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1.0 Introduction

The European Bank for Reconstruction and Development (EBRD) was given a mandate to coordinate the international community’s efforts to promote economic development and regional integration in South Eastern Europe through Private Sector Development.  To this end a paper was presented to the March Funding Conference entitled “International Financial Institutions; Regional Private Sector Initiatives in  South Eastern Europe”.  The paper describes ten specific Regional Initiatives which have been selected through a process of consultation among the IFIs as having the most immediate impact.  Most of the initiatives are based on existing operations or proven models which can be extended from one country to another.  The paper indicated a need for bilateral donor grant co-finance and technical assistance for “Quick Start” extension or implementation of these initiatives of € 104 million. 

2.0 Funding Status

Private Sector Development under Working Table II attracted total pledges of € 356 million at the Funding Conference held on March 29/30 2000. Out of this amount € 253 million was pledged by the IFI’s themselves including the World Bank, EBRD, the European Commission and the Council of Europe Development Bank(CEB).  Bilateral donor grant co-finance and technical assistance pledges totalled €103 million effectively meeting the identified target for the “Quick Start” programme.

Pledges to Private Sector Development in most cases did not specify at the time of the Conference which of the ten initiatives were being supported.  Preliminary indications were that €35 million (out of the €103 million total) were pledged to the initiatives identified as high priority by the IFIs.  Subsequently the EBRD has contacted each donor to ascertain the specific targets of each pledge.  The current position is described in Table 1 below:
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Table 1 :Donor Pledges to "Quick Start" Initiatives 

(€millions)






Specified Pledges


















Bilateral Pledges









Regional Private Sector Initiatives


62





Other Bilateral


19




Total Bilateral



82













Multilateral Pledges







World Bank Group


70.5





EBRD


70





EIB


0





Council of Europe


75





EC


37.5




Total Multilateral



253












Total Specified Pledges




335












Unspecified Pledges


21












Total




356


It is encouraging to note that €82 million are now clearly identified as pledges to the Regional Private Sector Initiatives. €19 million are pledged to other programmes which are consistent with the aims of the Stability Pact but are not available for allocation to identified IFI Initiatives.  Unspecified pledges of donor grant funds amount to € 21 million.  

Not surprisingly, pledges to specific Initiatives varied widely.  The largest amounts were pledged to the IFC Balkan Enterprise Facility (€17 million) and to the EBRD’s SME and Micro Enterprise Lending (€17 million).   No pledges were made to the World Bank’s Trade Insurance programmes not withstanding the successful models under implementation in Bosnia Herzegovina and Albania.  Particularly encouraging is the pledge of € 16 million for Small Equity Funds.  A full description of pledges to specific initiatives is provided in Table 2.
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Table 2: Specific Pledges to "Quick Start" Initiatives







    Pledges EUR million














Initiative
Lead

Grant
IFI
TOTAL





Agency

Bilateral
Multilateral














1
Trade Facilitation
EBRD

8
40
48



2
Trade Insurance








2.1
Political Risk Insurance
WB

0
35
35



2.2
Export Credit Support
WB

0
30
30



3
IFC Balkan Enterprise Facility
IFC

17
5
22



4
Small Equity Funds
EBRD

16
5
21



5
Micro-Enterprise Banks 
EBRD

17
80
97



6
Contractor Credit Support
EBRD/USAID

3
0
3



7
Credit Guarantee Pilot
EBRD

0
0
0



8
Bank Restructuring
EBRD

2
5
7



9
Political Risk Guarantees (Inv)
MIGA

0
0
0



10
EBRD/EU SME Finance Facility
EBRD

0
53
53




Other Bilateral


19
0
19














TOTAL


82
253
335












3.0 Conclusion
In conclusion, the European Bank is encouraged by the support given to Regional Private Sector Initiatives. In particular its own programmes in the areas of Trade Facilitation and SME and Micro Lending can be expanded as planned with the donor support identified.   EBRD is working to finalise contractual arrangements with each donor to ensure utilisation before March 2001.  For example, the contribution of the Swiss government to the Trade Facilitation Programme has already been committed and paid in, while finalisation of the agreements with Germany and Norway is imminent.  IFC is reported to be well advanced in the establishment of the Balkan Enterprise Facility with staff identified to implement the programme from its planned headquarters in Sarajevo.  The World Bank is sending missions to countries in the region to identify suitable executing agencies for Trade Insurance programmes.  Each of the identified programmes would benefit from additional donor support as the Stability Pact implementation moves from “Quick Start” to “Near Term” projects. In addition, a number of further private sector projects in the financial and SME/Microbusiness sectors are under development in various countries which will require additional donor support

The donor community is urged to review its commitments to Private Sector Development in the region and to identify whether any unspecified pledges can be allocated to Regional Private Sector Initiatives identified by the IFIs.  In particular, the World Bank is in need of technical assistance to support the role out of its Trade Facilitation programmes in Macedonia and the larger countries of Bulgaria and Romania.  It should be recalled that “Near Term” needs for the same initiatives (which would effectively extend their operations beyond March 2001) were estimated to be €127 million.  It is expected that the clear and immediate impact of these initiatives on economic activity and regional integration will encourage donors to maintain and extend their commitment beyond the immediate “Quick Start” requirements so far identified.  The EBRD is committed to its role as coordinator of Private Sector Development programmes under the Stability Pact and looks forward to continued excellent collaboration with the other IFIs and the bilateral donor community. 

