Security Council for settling the conflict seems to be about to clear the critical phase of identifying the voters. The holding of a Referendum still seems to be the method most likely to be used to resolve the conflict. 

With the arrival of the Secretary General Koffi Anaan of UN on 29th June 2000 and his nice speech in Budapest and influence on the CEEC-s, the boom of Trade relations with the LDC-s is just at the door.

More than half of Morocco’s trade is with the European Union. In 1998 Morocco exported to the EU value of 5 323 million and imported goods to the value of 6 548 million from the EU. The balance of trade is therefore still in favour of EU, but with the excellent influence of UN-Activities in Budapest and the region the bilateral trade with the North Africa Mediterranean Countries with immediate effect will be boosted tremendously. Trade is to expand in the near future with the entry into force of the Association Agreement in 2000. The Agreement includes clauses on the gradual liberalization of trade over a period of twelve years, bu the end of which a free trade area will have been established. It also sets a timetable for dismantling customs tariffs for industrial products entering Morocco. Negotiations on gradual liberalization of trade in agricultural products is taking place this year 2000.

The investment civilization of Mediterranean area, encouraged by geographical proximity, have contributed profoundly to the formation and development of the Maghreb cultural identity of the North African Oil – Rich Countries and is having a decisive elemental role in shaping the financial culture as a whole in influencing the Central Eastern European Countries acceding into the European Union membership. During the last  centuries, the role of the Mediterranean has transformed from the World’s political and commercial  centre to an area of immense regional importance, the mutual commercial acumen connections which it has with the adjacent territories of Europe, Africa and Asia constitute a strong investment network and symbolize a common strong investment base for the CEEC-s today. There is a Hungarian proverb saying that, „the dog backs, but money talks” – this is seen as the remedial investment opportunity infrastructure slogan from the Maghreb to the CEEC-s.

The investment phenomenon of the pivotal European Union political situation for the the countries in economic transition like Hungary and in the Mediterranean basin has a great many dimensions; the North–South relations being the most relevant for the development of the Maghreb basin and CEEC-s. For Europe, the Mediterranean remains an area of paramount political, security, social, economic and cultural importance, for the Southern represent to the northern countries among – other a linkage with the source of financial, trade incentives and investmental migration destination. As Hungary is soon acceding into the EU, it should realize that there are many well-known and less well-known problems that can easily be discerned in the bilateral-commercial and investment relations between the North and the South and especially among the southern countries themselves constitute the political, social, religious, cultural and ethnic matrix of the powerful investment situation in the geographical area of Maghreb and Hungary.

Southern European Governments see the security of their southern flank dependent on the stability of North Africa. What does stability mean in this case-study context ? It means avoiding any unrest, which could generate an uncontrollable flood of refugees, or threats to European and Magherib interests, whether territorial, or financial – the protection of importance to Southern European Governments and of course to the East and Central European Countries like Hungary.The European Commission has important export markets and the security of  large standing debts. The construction of a gas pipeline between Algeria and Spain, or Italy makes the energy sector the strongest element in Maghrebian links with Southern Europe.

The macroeconomic policy of investment infrastructure changes in the Oil-Rich North African Countries are of paramount importance as EC had tried to promote projects that could create sustainable growth in the Maghreb, to increase stability and reduce the flow of immigrants. The EC’s development infrastructural policies in North Africa, however, have been partly contradicted by its external trade policies because protectionist measures have hit the most important export products of the Margherib. According to Eva Weidnitzer [2] the development strategy as applied by European Commission represented neither a source of growth, nor a course of hope, but a factor of insecurity. The World and Europe in a macroeconomic policy investment infrastructure for Africa is but a bizzare question : What is European open macroeconomic policy infrastructure and how is it viewed by other countries which belong to it ? Is it open macroeconomic policy infrastructure geographical web of single nation –states from Atlantic to Urals ? Or is it a territorial political macroeconomic policy infrastructure from Canada to Vladivostok in Russia as defined by European Union.

The macroeconomic investment infrastucture policy within the European Union is, no doubt important question to countries like Hungary which are acceding into EU membership soon and would like to trade with the Oil-Rich North African countries. How do the European States unify with certain concept in the World : with coinciding strategies and tactics in the International Arena to avoid perhaps resembling the pax Americana, or the same Asian variant after the historical European pax Romania. For that macroeconomic investment infrastructure reason, Europe should be joined and development must proceed in an environment of mutual consultation with North African Countries within the Mediterranean.

As the International life is opening, Hungary, harmonius or not, has to operate with the outside World and first of all trade with its closest neighbours: those in the Southern and Eastern of Mediterranean sea. The business investment co-ordination in Hungary alike in The North African Countries indicate a trend of corruption combined with economic difficulties, which have been exacerbated by poor economic management and high population growth, leading to a dramatic rise in support of Islamic activism. As per Charalameos Tsardanidis [3] – there is a need for Community Policy in Macroeconomic Investment Infrastructure to promote a convergence of interest between the Hungarian business Community and the South rim countries. As the latter country accedes into EU – the five EC-Mediterranean Policy is a significant step forward in the EU regional initiatives. Its most innovative features include: a) Dismantling of tariffs on all agricultural products, even thought tighter limits on sensitive products remain; b) The allocation of over 2 billion ECUs to support regional projects; c) The allocation  of 300 million ECUs to support economic reforms in Mediterranean developing countries under a new bilateral financial protocol; d) The removal of exceptions to the free access of textile products and the regulation of their place of origin.
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The coherent and adhering reasons of macroeconomic investment infrastructure policy in Hungary as authenticated by EBRD Annual Meeting in 1999 are the following:

- Conducive central geographical  location

-Conditions of a developed market economy

- Stable political situation

- Prudent monetary and fiscal policies

- Developed banking systms

- Successful privatization, which is at last stage

- Long tradition of international cooperation, especially in high-tech industries

- Foregn ownership of up to 100 % allowed

- Fully protected and guaranteed investments

- Possibility to transfer profit and repartriate invested capital

- Fully convertible currency

- Liberalized money and capital markets

- Balanced and sustainable growth, steadily falling inflation

- Healthy external balance

- Investment rating for bonds

- OECD membership, one of the early entrants into the EU and NATO.

Looking at Hungary at a glance, at the end of 1998 the population was officially estimated at 10.1 million compared with 10 million in 1980. In Hungary 63 % of the population live in urban areas and 1.8 million people live in Budapest, the political, administrative, cultural and commercial centre of the country. About 98 % of the population is Hungarian [Magyar].

The macro-economic investment infrastructure relationship of Hungary and The North African Mediterranean shore Countries is based both on the trade in goods and services and on the exploitation of their common resource at sectoral levels. However, trade between Southern EU countries and the non-member southern countries are stagnating, in sharp contrast with their relations inside the EU. There is also a very low level of intra-regional trade. The lack of intra-regional trade was also due to the inward – looking policies which many of the States pursued. A whole gamut of protectionist measures has been used to protect domestic industries from competition. But one of the main problems is that while Maghreb became independent politically, their economies depend on the former colonial ruler. Agricultural like olive oil, wine, natural resources as for example: phosphate, oil and gas constituted the main export to Europe  [3]. According to L. Bin and B. Parisot [4] moer than thirty years after the Oil Rich Mediterranean African Countries achieved their independence, little has changed. While the EU and affiliated member states conduct about 60 % of their trade relations with one another in 1990s, mutual trade among the Maghreb countries was merely 3 % of the total. But the EU trade with Maghreb is less than 3 %. The asymmetry of their relations is therefore strikingly obvious macroeconomic policy investment infrastructure.

Foreign investments may be the most efficient means of stimulating economic growth in both Hungary and the North African economies, and help to balance there inter-trade economies. If Hungary has got to trade with these Maghreb Countries in question – It has to be realized that the former notion of Western Europe’s economic relations of neglibility to these countries have got just to be ignored. Still, Europe cannot ignore a North African market with more than a hundred million people. As per Judith Mosoni-Fried [5] in her paper entitled „Winners and Losers in Hungarian structural changes in Industrial R &D”] – In the field of R & D, total expenditures in real terms decreased by 53.7 %, while expenditures of business sector by 74.5 % between 1988 and 1993. During this period, the most significant financial source for technological development [the Central Technological Development Fund] decreased by 31.3 % at current prices and by 72.1 % in real terms.

In 1993 the GDP still decreased by 0.6 % as compared with the previous year, but increased by 2.9 % between 1993 and 1994. The rate of unemployment was 12.1 % in 1993 and 10.4 % in 1994. Foreign capital investment reached 7 200 million USD by that time. More than 20 %  employees found a place of work in  foreign –owned companies. Nearly 40 % of production, 38 % of investments and 60 % of export were connected to these firms.

Experience so far has shown that the EU members have difficulty in accepting the preconditions for the exploitation of this market in the Maghreb countries for example: that the region has to become stronger before the consumer power catches up with demand. Faced with unemployment and overproduction, the EU members and those countries acceding into its membership, show no eagerness to invest in the creation of even more competitors.
There is no doubt that the issues dominating the Oil Rich North African Countries are changing for the better, requiring a macro-economic investment infrastructure re-focus of elements that constitute conducive atmosphere for bilateral trade between Hungary and these countries. The issues of economic disparity is that Europe gradually, if sporadically, is moving to economic and political integration which faces North Africa with largely unsuccessful economies, unstable political systems, burgeoning populations and religious favour of unclear support and direction. See Table 1- about the Differences within the Mediterranean.

TABLE 1. THE DIFFERENCES IN GDP PER CAPITA, AVERAGE ANNUAL GROWTH RATE AND POPULATION GROWTH WITHIN THE MEDITERRANEAN

Countries
GDP per capita [ 1992]
Average annual growth rate of GDP [ 1983 –1993]
Population growth

 [ 1990 –1999 ]

Morocco
2. 777 US $
4.1 %
Over 2.0 %

Algeria
3.076 US $
1.6 %
Over 2.0 %

Egypt
2.274 US $
2.1 %
Over 2.0 %

Spain
12.986 US $
4.2 %
Over 0.2 %

France
18.232 US $
2.5 %
Over 0.4 %

Italy
16.724 $
2.6 %
Over 0.1 %

Source : World Resources Report 1996 to 1997 in  data - table 7.1 and 8.1.

1.1. EUROPEAN UNION – MOROCCO PROTOCOL IN IMPLEMENTATION OF COMMUNITY AID WITHIN THE INTEGRATION NETWORK WITH  THE CEEC-s [HUNGARY]
In the course  of the application of four financial protocols Morocco has received 1 091 million, 574 million of which has come from the Community Budget and 518 million has been in the form of small loans from the EIB’s own resources. Community aid has been provided in the form of grants [438 million] and a special EIB loans [totalling 100 million under the first and second protocols]. Also, under the new Mediterranean Policy, Morocco has undergone a structural adjustment program involving 80 million [20 million under the fourth protocol and 60 million under the special structural adjustment package].

The sectoral guidelines for the protocols largely favoured rural development [46 %]. Other sectors, in order of the amount of funds received, were economic infrastructure [17 %], the social sector [15.6%], the private sector [10%], training [10%], civil society [0.4%] and other sectors [1%].

Morocco’s ability to absorb the aid has been satisfactory and cooperation with the Moroccan Authorities effective on the whole. BY the end of July 1999, some 97.82 % of the budget funds, and some 95 % of EIB funds [100% in the case of loans from the banks’s own resources] had been committed. By the same date, 77 % of the total funds available had been paid out. 17 projects have not been completed. The first protocol has been closed. The last cooperation project to be started in 1999 receved 10 million under the fourth protocol and was for decentralized rural electrification. Following the EIB’s cancellation of a venture capital operation [which involved holding equity in ADM–Maroc] 5 million became available under the fourth protocol in 1999 for use in future operations.

Diagnosing the EU-Morocco and the CEEC-s macroeconomic policy networking the MEDA I [1996-1999] Were as follows: The signing of the Association Agreement in February 1996 to bring Morocco into the European Economic Area triggered a fundamental change in the form of financial cooperation. The 1996-1998 National Indicative Program [NIP] defined the priorities as providing support for the transition to a more efficient, open economy and providing extra support for ensuring social balance during the economic restructuring process. Cooperation between Europe and Morocco therefore focused on the following areas:

Economic Reform: A structural Adjustment operation [involving a SAF, or Structural Adjustment Facility amounting to 120 million] was carried out in cooperation with the World Bank. After the Election of the New government in March 1998 the general policy guidelines were redefined. This caused further delay in disbursement of the second tranche and in defining the conditions which were to govern the third tranche.

Other aspects of economic transition receiving support: to supplement the SAF, several technical assistance programs are helping improve the economic environment in which the private sector has to operate, providing, for instance, 5 million for privatization, 30 million for setting up a guarantee fund, 15.5 million for standardization and quality management 5 million for the Moroccan telecommunications regulatory body, 38 million for vocational training, and funding for Euro Maroc- Enterprise, or EME, which is an advisory centre for SME-s for which MEDA funds were committed in 1995. Another 45 million, in the form of venture capital administered by the EIB, has been provided to help Moroccan businesses become more competitive, as has 1.3 million to study the effects of Free Trade Area on the Moroccan economy and provide training in Economic modelling.

· Encouraging a better socio-economic balance: Aid under this heading focuses mainly on improving rural standards of living, particularly in Northern Morocco. The projects provide support for water supplies and sanitation in rural areas [40 million], rural tracks and roads [30 million], integrated rural development [28.4 million], basic health care [20 million], integrated development in forested areas [24 million] and of course basic education [40 million]. There are also, two projects to improve urban standards of living, namely support for young people and sport [6 million] and for installing sewage systems in the imperal cities [7.58 million in the form of a low interest loan from the EIB].

· Since 1996 the EIB has been granting loans – now totalling 392 million – from its own resources. These loans are part of the process of modernizing and strengthening the Moroccan economy. They go to the following sectors: - infrastructure [railways, power distribution, port facilities], the environment [liquid waste disposal, wind-power generating facility at Tetouan], drinking water, and the Investment business sector [office Cherifien dea Phoshates].

The Investment of Morocco Government’s ability to absorb MEDA Funds excellently and succinctly in development projects will be improved further by the Activation of the now UN development programs as depicted by the nice speech and the warm welcome of the Secretary of the UN Koffi Anan in Budapest on 20th June 2000.

The EU-MEDA funds have been committed according to plan [454.48 million between 1996 and 1998]. The Med Committee recently approved four projects which will account for 111million [the Mediterranean road link 80 million], support for small scale fisheries [21 million], cultural centres [5million], the national geologicla mapping [5 million]. Total commitments under MedaI [1996-1999]  should be around 625 million. As by the date of 20th June 2000, the arrival date of the UN Chief  in Budapest [6].
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2.0. FOREIGN DIRECT INVESTMENT INFRASTRUCTURE IN HUNGARY WITHIN THE MACRO-ECONOMIC INTEGRATION NETWORKS OF THE EUROPEAN UNION MEMBERSHIP ACCESSION POLICY

Hungary’s success in attracting foreign capital has made it a leader among the Central and Eastern European Countries. This success reflects Hungary’s stable institutional and political background, developed from a very early stage compared to other countries within the region. Direct investment began in Hungary by non-residents began in the early 1970s. Annual inflow of foreign direct investment was US $ 4. 453 billion in 1995; US $ 1. 983 billion in 1996 and US $ 2. 085 in 1997. In January-November1998, inflows amounted to US $ 1.6 billion. The stock at the end of 1998 was around US $ 18 billion. Roughly half of theforeign capital investment was invested in the greenfield plants, with the otherhalf accounted for by privatization. In Central and Eastern Europe, Hungary’s per capita foreign direct investment is by far the largest; equivalent to some 40 % of total, excluding the CommonWealth of Independent States [CIS]. Including the CIS Hungary’s relative share is about 35 %.

More than 34 000 companies with foreign stakes are operating in Hungary. The list of investors is led by companies from Germany and the US, followed by those of Austria and France. Many of the World’s largest companies, including general Electric, General Motors, AUDI, BMW, Phillips, Nokia, Deutsche Telekom, Elektrolux, Siemens and others are already present and many have reinvested their earnings in Hungary. Companies with foreign participation account for more than 70 % of Hungary’s industrial exports. They provide jobs for more than 20 % of employees. In Hungary.

The flow of FDI into Hungary constitutes the greatest success scored by the economy in the period since 1988. This statement applies in the face of all the justified critisms and discontent, including the privatization scandals and some ambivalent consequences [1].

The total FDI in cash and in kind reached US $ 14.5 billion by the end of 1996, following the energy sector

The sectoral distribution of FDI [1996] was as follows:

- Industry 48.5 %

- Telecommunications 14 %

- Energy 12 %

- Trade 9.5 %

- Banking insurance 6.5 %

- Others 9.5 %.

This sectoral distribution of FDI makes up about a half of the FDI stock in the CEE – 7 group [including the Czech Republic, Hungary, Poland, the Sloval republic, Slovenia, Bulgaria and Romania]. Nearly all the big foreign and multinational corporations have subsidiaries, or other investments in Hungary, e.g.: General Electric, Volkswagen-Audi, US West International, General Motors, Suzuki Co., PTT Netherlands, Deutsche Telecom, Unilever, Prinzhorn Group, Ford, Nestle, Coca-cola Amatil, PepsiCo International, Guardian Glass, Sanofi, Elektrolux, Siemens, Ericson, etc. More than 60 % of the top list companies are in foreign ownership.

The largest investor in Hungary has been Germany, followed by the United States, Austria and France. The FDI in accumulated  in Hungary in 1996 in accumulated % -age was as follows:
· Germany 28 %

· USA 26 %

· Others 17 %

· Austria 10.5 %

· France 10 %

· Netherlands 4.5 %

· Italy 4 %.

At the beginning, most capital was invested in manufacturing and trading industry. Then the share of telecommunications increased tremendously. The sale of 66 % of the Hungarian Telephone Company was one of the biggest actions. Also, high sum was invested in tree cellular mobile phone companies, into regional telephones, road concessions and several telecom services. Towards the end of 1995 the privatization of the energy sector motivated great foreign direct investments. Towards the end of 1995 the privatization of the energy sector motivated great foreign direct investments. In 1996 and 1997 the rate of growth in FDI decreased [2].

The macro-economic investment infrastructure is very much concentrated in Budapest and its surroundings which seem to be the most attractive scene for forein investment. According to the Hungarian Statistical Office, in 1994 there were 23 557 firms in the country with foreign participation. In 1995, 54 % of the newly registered firms were estabilished by foreign owners. In that year, 39 % of value added tax was contributed to FDI. As foreign firms are very active both in export and import 59 % of the total export and 62 % of the country'’ import was contributed to them in 1995, while in 1992 both ratio were about one third of the total amount.

In Hungary it is well known that, the national R &D potential didn’t play any role in foreign investments. FDI came into Hungary to get cheap market and disciplined, well-trained, but cheap labour-force employees. The value of R & D capacities in human resources and facilities has been realized only in few places, following the acquisition. In Hungary investment infrastructure acquisition had had two main contradictory expectations namely – a) Fear of aggressive behaviour of multinationals and other foreign firms.

             – b) Scientists and engineers had expected better financial renumeration, rapid information flow, high technology transfer, etc. After nearly ten years in the 2000 – It seen that the Multinationals were perhaps less dangerous, but also less generous than they were supposed to be: As some R & D units really had been closed [textile and food industry];  chemical industry brought to smaller-scale and former giant units integrated into new owner bulb industry, software industry etc.
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2.1. HUNGARIAN FOREIGN TRADE INVESTMENT INFRASTRUCTURE TOWARDS THE ACCESSION INTO EUROPEAN MEMBERSHIP SEEKING PARTNERSHIP WITH THE OIL RICH NORTH AFRICAN  MEDITERRANEAN COUNTRIES 

According to Hakanson L. [3]  four major motives for operations of foreign R & D Investment units can be identified in Hungary as follows: Support to local production [5 % of Foreign R & D Investment Employment]

· Market proximity, i.e. adaptation of centrally developed products and processes to local markets [32 %].

· Exploitation of foreign R & D Investment results and resources [8 %]

· Political factors, i.e. environmental factors more, or less directly influenced by government action  [34 %].

The remaining 20 % of investment in employment seemed to be motivated by a combination of factors. The primary of the first three types of foreign R & D investment units enhancing company’s competitive position in ways not possible from domestic location.

Rapid growth both in exports of about 23 % in volume terms and imports of about 27 % characterized foreign trade in Hungary in 1998. The reason for the slower relative rate of increase in exports was deteriorating market conditions in Hungary’s key markets [the effect of Asian crisis], the Russian crisis and the natural decline in the exceptionally rapid growth in exports of foreign owned firms active in customss free zones. Export growth slowed over the year, while imports grew at a steadly increasing pace. The trade deficit for 1998 was US $ 2.7 billion [1997: US $ 2.1 billion]. The competitiveness of Hungarian exports improved according to different real exchange rate calculations; the Hungarian forint depreciated on the basis of prices in manufacturing and unit labour costs too, whereas on the basis of consumer prices it remained stable on a yearly basis.

In the commodity breakdown of exports, the share of machinery and transport equipment increased from 45 % in January-November 1997 to 52 % in the same period of 1998. Exports of manufacturing products increased in dollar terms by 5.5 % in 1997 and 11 % in 1998. In engineering, the growth rate was 48.6 % in 1997 and 38 % in 1998. The share of machinery in total imports was 41 % in 1997 and 46 % in 1998, that of manufacturing 41.7 % in 1997 and 40.7 % in 1998. The increase in imports in dollar terms was the highest in engineering investment, 36 % [34 % in 1997]  and manufacturing investment 19 % [7.5 % in 1997].
One of the most important features of Hungarian foreign trade is the higher share of exports and imports of foreign owned companies doing business in industrial duty free zones: this was one of the most important engines of growth in recent years. Their share of exports increased from 26 % of total exports in January-November 1997 to 35 % in the same period of 1998. In total machinery exports, those of industrial duty free zones amounted to 53 % in 1997 and 63 % in 1998. In imports, their total share was 19 % in 1997 and 24 % in 1998.

In regional breakdown terms, the share of industrial countries in foreign trade continued to increase in 1998, reaching 80 % of exports and 74.7 % of imports. The share of the European Union in exports was 73 % and in imports was 64 %. Central and Eastern Europe took 16 % of exports and 15.2 % of imports, which is about 3 % points lower than in 1998. The share of developing countries was 3 % in exports and 8 % in imports, more, or less the same proportion of a year earlier. In recent years, the most important trade partner countries of Hungary have been Germany, Austria, Russia and Italy.

The trend of balance of payments, external debt and internal reserves in Hungary have been as follows: 

-The current account developed in 1998 according to expectations: the deficit amounted to US $ 2.3 billion compared to US $ 0.98 a year earlier. 

-The increase was not unexpected economic policy: Economic policy had anticipated growth in both consumption and investment, inevitably resulting in in higher imports. Due to the volume of foreign capital invested and the increase in profitability, an increase in repartriated profits was expected. All these facts, combined with the direct and indirect impacts of the Asian and Russian crises on the trade balance, resulted in a doubling of the deficit of the current account.

At the end of 1998, gross external debt denominated in foreign currencies, excluding inter-company loans was US $ 23.2 billion, 47.5 to 48.5 % of GDP and 87 to 88 % of export of goods and services. Net external debt was US $ 8.9 billion, 16.5 to 17.5 % of GDP and 31 to32 % of export of goods and services. International reserves are around US $ 9.3 billion, equal to about five months of imports.
TABLE 2. THE MAIN INVESTMENT ECONOMIC INFRASTRUCTURE INDICATORS OF HUNGARIAN STRUCTURE AND DEVELOPMENTS  IN  REAL ECONOMY

FROM 1992 TO 1998

External Economy
1992
1993
1994
1995
1996
1997
1998

Exports [FOB,

 US $ bn] 
10.7
8.81
10.6
14.3
15.7
19.1
23.0

Imports [OIF,

US$bn]
11.07
12.43
14.5
16.6
18.1
21.2
25.7

Trade balance

 [US $bn]
-0.36
-3.62
-3.86
-2.29
-2.44
-2.13
-2.7

Export growth [volume,FOB,

US$ %]
1
-13.1
16.6
10
12.9
29.9
23

Import growth  [volume, CIF, US $ %]
-7.6
20.9
14.5
-2.7
11.7
26.4
27.0

Current account

/ GDP[%]
0.9
-9.0
-9.4
-5.5
-3.8
-2.1
-4.8

Current account balance 

[US$bn]
0.3
-3.5
-3.9
-2.5
-1.7
-0.98
-2.3

Foreign direct investment

[US$bn]
1.47
2.34
1.14
4.45
1.98
2.09
1.9

Stock of foreign direct invest-ment [US$bn]
3.42
6.0
7.7
12.8
14.7
15.9
18.3

Gross foreign debt[US$bn]
21.4
24.2
27.8
30.5
25.9
21.7
23.2

Intern.reser-ves of the NBH [US$bn] 
4.4
6.7
6.8
12.0
9.8
8.4
9.3

Net foreign debt[US$bn]
13.1
14.5
18.2
15.2
12.5
9.3
8.9

Gross foreign debt/GDP [%]
57.6
62.7
66.7
68.4
57.3
47.4
47.5-48.5

Net foreign debt/GDP [%]
35.0
37.7
43.7
34.1
27.7
20.3
16.5-17.5

Total debt ser-vice/exports[%]
28.1
34.4
42.5
39.1
33.9
25.3
20.22

Net interest expenditure/

exports
9.1
10.4
12.0
9.3
6.1
3.9
3.7

Import coverage Indicator

[months]
5.2
7.1
7.2
9.4
7.0
4.7
5.0

Source : European Bank of Reconstruction and Development 1999.

2.1.1. THE INVESTMENT INFRASTRUCTURE IN PRODUCTION AND SALES IN HUNGARY TOWARDS THE ACCESSION  INTO EUROPEAN MEMBERSHIP SEEKING PARTNERSHIP WITH THE OIL RICH NORTH AFRICAN  MEDITERRANEAN COUNTRIES 

Industrial production in January-November 1998 increased by 12.8 % in volume terms against the same period in 1997. Total sales in industry were higher by 13.3 %, export sales by 29.1, and domestic sales by 2.9 %. Manufacturing output [which represents 87 % of total industrial production] increased the most, by 16.6 % increase in engineering investment, 25.7 % growth in the production of other manufacturing investment products [including furniture, jewellery, musical instruments etc. And recycling of steel waste], a 13.8 % rise in production investment of non-metallic mineral products , a 10.8 % increase in textile production investment on the one side, and a 16 % decline in the performance of mining investment and a slight decrease [0.8 %] in electricity, gas, heat and water investment supply, on the other.

Total sales in manufacturing investment  increased by 17.4 %, of which 5.8 % was accounted for by domestic sales investment and 29.6 % by exports sales investment. Sales of engineering goods rose by 52.8 %, of non-metallic mineral products by 35.2 %, of other investment manufacturing products by 29.1, and of mining investment by 42.7 % in January-November 1998 against the same period of 1997. Productivity in industry increased by 13 % in January-November 1998, with engineering registering an increase of about 30 %. Total agricultural investment procurement increased by 1.4 % in January-October 1998. This was due to a 7.4 % increase in plant cultivation and horticultural investment and a 3.8 % drop in animal husbandry investment.

The volume of fixed investment increased by an accelerating rate in January-September 1998  to 13.7 %  [Q1 : 7 %, Q2 : 12.7, Q3 :18.1 as compared to the same quarter of preceding year]. Investment in construction increased by 9.3 %, in machinery by almost 20 %, and in other branches by 10 %. Investment in engineering increased in the third quarter by 34.2 %. Investment in housing, however, declined considerably, by 29 %, presumably due to expectations regarding pre-announced housing allowances.

According to Allan Larsson [4] the investment infrastructure in the Central and Eastern European Countries [which includes Hungary] need to be balanced, aiming at the following:

· Macro-economic investment stability through targeting resources.

· Containing investment costs and mobilizing financial resources.

· Promoting educational investment choices for young people and adults.

· Introducing investment incentives and competition among providers of education and training services.

· Regulating investment markets by maintaining qualification standards.

· Ensuring investment access to education and training services for all, including groups who are presently excluded.

· Strengthening institutional investment capacity to implement the reforms with Maghreb countries.

Scrutining at the 1999 – fiscal overview of Hungarian Government on primary balance of general budget in 1998  [- excluding extraordinary measures] was 1.8 %, compared to 3 % in 1997, the rate of Cepta-redistribution declined from 49.7 in 1997 to 46.9 % in 1998, and the centralization of revenues declined from 45 % in 1997 to 42.2 %.

The balance of the Central budget turned out much better than planned due to favourable developments in the economy and to strict controls in public finance. Revenues were higher than expected. Most surplus revenue was realized from payments of economic organizations, including customs duties and import levies, consumption taxes and payments by households. Some revenues, however, fell behind expectations: payments related to state property, profit tax from financial institutions, and payments by the NBH were less than. Expenditure, excluding extraordinary measures, were balanced and only slightly surpassed the planned amount.

The deficit of Social Security Funds in 1998 was HUF 84.1 billion, against a target of HUF 22.1 billion. Revenues of the Funds were HUF 19.6 billion lower than planned, primarily due to failure to collect contributions. Expenditures, on the other hand were higher than projected, mainly due to higher expenditures for medicines and therapeutic equipment. The Central budget debt at the end of 1998 amounted to HUF 6 165.9 billion, 60.6 % of which was denominated in forint, 39.4 % in foreign exchange. More than half of the debt was in the form of government securities, which increased during 1998 by 24.2 % to HUF 3 361.7 billion.

TABLE 3. THE GENERAL HUNGARIAN GOVERNMENT BUDGET ON BALANCE OF SUB-SECTORS  IN 1998


1998 planned

[ in HUFbillion]
Excluding extraordinary measures [ in HUFbillion ]
Including extraordinary measures [ in HUF billions ]

Central budget
-427.0
-334.2
-553.9

Extra budgetary funds
-0.5
+6.9
+6.9

Social Security funds
-22.1
-84.2
-84.2

Local governments 

Total
-14.2 

 –463.8
-62.3 

–473.8
-62.2 

-693.5


1998 planned

 [ in % of GDP ]
Excluding extraordinary measures [ in % of GDP ]
Including extraordinary measures  [ in % of GDP ]

Central budget
-4.5
-3.3
-5.4

Extra budgetary funds
0.0
+0.1
+0.1

Social Security funds
-0.2
-0.8
-0.8

Local governments
-0.2
-0.6
-0.61

Total
-4.9
-4.6
-6.8

Source: European Bank of Reconstruction and Development 1999.
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3.0. HUNGARIAN INVESTMENT DEVELOPMENTS IN THE FINANCIAL INFRASTRUCTURE SYSTEM TOWARDS THE ACCESSION INTO EUROPEAN MEMBERSHIP SEEKING PARTNERSHIP WITH  THE OIL RICH NORTH AFRICAN MEDITERRANEAN COUNTRIES 

By mid 1998 the number of credit institutions operating in the form of joint stock companies was 43 [44 at the end of 1997]. The number of credit institutions operating in a cooperative form was 249 at the end of the half year, the same as at the end of 1997. As of January 1998, the mergers of CIB, CIB Hungaria Bank, ABN–Amro Bank Magyarország and the former MHB [Hungarian Credit Bank] took place. The Land credit and Mortgage Bank Co. Ltd.] obtained a licence and began its operations in the first half of the year; Cetelem Bank, which had received its licence earlier, also commenced operations. Nomura Investment Bank was transformed into a non-bank financial undertaking.

The banking sector performance in the first half of 1998 was composed of combined balance sheet total of credit institutions operating in the form of joint stock companies rose from HUF 5 576 billion to HUF 6 112 billion. This corresponded to a growth of 9.6 % in nominal terms and of nearly ! % in real terms. Essentially, the balance sheet total of the entire credit institutions sector remained at the same level in real terms. 

The market share of the large banks declined further, although the performance of individual banks in the sector differed widely. In accordance with the experience of the past few years, it was the medium-sized banks that outperformed in the first half of 1998. On the whole, small banks recorded sub-standard growth, similar to that of the large banks. Hungarian saving associations are still at the very beginning of their growth potential. See Table 4. On Investment changes in the balance sheet totals of Individual groups of Credit Institutions.
TABLE 4. THE HUNGARIAN INVESTMENT CHANGES IN THE BALANCE SHEET TOTALS OF INDIVIDUAL GROUPS OF CREDIT INSTITUTIONS

Group of banks
Balance 
Sheet 
Total
Distribution



1st Jan.1998 

[in HUF billion ]
30th June 1998 

[ in HUF billion]
Index Dec./ Jan. [ in % ]
1st Jan. 1998

[ in % ]
30th June 1998

[ in %]

Large banks
3652.3
3878.3
106
62.15
60.28

Of which






-the3rd largest
2349
2518.6
107
39.97
39.15

-the 5th largest
3054.5
3275.3
107
51.98
50.91

Medium sized banks
1316.8
1555.0
118
22.41
24.17

Small banks
400.9
425.6
106
6.82
6.62

Commercial banks total
5370.0
5858.9
109
91.38
91.07

Specialized credit institutions
196.9
238.5
121
3.35
3.71

Hungarian home savings associations
9.1
14.3
157
0.15
0.22

Cooperative credit institutions
300.7
321.7
107
5.12
5.0

Credit institution sector total
5876.7
6433.4
109
100.0
100.0

Source : Hungarian Central Statistical Office and EBRD.

The concentration of the banking sector declined further. The market shares of the largest and the five largest banks continued to decrease over the first six months of the year. The Herfindhal index which measures market concentration also decreased somewhat as follows in 1996 [1107], in 1997 [961] and by 30th June 1998 [953]. The capital increase effected by the state at Postabank gave rise to a substantial change in the ownership investment structure in the first half of the year. Through this, the share of resident ownership rose by 3.5 % points in the whole banking sector in the course of six months. The most spectacular developments in the operations of the banking investment sector in the first half of 1998 was the rearrangement in balance sheet structure. Foreign exchange liabilities increased at the most dynamic rates among the liabilities of the banks but, in a break from earlier trends, the household foreign exchange savings portfolio also increased in real terms :as a result of this, the share of the foreign exchange liabilities rose to 39 % of the banking sector’s total liabilities by the end of the first half of 1998. Open foreign exchange positions of the banks as carried in their balance sheets increased nearly two – and –a half times relative to the end of 1997.

In the first half of 1998, the vigorous expansion of corporate lending continued, albeit in its growth rate slowed down relative to the same period of the preceding year. There was a change also, in the composition of credits : in the course of the first six months the stock of the foreign exchange credits increased by almost 20 %, which significantly exceeded the 7 % growth of the stock of forint credits. In line with the growth in investment in the real economy, there was a further shift towards longer- term credits [i.e. those with over a year’s maturity]. An analysis of corporate lending also underlines that the process which began in 1997, with companies repaying foreign loans and shifting to borrowing in Hungary, continued in the first half of 1998. See Table 5.
TABLE 5. THE OWNERSHIP INVESTMENT STRUCTURE OF THE BANKING SECTOR

IN HUNGARY [%]


1994
1995
1996
1997
1998

Domestic ownership
83.45
63.85
49.15
36.99
40.44

Of which






-Direct state
65.81
41.85
31.09
20.57
18.42

_Corporate
15.12
17.84
14.86
14.83
19.13

-Individuals
2.52
4.16
3.20
1.58
2.89

Foreign ownership
16.03
35.71
49.01
60.83
56.91

Of which






-banking, investment funds
15.45
32.48
45.27
60.17
44.32

-Other
0.57
3.23
3.74
0.66
12.58

Preference shares
0.53
0.48
1.02
1.37
1.65

Treasury stock


0.83
0.81
1.01

Total
100
100
100
100
100

Registered capital 

[HUF billion]
295.99
218.53
217.87
303.18
322.04

Source: KSH and EBRD 1999.

The Budapest Stock Exchange [BSE] was established in 1990 and continues to be one of the best performers in the emerging markets. The BSE is regarded as a safe, well-regulated market with developed investment market infrastructure. A favourable macroeconomic and regulatory environment, coupled with a healthy corporate sector, encouraged most western institutional investors to stay overweight in Hungary. The liquidity of the BSE has reached the level of mature Western markets, a most welcome development. Average daily turnover is 0.38 % of capitalization, which is considered high in emerging markets, and sufficiently liquid for major institutional investors.

Budapest Stock Exchange members totalled 60 [59 brokerage firms and one bank] at the end of December 1998. The number of securities listed and traded on the Budapest Stock Exchange was 144. Of these 55 were equities, 30 government bonds, 8 corporate bonds, 42 –T bills, eight investment fund shares and one compensation bond. The Budapest Stock Exchange [BSE] share index, the BUX, based on a level of 1 000 as of 2nd January 1991, monitors the market value of the shares listed in the index. The BUX stood at 4 134.3 at the end of 1996, at 7 999.1 at the end of 1997 and, after wild swings during the year, at 6 307.67 on the last business day of 1998.

 The Central European Stock Index [CESI] is a capitalization-weighted share index calculated and published the BSE. CESI is based on a level of 1 000 as of 30th June 1995. As of November 1998, 46 shares were represented in the index taken from those officially quoted on the Budapest, Prague, Warsaw, Ljubljana and Brastislava Stock Exchanges. The 46 shares in CESI represent 66 % of the combined US $ 33.4 billion total capitalization of the five exchanges on 30th September 1998. The basket now includes eight Hungarian, 15 Czech, 15 Polish, 5 Slovenian, and 3 Slovakian shares. The closing indices were 1 473.48; 1 409.78 and 1 274.5 at the ends of 1996, 1997 and 1998 respectively see Table 6.
TABLE 6. THE INVESTMENT INDICATORS OF SHARE TRADING ON BUDAPEST STOCK EXCHANGE MARKET


1995
1996
1997
1998

Turnover[ single accounting, HUF billion ]
43.7
245.3
1 436.4
3 460.4

Number of stock market transactions
6 08551
153 937
478 236
1 011 514

Average number of daily transactions
244.4
620.7
1 936.2
4 078.7

Average daily turnover in shares[HUF million]
175.3
988.9
5 815.2
13 953.2

Turnover per transaction[ single accounting, HUF million ]
0.7
1.6
3.0
3.4

Number of trading days
249
248
247
248

Stock market capitalization at the end of the period 

[ HUF billion ]
327.8
852.5
3 058.4
3 020.1

Source: EU–Information Bureau 2000.

The Hungarian Government has realized the great importance of this territory mainly for the South-European member states. Direct investment, assistance, credits for Mediterranean defended obviously on the part of the EU by the large economic interdependence of both regions may provoke doubts about overlooking the CEFTA countries. In the case of Hungary, there predominated an interest in using European -wide structures mainly for their economic penetration into the Mediterranean region in the contemporary transition period before accession into European Union. The obligation is to adequately share in maintaining investment infrastructure security and stability in the region. The activities of R & D investment infrastructure would not be confined only to participation in Mediterranean seminars, meetings with delegates on the occassion, or attentively following Euro–Mediterranean dialogues in the framework of the Maghreb–CEEC-s investment activities.

The reasons of poor performance of Hungary in investment were, however, not just lack of political motivation, but also the economic transition the states in Central Europe were undergoing. In Hungary, this practically meant that the former famous, in the Arab World well-established Hungarian firms, e.g. Tungstram, or Ganz, were split into small companies and were privatized. These smaller firms, most of them, had not the financial and industrial means to keep up the traditional relations. At the same time, during the first, sometimes hectic years of the transition, due to lack of state interest, state support for such transactions was also missing. As Hungarian Investment Opportunities are now ripe the Oil-Rich North African Countries would form a strong base for speculative investment marketing.
3.1. THE LEGAL INVESTMENT AND REGULATORY INFRASTRUCTURE ENVIRONMENT FOR THE FOREIGNERS WILLING TO INVEST IN HUNGARY 

According to the ITD [1], since 1989 there have been no import restrictions on most goods. In 1998, 95 % of the goods imported to Hungary were imported freely. Free import means that the importer needs only to notify the Ministry of Economic Affairs. In some special cases [national security. International agreements, potential threat to basic supplies for the population] the minister is entitled to restrict importation, or exportation. The basic rules of foreign trade as laid down in the amended Government Decree 112 / 1990. The regulations for 1998 there contained in the Government Decree No. 221 / 1997 [XII.18]. The Decree’s Annexes contain the following:

- The list of products subject to export licensing in 1998.

- The list of products subject to import licensing in 1998.

- Transactions subject to licensing

- List of goods that can be exported from, or imported to Hungary only under a special permit of the Ministry of Economic Affars in 1998.

. As of January 1998, export licenses for products on the food economy are issued by the Ministry of Agriculture and Rural Development.

. In the Europe Agreement concluded with the European Community, Hungary and the Community undertook the obligation to mutually liberalise the full range of trading in textile and clothing products by 31st December 1997. Similar obligations are contained in the Free Trade Agreements concluded with the EFTA countries, plus Turkey and Israel. The Hungarian Government terminated the import licensing obligation maintained on textile and clothing products and the global quota concerns consumer articles with respect to all WTO countries from 1st January 1998.

. On the importations of products directly related to consumption, the Ministry may declare a quota of products in every six months, has the right to raise the quota and is allowed to declare value limits on the products.

In order to build up their market organization abroad, companies may send their representatives abroad, employ foreign private, or legal persons as trade representatives, establish foreign trade representation, or branch offices, or obtain interests in foreign companies.

The legal and regulatory environment for foreign investors is also covered in the case-studies of the Administrative Justice in the New European Democracies [2] on the informal rule making in Hungary, DECISION-MAKING in the capital investments; General Public Policy Affairs and Additional Practical considerations for the betterment of all citizens in DEMOCRACIES in 1999.

The Foreign Exchange Law: Foreign Exchange management is regulated by the Act - XCV of 1995, amended by Act – CXCLVII of 1997 on Foreign Exchange.

The provisions of particular relevance for non-residents according to the foreign exchange regulations and the foreigners participating in companies operating in Hungary.

The Laws and regulations concerning foreign investments in Hungary are under the following Acts:

In 1998, the Parliament passed the Act on the Investment of foreigners in Hungary [Act –XXIV of 1998] to develop International Economic Cooperation with the direct involvement of foreign working capital and to promote technological development in Hungary. According to the law, foreign investment enjoys full protection and security. Any damage incurred by foreign investors with respect to property, as a result of nationalization, expropriation, or other measures with similar legal consequences, should be indemnified at the actual value, without delay. The State shall provide for indemnification through the administrative organ that has taken the measure. In the event that legal rules are violated, the Court may be asked to revise the administrative machinery decision concerning indemnification.

For the purposes of the regulation, persons declared to be foreigners by the non-nationals Exchange Rules SHALL qualify as foreigners.

Investments of foreigners in Hungary are: 

- Economic associations founded by foreigners : and 

- acquisition of share in economic associations by foreigners.

Companies operating with foreign participation can be formed in the manner and forms regulated in the Act –CXLIV of 1997 [Company Act]. These companies can take part in the foundation of other economic associations, may make foundation companies themselves and can acquire a share in companies already in operation. Legal supervision should be exercised over these companies by the Court of Registration. If the provisions of an International agreement differ from those of this Act, the International Agreement SHALL be applied.

3.1.1. THE REGULATORY BROKERAGE INVESTMENT INFRASTRUCTURE OF CHRONOLOGICAL EVENTS IN HUNGARY FROM 1987 TO 1999

Where we make our biggest investment infrastructure contribution now is in bringing the Central and Eastern Countries’ local business perspectives to international initiatives, and helping the Mediterranean Maghreb Countries make wise use of Investment Funds in Hungary and in its neighbour countires. Some times, those countries acceding into European Union Membership involvement can turn an effort around 180 degrees in the design phase when working with partners who really don’t understand the speculative investment R & D in the Oil-Rich North African Countries.

Aside from these logistical and chart chronological event setbacks during the transition period in Hungary, the future Maghreb Investment teams and Hungarian ITD team missions will have to formulate amicable new priorities and launching new brokerage programs to induce healthy BUX-Index in Hungary.

The brokerage chronological events in Hungary from 1987 to 1999 has been as follows:

 . June 1987: Twenty two banks in Hungary made an open agreement concerning the Trade Bond Papers in the interest of Investment Strategy.

. December 1987: The Hungarian Ministry of Finance and Chamber of Commerce made an Agreement on Trade Bond Papers Investment Strategy.

. On 19th January 1988: With the leadership of Hardy Ilona Hungarian brokerage marketing strategy transactions started at Váci Street House in Budapest, once per week.

. April 1988: The Hungarian Chamber of Commerce elected Mr. Járai Zsigmond as the first Brokerage Council President of Hungary and with its Members as Hardy Ilona, Antal László, Debreczeni Kálmán, Faluvégi Lajos, Iványi György, Kepecs Gábor and Tertaák Elemeér.

. 1989: The Hungarian Chamber of Commerce and Bank Brokerage Council started working on the legal and regulatory Acts on Hungarian Trade Bond Papers.

. 1st March 1990: The Legal and Regulatory Acts on Hungarian Brokerage Trade Papers and Working Procedures of the Value Brokerage was enacted.

. January 1991: The Bank Brokerage Council started Partnership Trading Company [BE’T] Index, which was still not official as BTI.

. December 1992: The Danubius Company introduced its shares into the brokerage trading market.

. October 1993: The Hungarian Central Bank, BE’T and Budapest Product brokerage made 50:25:25 %-ages into the Central Counting House and Value Archive [Keler].

. Julius 1994: The Égis Company introduced its shares into the brokerage trading market.

. January 1995: The Official Index of Hungarian BE’T became Budapest Stock Index [ BUX ].

. March 1995: An Agreement was made on BUX-start.

. August 1995: The Hungarian Saving Company [OTP] introduced its shares into the brokerage trading market.

. November 1995: The Hungarian Oil Company [MOL] introduced its shares into the brokerage trading market.

. 1996: The BE’T annual assembly meeting decided on the buying of MMTS [Multi Market Trading System] and communication device marketing system in Hungary.

. February 1996: The BE’T Company started the publication of the Central European Stock Index [CESI], which contains the most important Central European broker companies’ movement prices.

. 1997: The Hungarian Government enacted a modified Trade Bond Paper Law and created an Investment Protection Base, by the same time introducing Matav shares into the brokerage trading market.

. 1998: The Hungarian Government introduced the first „tőzsdekrach” brokerage structure.

. 1999: In the annual general assembly meeting BE’T decided on an infrastructural change in the brokerage marketing activities.

. 21st June 2000: The first official brokerage trading day with the Introduction of IBUSZ Sharing Trading Company.
TABLE 7. THE INVESTMENT TREND AS DEPICTED BY ANNUAL MINIMUM AND MAXIMUM VALUES OF BUDAPEST STOCK INDEX [ BUX ] FROM 1991 TO 2 000 IN HUNGARY

 2nd January1991 = 1000.00
BUX Minimum Value
BUX Maximum Value

1991
766.33
1227.09

1992
830.04
988.42

1993
717.75
1307.12

1994
1265.21
2255.32

1995
1159.45
1629.40

1996
1557.91
4134.31

1997
4291.29
8483.79

1998
3775.02
9016.36

1999
5253.03
8875.18

The 1st Quarter of the year 2 000
8464.34
10471.91

Source: World Institute of International Economics [ Budapest ].

4.0. DISCUSSION ON HUNGARIAN GOVERNMENT INCENTIVES AND GRANTS FOR INVESTORS

Hungarian Government has developed a complex and versatile system of economic incentives to speed up the implementation of its economic goals in areas of particular importance for the year 2000 and above. These areas include the stimulation of foreign direct investments in Hungary, the development of small and medium-size enterprises, the catching-up process in the country’s socially and economically underdeveloped regions and the advancement of Hungary’s integration into the Single European Market and European Union accession.

The Investment Incentive system codified in a number of legal decrees and provisions applies various forms of incentives, including Bank loans on preferential terms, refundable grants, non-refundable grants and interest subsidies. Supported economic activities include agriculture, environmental protection, research and development, and, in more general terms, employment and regional development.

Foreigners willing to invest in Hungary, have to bear in mind that the above stated investment incentives and grants are available only for companies registered in Hungary. Most of the incentives are granted through schemes of applications and strictly bidding rules.

The rules are contained in the Hungarian Government Decree 217 / 1998 on operational rules of State Financing. Annex 4 of the Decree lists allocations financed by the various Government bodies in 1999, and Annex 7 lists all Government allocations currently in effect with the name of competent Ministries. The Decree specifies the terms under which the State allocations could be granted. Procedural rules for the government bodies to be applied when calling for, evaluating and rewarding applications from potential beneficiaries as follows:

-If applications for different government allocations are submitted simultaneously, all the applications shall be submitted to the manager of the allocation at which the INVESTOR applies for the largest grant. Applications can be evaluated jointly, or separately. However, separate contracts must be concluded between the applicant and the manager of each of the allocations rewarded.

-Grant for the same program from the same allocation can be given only once.

-No grant shall be rewarded to an applicant that :

- .Does not have the requested amount of own resources.

-.Has unpaid public debts due for more than 60 days, or is under a winding –up procedure.

-Grants can be rewarded exclusively through public tenders.

- No grant is available for any project that began before the application has been submitted.

According to ITD 1999 Section 83 of the INVESTMENT Decree lists the types of information, statements, documents, etc. That grant applications must contain. [The actual tender calls also specify these items].

The willing investors must make sure that they attach written authentic statements to the applications as follows: 

-   A statement certifying the truthfulness and authenticity of the data contained in the application.

· An acknowledgement of the fact that no subsidy shall be disbursed to an applicant that has unpaid public debts due for more than 60 days.

·  Tax number, tax identification code, social security account number, etc. necessary to check compliance with the above requirement.

· An acknowledgement of the fact that the name of the beneficiary, the subject and the amount of the grant, and the allocation where the development would take place can be made public.

· A statement that the applicant holds the collateral specified in the conditions for the investment application.

· A statement that an immediate collection order has been provided [If the applicant fails to apply with his / her obligation while using the grant].

· A statement that the applicant has no overdue and unpaid debts related to a previous grant.

· A statement of consent allowing the Authorities to check whether the grant is used appropriately.

· A statement that no liquidation procedure has been initiated against the company.

· A certificate of the payment of the application fee. Promissory notes of the release of other funds required for the implementation of the development.

· A statement from the Hungarian local council, where the development will take place, stating that the development project is in line with the location’s general and detailed development plans.

· Official Permissions necessary for the INVESTMENT application, including the permission of the environmental authorities, if the activity requires a test of environmental effects.

The Investment falling under targeted allocation for economic development specified in the Decree of the Minster of Industry, Trade and Tourism 33 / 1998, grants could be obtained through tendering for investments and development, including:

-Production capacities suitable for producing modern, high quality products in order to increase working capital investments, to accelerate the restructuring of the Hungarian Industry, and to improve its international competitiveness, to develop supplier-contractor relationship leading to efficient company to company co-operation, to establish logistical activities with substantial added value, to create and expand hotel capacities.

-Various activities leading to the improvement of the competitiveness of small and medium-sized enterprises [SME-s], as well as to the extension of their subcontracting relationship.

-Industrial Parks that improve investment and operation conditions for enterprises.

Internationally accepted and used trading methods and tools to promote Hungarian companies and products on international markets.

The introduction of EU-conforming quality assurance systems.

4.1.1 DISCUSSION ON GENERAL RULES ON INVESTMENT AS ITD HUNGARY OPERATES HUNGARY’S FOREIGN TRADE SERVICE NETWORK

Thirty seven offices in 33 countries offer assistance to companies who wish to invest in Hungary, trade, or conclude any other form of business transactions with Hungarian partners. The offices have on-line access to ITD’s various data bases and to a number of other external data sources and networks, through which foreign business offers and inquiries may reach the entire Hungarian business community. The general rules on Hungarian Investment Procedure is as follows : 

-The terms of investment grants are announced in public calls for tender every year.

-Grants can be provided for Hungarian-based legal entities, unicorporated business organizations based within Hungary and self-employed business-people.

-Investment grants as defined can be provided exclusively through tendering.

-No grant from the fund shall be provided for the same program, or project on the basis of more than one tender announcement and on more than one occasion.

-No grant contract shall be concluded with business entity, or self-employed entrepreneur that: -Is under bankruptcy, winding-up, or liquidation procedure. -Has overdue, or unpaid debt related to a grant from any of the subheadings of the budget in the previous two years. -Has unpaid public debts, including overdue social security, due for more than 30 days.

- For development projects co-financed by separate funds, requests for a supplementary grant from the fund can be submitted for not more than 50 % of the total value of the project’s whole INVESTMENT COST. Exceptions are made for applications submitted for development projects in the least developed counties of Hungary [as defined by separate legal provision], or for infrastructural developments for industrial parks. In these exceptional cases the upper limit of the grants is 75 % OF THE TOTAL INVESTMENT COST.

- At least 25 % of the total INVESTMENT shall be borne by the applicant.

- For development programs and projects involving more than HUF 10 million INVESTMENT and requesting for NON-REFUNDABLE SUBSIDY and INTEREST-FREE LOAN, the business plan must indicate a full return within five years [for hotels: within 10 years].

- The maximum amount of grants specified under third provision can be increased by 10 % if the application is tuned as follows: -Is submitted from the least developed counties of Hungary [as defined under a separate provision]; -Is part of the Suppliers Program; -Concerns investments in industrial parks; -Concerns investments in enterprise zones.

- One of the preferences listed above can be applied for at one time. The total amount of the grant including the preference shall not be over HUF 200 million, or HUF 400 million.

- A decision on the subsidy shall be made within 90 days from the submission of the application [if an application is rejected for lack of funds, the registration fee shall be refunded to the applicant].

- After a decision is made on the subsidy, the Ministry of Economic Affairs and the applicant shall sign a general contract on the subsidy, and the subsidy shall be called in line with the timing of the implementation of the development project, on the basis of the GENERAL CONTRACT.

4.1.2. DISCUSSION ON THE FORMS OF INVESTMENT GRANTS IN HUNGARY 

Top decision makers from all sectors tussled with the question of how best to assist innovation and creativity throughout Europe during the Business Summit held in the Belgian capital, Brussels, from 9th to 11th June 2000. One of the problems that came up is making Internet Investment more secure, thereby encouraging the wider use [1]. Looking at Hungary as a country acceding into European Membership soon the forms of investment grants are of paramount importance in this context. The ITD [2] categorizes three forms of investment grants as follows;

- Non-refundable grant: -Which has no direct effect on prices, but may increase the revenues of the applicant and reduce costs.

- Refundable grants: -Which shall be paid back according to rules set in contract and can be accounted under provisions on financial loans.

- Interest Subsidy: -Which is connected with development loans and is adjusted to the central bank’s actual interest rate.

Non-refundable Investment funds can be provided for in Hungary as follows: -Trade and investment promotion, centrally organized events.

- Introduction, development and attestation of EU-conforming quality assurance systems.

- Participation at International aid programs helping Hungary’s preparation to the EU, and in EU programs accessible for associated member states.

- Construction of infrastructure and contribution to the costs of establishing external connections to infrastructure facilities outside the premises of green Investments.

Refundable Investment Grants: -Can be provided in the form of interest-free loans for certain development projects.

Interest Subsidy: - Can be provided for development loans that aim to improve the competitiveness of small and medium-sized enterprises and to expand their relations as suppliers. See TABLE 8 on the scope, forms and upper limit of Investment grants in Hungary.
TABLE 8. THE SCOPE, FORMS AND UPPER LIMIT OF INVESTMENT GRANTS

IN HUNGARY

Investment Target
Form of Investment Grant
Upper limit Investment grant

1.Investment in creating new jobs
Non-refundable grants

Refundable grant
30 % of recognized costs

50 % of recognized costs

2.Investment to maintain the actual rate of employment
Non-refundable grant

Refundable grant
20 % of recognized costs

30 % of recognized costs

3.Establishment of innovation centres,incubation houses,

industrial parks, industrial zones and logistical centres
Non-refundable grant

Refundable grant
30 % of recognized costs

50 % of recognized costs

4.Infrastructural developments
Non-refundable grants

Refundable grants
20 % of recognized costs

30 % of recognized costs

5.Elaboration of business plans for regional development and cooperation programs, etc.
Non-refundable grants 
70 % of recognized costs

6. Investments connected with local business development and public work projects
Non-refundable grants
40 % of recognized costs

7.Human resource developments in connection with job creation
Non-refundable grant

Refundable grant
30 % of recognized costs

50 % of recognized costs

8.Investment to produce typical local products and bio-products
Non-refundable grant
20 % of recognized costs

9.Developmnt of village and health tourism
Non-refundable grant

Refundable grant
20 % of recognized costs

30 % of recognized costs

10.Support for regional development schemes and crisis management

11.Preparation of general development plans for settlement
Non-refundable grant

Refundable grant

Non-refundable grant
30 % of recognized costs

50 % of recognized costs

30 % of recognized costs

Source: ITD – Hungary April 1999 Statistical data.
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CONCLUSION

According to the common strategy on the MEDITERRANEAN REGION Santa Maria Da Feira on 19th and 20th June 2 000 [3] on European Council Annex V, outlined the Common Strategy which will guide the policies and activities of the Union and these countries acceding into its membership like Hungary in developing the Euro-Mediterranean Partnership established by the Barcelona Declaration and its subsequent acquis, both in bilateral and regional components, as well as as the consideration of peace, stability and security in the Middle-East following comprehensive peace settlement. It thus, expresses the Union’s determination to actively pursue a coherent investment policy towards this region.

For a full Investment Infrastructure in the Mediterranean countries, CEEC-s which circumscribe Hungary the European Union Council on Presidency conclusions outlined the following for the Middle East Peace Process:

- The European Council considers that a real investment opportunity exists to attain a just, lasting and comprehansive peace in the Middle East, based on the principles established within the framework of Madrid, Oslo and subsequent agreements and in accordance with relevant UN Resolutions.

- The European Council appeals to Prime Minister Barak and to President Arafat to intensify their efforts with a view to concluding, within the agreed time frame, a comprehensive agreement addressing all Permanent Status issues, thus bringing the conflict to an end and paving the way to full investment infrastructure performance reconciliation.

- In this endeavour the personal engagement of the leaders of Israel and of the Palestinian Authority and their continued mutual confidence have the utmost importance. The European Council therefore stresses the need for full implementation of agreements entered into, such as the third further redeployment, and recalls the Council Declaration of 22nd May 2 000.

- The European Council also recalls the declaration of 25th March 2 000 in Berlin. It is particularly important in the discussion of permanent Status issues now taking place that the viability of any resulting Palestinian State is fully taken into account.

- At Helsink the European Council welcomed the courageous decision of President Hafez el -Assad and Prime Minister Ehud Barak to resume Israel-Syrian negotiations. The European Council urges the new Syrian leadership and Israel Government to pursue the strategic choice of peace for a happier World and an arena for thorough investment in the CEEC-s and in the Maghreb area.

In the context of implementation of Maghreb Community Aid an agreement is needed, which should aim at integrating the region further into EU-Mediterranean economic area, resulting into a reorientation of financial cooperation. From the entry into force of the MEDA budget accruing due to signature of Association the European Union and those countries acceding into it, funding for Maghreb cooperation projects and programs will be looked into i.e. in Tunisia the EU approved EUR 458 million with a period of validity as of 31st 1999.

The Euro-Maghreb cooperation is focusing on the following factors:

- Economics reforms where possible: Two structural adjustment operations as devised jointly by the World. Bank The first operation should assist important reforms in the macro-economic and fiscal fields, including privatization, deregulation of maritime transport and ports, foreign trade, financial sector reforms and public expenditure in the social domain. The second operation should be used for further reforms of the financial system, the privatization process and the educational system.

- Development of the private sector: In addition to the structural adjustment facility programs, several technical assistance programs should aim at improving the economic environment for the private sector, notably in the field of privatization; boosting the competitiveness of the Maghreb zone economy; setting up a centre the upgrading of SME-s; funding the Maghreb zone Enterprise program in each willing country as per the signature of the Association Agreement. The European Investment Board has also added risk capital to increase the individual country’s own capital of enterprise in the process of privatization and restructuring.

- Social Equilibrium: A program of Integrated rural development and management of natural resources, which will help in enhancing the living standard of people in the interior of the country and reduce migration to cities.
- Environmental protection in urban areas is to be financed by three EIB loans with interest-rate subsidies. A job creation program is to be mitigated in the effects of privatization and the upgrading of enterprises. Reform of HEALTH Insurance Program System, will help create equitable and financially viable social protection systems.

- The EIB should be granting loans from its own resources. The sectors targeted are transport infrastructure (roads, railways, electricity), environment, industrial financing and harnessing of water through construction of hill dams [4].
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