P_!D-j. Establishnen of SMEs Support System

7 Expected Benefit of the Proléét

7.1

7.4.1

7.1.2

714

Direct benefit

Re-education of manaﬁérs on inanage'menf and‘productlo'n technologles

a) A total of IZ{) to 200 managcrs of SME-S attend the seminars and
work<;h0p§ cvery year dunng the duration of the pmjt,ct componcnl

b} 10 m‘magcrs Of SMFS mlcnd the slud) tour every year during the
duration of the project componcnl _ _ .

¢) A study tour reporl which introduces dlld cxplams thc essence of
advanccd faclorics based on the study lour is produced cvery year
during the duration of the project component and is airéika_blc from the
office of the implemcntal-ion'bodj' for the reference of SMEs,

d) Employment: two office staff are hired for this component.

Movemen! of diffusion for TQMI“Kalzen(lmprovemenl)"

a} A total of 4 SMES cxpcnenca parumpalory aclivities for produclwlly
improvement in their own factoncs cvcr; year durmg thc duration of
the projcct component,

b) A total of 60 to 100 SMEs are invited to lhc two scminars or
workshops and are shown the concept of the movement and the resulls
of on-sitc activitics in lhc modcl faclorics cvery 3ear dunng the duration
of the project compom,m

c) Two reports on the on-sitc aclwsllcs arc produccd cvcry ycar durmg the
duration of the project component and arc available from the
implementation body for the rcfcrence on,MEs

d) Pmployment two office staff arc hired for thls componcnt

Execution of traveling clinic servlces for SMEs

2} A total of 4 SMEs are provrded with the Iravelmg clmlc services every
year durmg the duratlon of the pm]cc{ COmponent,
B) Employment: one office staff is hired for this componcnt.

Establishment of an SMEs consulfing center

a) A total of 100 to 150 consulttng pro;ccls are pcrformcd by either
registered local consultants or outsu!e con%ultanls every )car dunng ihc
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Li0-3 Establishurent of SMEs Support System

duration of the project component,

b) Around 20 registered local consultants  are provulcd with the
opporlumly of on-the job 1rammg by joining the consulling projccls
performcd by foreiga consultants.

¢) Employment; three full time office Slal'l' and 15 part time technical staff
are hired for this component. (However, it may not mean new job
creation for the pérl time technical staff because currently there are
alreadf; several part lime technical staff at NOT, the prospective
implementation body.)

7.2  Indirect benefit

The cxpcc'led indirect ben'cfils of the entire project:

(1) SMEs, parlicu]a'rly leading SMEs, acquire brighter future prospects.

(2) SMEs recogaize ap'propriatc. technologics to be acquired.

(3) Foundations or organizational bases to improve productivity arc buill
among the SMEs parhc:paimg in the program of the movement of diffusion
for lQMl“Kauen(lmprovcmenl)

(4) Working knowledgc of improving production processes is transferred to the
SMEs in the traveling clinic scrvices.

(5) Awareness of needs for improving management is created among the SMEs
in Konin Province by information dissemination about the resulls of (he
model factory activities of both the movement of diffusion for
TQM/“Kaizen(lmprovemem)" and the traveling clinic services,

(6) When local consultants are atiached to the on-site aclivities of the
movement of diffusion for TQM/“Kaizen(Improvement)” and the traveling
clinic services, they can tearn how 1o carry out such activitics cffectively.

(1) The implementation body of the SMEs consulling center can establish a
trustworthy consullant database through performance review of its
consulting projects.

8 Weakness of the Pro]ect

(l) Aithough each of the project componeats is cffcclwc for invigorating and

: upgradmg SMES cach requires al least more than iwo or three years
durauon bcforc langlbte results will materialize.

(2) All four components require either entire or part financial support from aid
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PID-3 Establistinient of SMEs Support Systein

organtzations including PHARE of EU, _ “ﬁ%
(3) For the components involving forcign cxpetts, appropriatencss of the

experls and consensus within the cxpert teams regarding the purposes and

implementation policies of the praject components are critical for the

successful implementation . These somelimes are not realized.
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PID- Establishment of Financing Assistance Schenie for New Entreprencurs

PID-4 Establishment of Financing Assistance Scheme for New
Entrepreneurs {ID-5)

1. Ratlonale of the Proposed Project

For e‘nireprencurs in Kobin Province, Ihb ditficultics in sccuring required funds
commuc o be a major managcmcnt issue, as cwdcnced in the results of the
questionnaire survey and the interview survey of the cntt.rpnscs visited. Tablel
summarizes responses (o the question on “problems related o business operation”
by ranking them m order of scriousness. The most frequcntly cited response was
“unstable pu'rchaéing' order of ‘customers” {21.5% of the total) , followed by
“difficulties in arrénging i‘oé_ns or fi‘nancing"’ {14.3%). It should be noted that most
enterprises citing difficultics in financial access were small enterprises with 50
cmployees or under.

Table PID-3-1 MAJOR PROBLEMS ON BUSINESS OPERATION

No. of Emplyees] a b C d ¢ f g 'h I
I~5 |97 60 42 15 55 133 6% 106 37
6~50 116 68 72 23 70 160 68 58 36
si~250 |93 47 12727 3 17 22 9
251~500 6 5 . 2 4 9 16 4 7 3
Total ~ [ 228 136 133 54 16l 343 158 191 8§
Note :  Respondents chose three items in order of seriousness.
“a. Difficulties in borrowing of loan .
b. Low technical capability and/ or job-hopping of employecs
c. Increase in salaries and wages of employecs
d. High import duties of raw malerials, intermediates or parts
¢. Obsolescence of production technology and/ or facilitics
f. Unstable purchasing order of customers
g- Severe requirements of customers for quality price
h. Bifficulty in market development
L Lack of reliable business partner

The qucsuonnalre further asked _respondents to define the problems related to

| dlffrculiles in borrowmg from financial instilutions. Table2 summarizes the
: responscs Complexlty in loan apphcauon procedures and a mortgage shortfall
were mostly frequently cited. The former was mentioned mostly by enterprises

. with 6-50 employecs, while the latter was most [requently cited by smaller
| c.mert)riscs with S c‘mployé_e_s_o‘r fewer. (ﬁ’otc to Mr Maeda: Sentence d’eleted as
fepe!itive)' This was confirmed when the Team visited and heard the same
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PID-4 Establishment of Financing Assistance Schemne for New Entreprenetirs

responses from small and medium- scalc cntcrpnscs In particular, many
cnlcrprlscs expencnccd the borrowmg problcms right at the beginning when they
were established (most of SMEs were f(mndcd in the 1990s).

Table PID-4-2 MAJOH PROBLEMS IN BOHROWING A LOAN

No.of Emplyees; a * b d

C e i

i~5 .23 20 2 14 2 17
6~50 - (19 38 7 17 8 12

cd~2s0 18 2 2 2 2 .2
251~500 3 2 20 0 0

. Total §3 62 13 . 33 12 31

Note :  Respondents chose tow items in order of seriousness.
a. Insufficient mortgage or collateral to meet requirement
b. Complicated procedure
c. Lack of official credit guarantee systcm
d. Banks’ passive atitude to finance SMFs

¢. Banks don't finance the full amount of loan requirement
f. Others

Since the introduction of the mérkc; cconomy, the financial éys_tc_m_ in Poland has
been recording rapid grdwth. Nevertheless, the amount _of funds held by the
banking iﬁduslry is still small co_mparéd to the size of the national economy. On
top of this, a rapid growth in financial demand in recent years alongsidc
government pollcy to curtail money supply creales an unl‘avorablc financial
caviromment (with strict rcquuemenh) for both small cnterpmcs ‘with vulnerable
financial bascs and new entrepreneurs without sufficient collateral for borrowing,
Although the need for an institutional financihg ‘s'éhemg {or mechanism)" is

rccogm/cd for foslcrmg small and medmm-‘acaie enterpmes there is no prospect
of introducing one as the govcmmcnl faces grave financial constraints. It is worth
noling that cight governors of Wlell\opﬂlska" region agrccd to promote the
introduction of a financing schemc for SMEs developmcnl in September, 1997.

However, there is no sign of a concrete plan on the horizon so far.

The situation is more or less the same in the financial market within the Province,
which scems to limit financial access severely to small enterprises and new

' “Insfitutional Financing Scheme” in this case refers to the establishment of a govérnment financial institution
specializing in a loan and eredit service for small and medium- scale enterprises with preferential conditions.

" Wiclkopolska region consists 0[ the pmvmo.s of Konin, l\ah«z Levno Poznan Plla B)dogo‘.zcz Forun and
Wloclawek,
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PID-A Establishiment of Financing Assistance Schenie for New Entrepreneurs

ventures. At present, 18 branches of commercial banks'opcratc in Konin Province.
Their total loans made in 1997 are estimated at around 400 - 450 million PLN.
The largest branch seems (0 have lent an cstimated 100 milfion PLN, whil¢ small
branches have not reached 10 million PLN.

Approximately 60% of corporate loans (both the number of cases and the amount
of loan) are to enlcrpriscs with 6-50 cmployces, followced by those with 51-250
cmployces. In fact, enterpnscs with 6-250 employees account for 85-90% of
corporale loans made by most of the branches. This makes a sharp contrast to the
dominance of small enterpriscs with 1-5 cmployecs which account for 869 of all
manufacturing enterprises in the province (on a registered basis).

The ma_lonly (55- 60%) of leans arc short-term with less than a year’s repayment
period. Medium-term loans - with a repayment pcnod of onc to threc years - and
long-term loans for more than three years account for 20% each in terms of value.
In terms of number of loans, 90% arc short-term. Table 3 shows the average loan
amounts which companies, in the questionnaire, slated as the requirement for new
investment. Theré ate big differences between the actual loan amount by
commercial banks and the amount required.

Table PID-4-3 AVERAGE LOAN REQUIREMENTS BY ENTERPRISES

No. of Employces | No.of Reply | No. of Loan | Average Loan |
: Requirements | Requirements | *note |
a~s s | s | 77646 T as
6~S0 1134 | es 310991 S8
Cst~2so |30 | is b T 2850833 12
251 ~500 11 7 4,700,000 6
__Total 310 141 124

notel: Number of companics which concretely replied approximate amount

It is important to analyze the difficultics in borrowing or financing (i strict
conditions) cited by small cnterpriscs, which are gencrally described as follows;

1) (‘omplexlly in loan application procedurcs

Notably, there scems to “be little d]ffercncc with other countries in the
application form and documentanon required. Also the average examination
~ period is, accordmg to various financial institutions, one month, which is
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PID-o Establishment of Financing Assistance Scheme for New Enfreproneuss.

considercd not unduly long. Fhus, the complcxnly for small cntcrpnscq scems

- to lic in time and effort required to preparc a business plan and arrange
necessary documents. For preparation of business plans, cach RDA provides
assistance on a contract basis now. Expanding the scope of this service will
facilitate loan negotiations between small enterprises and banks.

2) ngh morlgagc n,qmn,m{m!s

Al prescnt thc amount of collatcral rcquucd by financial msl:lullons is oﬂcn
set between 140% and 300% of the amount of loan soughl Assels pnmanly
offered as Collatcral are land bmldmgs and machmcry,' as well as molor
vehicles because of the ease of n,sale In addition to asscls, loan guarantec by a
surely is widely accepted. Farmland is gencrally appramcd at 5% o less of its
value, and in Konin Prov_mcc where agncullurc, used land and forest accounls
for large portions (719%), there are a timited number of eniﬁ:prcﬁcufs'who can
offer Iand of sufficicnt value to cover the amount of loan.

3) High interest rates

At present, loan interest rates range between 24 - 30%, with the prcvail‘ing' ratc
at 27%. The high interest rates -z,learly dlscouragc small enterprises from
applying for loans. Financial institutions set varying intcrest rates according o
the prospect for repaymcm and these are gcncrally hlghcr for small
cnlerprises. As a result some cmrcpreneurs borrow workmg capltai from
relatives and fncnds at a lower interest rate, but this makes it difficult to
borrow sizeable amounts. ‘

To 'help overcome lhc silualipﬁ, the projcci pr_oi)oscs to proﬁidc financial suppo.rl
for cnlreprcncdrs for the pu'rp‘ﬁsé' of'prdmoting new businesses in the Province. In
particular, the project will focus on entreprencurs who work for large-scale
enlerprises and who now intc‘nd to start their own business aﬁd have prpared an
appropriate business plan. The project is désigncd o provide funds for these
cligible entreprencurs under favdra_bl; terms and c'dndilions by cc;mbining public
financing with supplemental nlorlgages from the éhterpris-cs'whic.h previously
employed the entreprencuss (foan applicants).

PID-4-4.



PID-A Establishnent of Financing Assistance Scheme for New Entreprenenrs

2. Phrpbse of the Project

The purpose of the project is to promote the start-up of new businesses by
cstablishing an innovative financial assistance scheme.

3. Output of the Project

1) Emergence of new busingsses (enterprises) in the Province

The new financial assistance system will help pay the way for starting up new
businesses, feading 1o an increase in the number of enterprises operating in the
Province.

2) Creation of employment opportunitics

New enterprises will create new jobs, accompanied by additional employment
in related activities such as service industries.

3) Reduction of the workforce of lérgc companics

Providing loans to cnlreprencurs spinning off from large enterprises will
encourage the reduction of labor surplus.

4) Increase in local tax revenues

New ventures will increase the tax base of local government, including
corporate income and property laxes.

4. Project Description

The outline of the proposed financial assistance scheme is summarized as foHows:

PID-4-5



PiID-4 Establishwent of Fmancmc Assrsmnrc Scheme for New Entrepreneurs

1) Tolat amounti of toans: 6,000, OOOPLN (not mcludmg admmlstrauon costs, as
the loan service is prowdcd wnthm lhc scopc of ordlnary bank bumncse)

2) lmplcmcuhllon period: Loan is avallablb from Januar) 1999 to December

2001 (or when the total amount of loans is entircly (hsburscd, whlchcvcr is
carlier)

3) Mecthod of icndingz Dircet lending by local commercial banks. Reception
desks will be sel .up‘ at branch offices within the Province to ééccpi loan
applicalio.ns. The banks will be responsible for examining applicalions,

- decisions, disbursement and collection.

4) Usc of loan: Funds to purchase land, buildings, machincry and éqﬁipmcnt in
principle.

5) Qualification for a loan: An) person from a largc cntcrpmc (250 or more
employces) partlclpalmg in the financial aqm!dncc g:'Lhc:mc, who plans to
starl up a new venture in manufactunng, mining, construction or service in
the Province within a year of leavnng

The projects to be financed by lhls schcmc should be set up (or locatcd) in
the arca of local- govcmmcnl providing parl finance.

0) F.oan conditions
a. Maximum amount of loans: lO0,00f}PLN per application

b. Interest rate: An interest rate decided by an applicable financial institution,
with 5% subsidized by sclf local-government,

¢. Repayment period: Maximum 3 years
d. Grace period: Maximum 6 months (for principal .onl_)')

e. Collateral/guarantee: According to regulations of an applicable financial
instilution, The borrower may offer additional collateral under the
guaranice from the enterprise which previously cmployed him.

7) Assumplion:

Granting of loan and local government finance assume that:

Interest rate of loan : 28% p.a. (normai) 23% p.a. (discounled)
Required morlgage coverage ratio : 200% (normal) 100% p.a.(discounted)
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PID-4 Establishment of Financing Assistance Scheme for New Entrepresicurs

' Tcn_ﬁ of repayment 3 years 3 years {6 month grace)
Borrowers  (entreprenurers) will be allowed loans only on the above
conditions,

Average loan amount  : 100,000z1. per project

Number of loan af;provall : 20'projec£s'/ycar,
( 60 projects for 3 years in total )

Total loan amount (averagé): 2,000,000z /year
( 6,000,00021 for 3 ycars }

Seif local-government relief funds amount : 100,000 for a year
(i'n case of 5% subsidy), 300,000 for 3 years,
[ NOTE: Czirrency?]
Expected direct job creation : 600 persons (10/project x 60 project) for 3 years

Expected tax eaming in 2001: 4.2 million PLN
Average sales amount is 2 miltion PLN per project,

In this case, a profit is assumed around 300,000 PLN per project
300,000PLN x 35% x 40 projecls = 4.2 million PLN(in the year of 2001)

General flow of the proposed loan scheme is shown in Figuore 1.
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Figure PID-4-1 PROCEDURE OF NEW ENTREPRENEURS LOAN SCHEME

Entreprenewrs ——) Consultalion on loan scheme

v

Cooperate enl'érprises

Reject «f-—

Interview screening

Loan application with guaraniee

15t screening by a bank
(Checking the conditions)

' Self Lozal-
government

Fuifill the necessary
conditions

20d screening by a bank
{Detail screening)

Reject ‘——

Final screening
{unofficial approval)

Making up the
interest (5%)

Loan approval
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P-4 Establishment of Financing Assistance Schenie for New Entreprengurs.

5. Implementation Body and Financing Source

The ihiplcm_cnlation body of the project will be commercial banks with local
branches in the Province.

The project has a_{n advantage in ﬁsing existing loan scrvices of commercial banks,
for it avoids the need to set up new financial instifutions. Large enterprises and
local self-government authoritics supporting the scheme will need to make an
agreement with the banks on implementation.

6. Activities

1} Detailed design of the new loan program

a A basic agreement will be signed by participating banks, cnterpriscs and
local self-government.

b The new loan scheme will be announced and inavgurated.
¢ The participating cnterprises will start the promotion.

2) Loan application and assessment.

3) Loans disbursed and new cnlerprises eslablished.

4) The businesses employ workers and start activities.

5) The new cnterprises report profits and pay taxes.

1998 | 1999 2000 2001

Activities 1)~ a
1}~b
N-¢ >
2) >
3 - —>
4) —>
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FPID-A Estabiishment of Financing Assistance Scheme for New Entrepreneurs

7. Expected Benefits of the Project

Direct benefits

1) 1t is expected that around 60 enterprises will be established to employ 600-
700 persons in {otal.

2) The enterprises will help increase the local 1ax base by paying income and
property laxes.

Indircct benefits

1)} Divessification of local indusirics in the province.

2) Reduction of the workforce of large enterpriscs.

8. Weaknesses of the Project

1) The maximum amount of loan per project will likely be smaller than that

requested by most applicants.

2} Time required to obtain guarantee from large enterprises will vary greatly.

Pi-4-10
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PID-3 Organization of “Economic Forum 2010

PID-5 Ofganization of “Economic Forum 2016”(ID-10)
1. Rationate of the Proposed Project

In promoting cconomic dci’ck)pmc_nl of Konin Province, a key factor in the
success of the project is to ensure the support of leaders in arcas and sectors to be
developed and to explain the goals to local residents, At present, a forum is
organized by representatives of various sectors as a joint initiative of the Office of
the Konin Governor and the Sclf Local-Government Council,

The forum’s inceplion détes back 1o September 1996 when the discussion on
“Development Direction of Konin 'Prol\'.'ilicé” was held by thc RDA Konin. These
discussions led to a number of rc_s‘o‘ll_uli'ons,‘ one of which was to cstablish the
forum to create a common ground of undcrstanding on issues facing the region, 1o
agree the dircction of regional development, and 1o raise awareness of local
leaders The aim was to garner momentum for future development cfforts. In
response the Komn Governor and the Cha}rman of the Regional Sclf-government
Council jointly signed and sent a lelter in January 1997 to represemlatives of
various scctors in the Provincc, stating that they intended to establish the forum
and inviting the representatives lo par(icipzﬂc to develop a “sirategy for regional
development in the state”. In April, the Regional Self-government Council
established the framework of the forum and it formally started in Octobes, 1997,

The forum consists of the following six working groups, supervised by the
coordination commit(ce:

| Group 1 l'nd‘uslry Structure Change The futurc of the fuel energy sector
' Group 2 Restruclunng rural areas and agriculture - New income sources for
_ rural people
Group 3 Increasing cducation and training
' Group 4 fmp'mvemenl of the environment
' Group 5 Economic development - NLW 1nduslry
| Gmup 6 Socnety and cullure

So far lhe workmg groups havc hcld 2 4 mccungs each, but no reports or records
‘ havc been made. The actmty level secms to vary with the groups, and some

PID-5-1
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groups h'wc, not met rcgularly Accordmg to a ﬂourcc related to the forum, some
members suggcs! that lhcy should resume discussions until ihc results of the JICA
study, which started in July 1997, are announced.

Having analyzed thc forum’s activitics so far, the following problems arc
~ identified:

1) The status and role of the forum is not clear

While the forum was cslablishcd under the’ ]OmI mntnlwm of the Konin
Gov«,mor and the Chairman of the Regional Self-government Councﬂ the role
of the forum in the development process is not clearly defined and the forum is
only an informal géihering. In parlicu'lar, it is not clear how the resulls of
discussions at the forum will be reflected in futare policy.

2) No budget is allocated for the foru.im’s activitics

As the forum is consuicred to be an informal gaihcnng, nls membem arc
required (o bear related cxpcnses mdudmg lransportallon and prcparat;on of
materials. As the forum bccomcs nore aclwc these cxpemcs w:]l incvitably
increase, but no budgcl has been allacated so far

3) The forum does not include any representatives of the financial industry

The forum is unrepresented by any financial institutions that may be expected
to support the development drive.

In recognition of the above problems and with the final report of the J ICA_ sﬁndy to
be submitted soon, il is proposed to develop the informal gatherings of local
leaders into a new forum, represe.n(ed by all sectors, focusing on economic
development in the region and tentatively named “Econor_nié Forum 2010.”

2. Purpose of the Project

The purpose of the project is to establish a formal organizaliqn ld‘pr_dmo;c the
regional development plan for the Konin State with the target j}car of 2010, and to
monitor the progress of development projects.,

PID-5-2
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3. Output of the Project

(1) A common ground of understanding on regional development in the state will
be developed.

(2) A comprehensive regional development plan for the state will be made
(including, “development  visions,”  “imporlant  considerations  in
development,” and “development actions”).

(3) Projects related to regional development will be implemented.

(4) The progress of regional devcllopmcnl projects will be monitored.

4. Description of the Project

Based on the ekisting foru:m on “Formulation of Regional Development Strategies
for the Konin State,” a council to discuss ‘f‘cgionat devélopmcnt, tentatively named
lhé “Economic Forum 2'0.1(]‘,” witl' be cStablishcd under the Konin Governor and
the Régional Self-Government Council. The council will have its own budget to
cover operating costs and expenses and will be supported by a sccretariat. 1t will
be organized by formal members and will consult with outside experls as required.
Each member will bélong (o six to eight different working groups. It will discuss
very important agendas inqﬁired by the Konin Governor and the Regional Scif-
government Council and make and submit reports. Fig.l shows the general
organizalion of the council.

The operating budget will cover a full-time secrelary, printing, transportation and
mécling costs, fotaling an estimated 30,000 - 35,000PLN. The council will have
its head office within the Officc of the Konin Governor or the Regional Sclf-
government Council.
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Figure PID-5-1 COMPOSITION OF ECONOMIC FORUM 2010 ®

v Self-local government !
1 (48 Munincipalitics) ! !

~ Regional Self-local
Government Council

Office of the Konin Govermor

' (Executive Office)

Chaiman of Econontic Forum 2010 ) chilona!
oY Mot —] Public
General Mecting Debate
i 1
Working Commpittecy (irregular)
y

5. Implementation Body and Financing Source

The Officc of the Konin Governor and the Régionai Self—governmcnt Council will
be the implementation body and financing source,

6. Activities

(1} To sccure the budget for operation and management of the council from the
Office of the Konin Governor and the Regional Self-government Council.

(2) The counci! will be organized by representatives of various sectors in the
province,

(3) The council will cbnfer upon agendas as inquired by the Office of the Konin
Governor and the Regional Scif-government Council.

(4) The results of discussion at the council, including recommendations, will be
reported in writing to the Office of the Konin Governor and the Regienal Sclf-
government Council.

(5) The council members and participants in the council’s discussions will assume
leadership in the development process according to their area of interest.
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7. Expected Benefits of the Project

The project will not produce dircet benefits, such as the creation of employment
opportunitics.

The project, however, is expected to produce indirect benefits, including:

{1) Local leaders will have a com:ﬁon gm{lnd of understanding on the major issues
facing the province and a general direction of regional development.

(2) A regional development plan will be carried out to a detailed design stage.

(3) Local lcaders will be encouraged and motivated to lcad the development
cfforts.

1G] The above results will serve as a major impetus for the promotion of regional
development,

8. Weaknesses of the Project
(1) The council’s success wiil depend upon the commitment and determination of
the leaders of the working group.

(%) Recommendations of the council will rol have a dircel impacl on a spatial
development plan to be prepared by cach self-government,
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PDT-1Construction of a Dis.tribution Center for Construction
Materials(DT-1)

1.  Rationale of the Proposed Project
1.1 Condition of construction industry

Consteuction is the third largest indusiry sector in the Polish cconomy and
generated 6.5% of GDP in 1995 and 5.1% in 1996 respectively. 1L has also
slimulétcd the development of other economic sectors. For example, increasing
residential construction results in more demand for consiruction materials,
houschold appliances and services as well. Table PDT1-1 shows annual growth

rates of the construction indusiry in comparison wilth other industrics between
1993 and 1997.

Tabie PDT-1-1 GROWTH RATE OF CONSTRUCTION INDUSTRY (%)

% [ 1993 | 1994 | 1995 | 1996 | Third Quarier 1997
= Annual growth rates . .
Gbhr 38 5.2 7.0 6.0 7.6
Industrial sales 6.4 12.1 9.7 85 7.8
Manufaturig 10.4 13.7 I1.6 10.5 10.7
Construction 4.5 0.3 5.6 7.8 23.6

Source : Central Statistical Office{GUS)

Afler the cconomic revolution in 1989, the growth rate of the construction
industry dropped by 10.7% in 1990. However, the oulput of the construction
industry has been increasing since 1991, The construction industry has
economic impact not only on other industrics, but is itself also very sensitive to
the fluctuating business environment,

As shown in the above Table, the growlh rate of the construction industry was
0.3% in 1994. The main recason for this economic stagnation was the high
interest rate whiéh is the measure used to prevent high inflation. However, the
interest rate on NBP(Nalion'a'l. Bank of Poland) credit to commercial banks was
decreased from 33% in May 1994 to 25% in July 1996. As the interest rate
decreased, signs of recovery in the construction industry have been obscrved,

which have been emphasised by growth of 23.6% being achicved in the third

PDT-1-1
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quarter of 1997. According to the .Cha'mber of Construction, the demand of
construction is increasing, and this _lrend is expected to continue.

The conslruchon mdustr) in ](onm province accountcd for 5.6% Of value
added to the economic structure in 1995, and this valuc is csllmal.cd o mcrcqsc
to 8.0% in 2010. The number of people cmploycd in the mdustry was 8,300 in
1995, and this is estimated o risc to 10,000 in 2010.

Institutional scheme for promoting constructmn ind ustry

A lack of lnqtllutsonal facmncs is onc of lhc obsirucuons for growlh of the
construclion industry in Poland. Accordmg to conservative estimales by PAYZ,
5,00(},{)00 new flats will be needed in the period 1995-2000. Another estimate
by the governmental 'slrategi.c center in Poznan which covered the
Wiclkapolska arca including Konin province, indicated that 200,000 flats will

be needed up to 2010, Clearly there is a big potential demand for housing in
this area,

Hmmng is pali of the construcuon mdustry Prwatc non- resxdenual buitding
have more share than housing nccds. Table PDT!-2 shows the volume of
building production. According to this data, the volume of new public building
investment is relatively small with private non-restdential buildings accounting
for the highest proportion of volume.

Cn the other hand, pubhc mvcslment in lhe construction mdustry, such as the
construclton p[OjECl of A-2 molorway Wthh wﬂl commence within a year, is
supposed to influence a vancl) of other mvcstmenls The construction prolccl
of the A-2 motorway does not only create a good traffic mfraslructure but also
stimulates the economy of the pravince, '
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Table PDT-1-2 VOLUME OF BUILDING CONSTRUCTI.ON

a ' Building produciion
Speciﬁcalion ‘ 1995

Million ECU %

1.New bulldmgs mcludmg,‘ o 1469 42.8
foadin . R T

private non- residential bu:ldmgs 2.94 26.8

public non-residential buildings 0.52 4.8

2 Modernization ard ovethaul, including 4.36 39.2
housmg - P B

non-residential buildings 2.90 26.4

3. Indusirial bmldmgs _ 1.97 18.0

overhaul and modernization 0.45 4.1

Total 10.96 100.0

Source: WIB

Construction companies and market trend in Konin

There are scveral companics which have been carrying out construction

- projects in Poland. Budimex is a one of major canstruction companies whose

branch office is located in Lichen, Konin province. It is constructing a church
which will be the 11th largest in the world. Budimex is also planning to
construct a hotel beside the church for tourists and is interested in building a
hotel along the A-2 motorway.

- Table PDT:1—3 illustrates the number of new building approvals in Konin

province. In gcnéral, the number of new building applications has been
increasing since 1996. According to Table PDT 1-3, demand for housing is

_ much :highér than for non-residential buildings. Considering the national

statistical data above in Table PDT-1-2, individual customers should be

‘ '_largcled and therefore, efforls focused on house building in Konin province,

alihough itis undcrstood that there is a much higher construclion unit value in
an mduslnal facmly lhan in a delached house
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"+ Table PDT-1-3 NUMBER OF NEW BUILDING APPROVAL

R [ 1995 1996 | 1997
Detached house 1,151 1,289 1,198 -
Garage, starage of house 810 848 884
Malti-family house 10 - S 15
Public building " 45 59 - |- 72
Industrial facility | 40 124 115

Source: Konin provincial of ficc

Accordmg to an estimate by a pnva!c archttccl s office in Konm the cost of
housing is divided up, as shown in Table PDT-1-4,

Table PDT-1-4 BREAKDOWN OF THE g_:_osr OF HOUSING

Construciion elemenis % Cost(Pl M)

Ground works 1.50% | 4,500
2 Lomhmed fooung R K rll o 3560
.......... Consuucuon wall
A [Ceilings

[Py

3
4
.3...|Reof construction i 220% | 7500
: Roofcovcnng | g e
8
9

7 Parlltibn wal 7 )
Accassor__les ‘
Plaster

10 |Painting
1t Wood“ork wxndoynv_
12 Wood“ork -door

Iiﬁﬂﬁlﬁf*"ﬁl, Floor .............____._._..____'jﬁfﬁﬁf:iﬁfﬂ'jﬁIfZfﬁﬁIﬁﬁffﬁZ_'.'_IIff............. L. 220% | 6600

16 1 Iecmcal 1nstallat10n

17 [Water sewage installation
18 |Central heatmgmstailauon h .

19 Facade (external) o} 300%,
D P T E ey
Total
Konin, 1998 ;

*Land size;1,000m2, Housing size; 200m2

*Cost construction materials amount o around 64% to 67% of cach
construction clcmcnl
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1.4  Distributlon system of construction materlals

- Distribution system of construction materials differs according to the size of

construction project.

()

0

Large scale construction projecis

‘The procurement of the ma'jo'ri‘!y of materials in targe scale construction is
carricd out by specialized traders. The main dlslnbulor in Warsaw is still
statc-owned.  Some of the others, for examplc, the Kurakow and Shechin
units, were boughl up by German Capital. The Icadmg trading company of
Wielkopolska was also formerly a slate unil. It inherited the asset from the
state. The head office is located in Poznan {with a 3ha inventory sitc) and a
branch office is located in Konin city, Al the sanic lime, new cnterprisces are
c.nlcririg into the trading of construction materials, They have their own

distribution centers in which they stock and display their commoditics.

Conslmctlon compamce purchasc construction materials at  such
d;smbuuon ccnlers who are in effect functioning as middlemen between
producers and purchasers which avoids mcfflc;ency at the present time,
However, in the casc of basic building materials, these are purchased by
being ordered dlrcctly from producers by telephone.

Small building

Local housb constructions are carried out by individual house owners. After
documentation of the house is approved by the local government, owners
purchase construction materials by themselves. Al the present time, most

producers of construction materials in Konin cater for the neceds of
individual house owners. However, the distribution system is undeveloped

- and costly. Local traders’ stores dealing with construction materials are

utilized by small 1o medium‘ scale construction companies and individual
customers alike. Since the lradmg stores purchase commoditics in large
quannues Ihey can negollale with producers for discounts. Consequently,
thc sales pnces to consumers become close to the faclory prices, in some

¢ Cases.

The traders having stores in Konin Province are listed in Table PDT-1-5.
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Table PDT-1-5 TRADERS HAVING STORES IN KONIN PROVINCE

Name of companics Location { ' Remark

1 PCMB Poznan y i son
Gniezno Former state enterprise

Kalisz 190 employees
Wagrowice Annual tuenover 51.7 million
Konin ) "y ar
: Znin '
2 Minintal Konin
3  LUXKON - . - [Konin

Accordmg to the qucsuonuairc ‘;urvcy by Ihe Sludy Team, 31% (91 out of
310) of manufacturers in Konin province are related with consiruclmn
materials such as making of windows, furnilure and concrete fences, Raw

materials for construction such as clay, sand and gravel are plentifully in
the province., |

The major producers of construction materials ae listed in Table PID-1-6.

Table PDT-1-6 COMPANIES PRODUCING THE CONSTRUCTION MATERIALS

Name of companies Location | Remark

I  FUTA Aluminum Konin aluminum .

2 ANDREWEX-A.Oplatek  [Turek wooden construction material

3 PROFi L. Turck office’s chair

4 LINDA Kolo windows, door

5 MOSTOSTAL-Konin Kazimiciz |building, castruction

6 IiO\IORKA Konin buildng ceramic producls brick

7 KON-BET Konin concreted producls for bmldmg

8 OR-DOM -R.Oplatek Turek timber woods

9 Building Products Co. Unicjow ceramic products for building
Source: RDA '

These compamcs are faced with difficultics in market dcvclopmcm Since
clicnts are hm:lcd to local house owners, the sales volume docs not increase
very much. Local manufacturers nced to dcvelop sales outlels through
* trading companics in order (o expéﬁdl_'blﬁsincss activities. Some local
manufacturers, however, hesitate 1o utitize middlemen for promoting sales
volume since they eat into profits. There is a ngé;d to establish fair and
functional market among the manufacturers, traders and end users.
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3 Produc.livily' of !rading cdmpanics handling construction materials
According to the annual report of WIB, the productivity of trading

companies handling major construction materials are as in Table PDT-1-7

Table PDT-1-7 PRODUCTIVITY OF TRADING COMPANIES HANDLING MAJOR
~ CONSTRUCTION MATERIALS

Co . 1995

Name of number of turnoyer productivity
company employces {PLN) {PLN})
Budmar 2 10,000,000 476,190
KOMFORT 45 20,000,000 244,444
1ech-Pol 16 4,200,000 262,500
PCMB 190 51,690,000 272,053
PROGRES 16 6,161,000 385,003
REIMPEX 17 4,322,353 254,256
' 305 96,373,353 315978

Source: WIB

The growth rate of construction industry is increasing and so is the turnover
and productivity.

1.5 Background of proposed projects

Based on the above analysis, a project involving the building of a distribution
center for construction materials is proposed. The following arc results of
analysis which help to support the implementation of this project.

® Potential demand in the construction industry seems to be high

®  An jnstitutional scheme for promoting the construction industry is under
preparation :

® bocal manufacturers of construction materials are in a difficult sitvation

" with regard to market development

® Markc.i demand for rcsidcﬂ“lial building in anin province is high

® _Saniple sales are convenient for both end users and manufactures

2. Rrojéct Pufpose :

Fo fully wiilize potential of the !ranspor!éiion infrastruciure in Konin Province.
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3. Output of the Project

This is cxpeeted to be as follows for the project;

O3

)

A construcnon matcnal ccntcr 1‘; cslabhshcd

ic mmal aclwnly of this pro;cct wnl be to mvolve produccrq and Iradmg
companics dealing wnh consl_ru_cuon malcnals. The proposcd pro;cct aims
to cxpand sales vbiunﬁ_c_ of construction materials by gathering information
for pto‘duccrs and traders. However, the survey conducted in this study
dlSCOVCl’Cd that the variely of construction materials produccd in Konin is
limited. To ensurc a broader basc of materials is avallablc traders will be
invited to set up stores and distribution outlets on the same sitc. By
concentrating supplicrs togcthcr in this way, the center will atteaet
ncighboring customcrs and advantages of sales promohon for both traders
and produccrs wﬂl be obtained, The construction materials center will be

cquipped with modern storage facilities to allow for adequate control of
goods in stock.

Better information about construction materials will be available for Konin
provinee

The center will have a major role in providing information and advertising
producers” products. At the same time, the distribution center will be
expected to standardize details of the construction materials available.

Bul information exchange in the center will not be restricted to construction
materials. In order to provide comprchensive ‘scryic.es, architects and
consultants are invited 1o set up their branch offices. In the next stage of
development, an area for the model houses of ‘consl_ructilon companics will
be provided at the same site opcn' to the public. Realistic infofmaliou of this
kind such as model houses will enable belter promotion of the businesscs.

Dmmbuuon cosls for end users are reduccd

The distnbutlon center of Cons{ructlon materials w:ll offcr a morc effxclent

system. By standardization, the result for cnd—users will be a belter service
and reduced costs. ’ o
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(4) Sales volume of construction materials which arc produced in Konin
province will increase

"As a result of the above outputs, the sales volume of construction materials

in Konin will increase. The distribution center will contribute to the
devcloprﬁenl of both the construction industry and the manufacluring
industry.

Project Description

Target customers of the construction material center

The target customers of this projcél arc construction companics who arc
building detached housesra:nd multi-family houscs in the Wiclkopolska region
and individuat house owners.

According to Table PDT1-3, the number of applications for such residential
houéing was approximately 1200 in 1997,

Administrative organization and personnel

Stare Miasto Gmina has responsibilities for initial land acquisition. Land
preparation itself, however, shall be done by private inveslors who will open an
office (or oullets) on the site. Therefore, financier for cach project will be
potential tenant companies.

Site and fayout of the construction materials distribution center

(1) Site of the project

Therc is a new road connccling the end of the A-2 motorway and the E-30
nationat highway. The location of the projcct site is shown on the following
map. This land has been used for agricultural purposes, however, land
quality is Grade 4 and 5. One trader already decided to construct its
distribution center in this arca. The condition of physical distribution is
suitable for the project, which is empha'siscd in Table PDT-1-8.
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Table PDT-1-8 CONDITION OF THE SITE

Condition © Remark
Land size around 20'h'a_
Transport infrastructure | close to A-20, 130
Economic infrastructure water, cléclficily, cte.
Environiment grade 4, 5

(2) The layout of the project

Iixpéclb_d tenant '(':'ompa‘nics 'by l},pc ldgclhc“:r”w'vilh total areas at the final
stage are indicated in Table PDT-1-9.

Table PDT-1-6 EXPECTED TENANT COMPANIES

‘number m?/entcrprisc " total atca(hg)
Trading company 10 5,000~20,000 7.0
Producer o 10 1,000~2,000 1.5
Transport comp%my 3 5,000 40
Office building I.
Restraint -2 . 0.5

ConsteuctionCo. 10 1000 0
Others 35 2.5
20.0

PDT-1-10



PDT-1 Construciion of g Distribution Center for Consiruction Materials

The planncd laybul of the project sile is shown in Fig' ure PDT-1-1.

Figure PDT-1-1 LAYOUT OF THE PROJECT SITE

P P

Mode! Houscs

m—— =1~

4.4

o - 14 | Transport
1 Information Compamcs
! =i Centerand
: L i Offices
: S L

< 500 m

Project cost

g

S

sunred

Basically, this project investment will be mel by each investor who opens an
outlet on the site. After dividing the site up for each investor, they construct
their facility by themselves, A rough cstimate has been made which indicates
the total investment cost in the site by all tenant companies, but without
consideration of construction specification by each investor. This is shown in
Table PDT-1-10.

Table PDT-1-10 TOTAL COST OF THE PROJECT

unit Us$
1. Land acquisition cost :ZOha. 350,000
2. Road & infra cost {main road only) | 1,700,0@
3. Buildingcost 1Sha 64,500,000
_ Total_ 66,550,000

PDT-1-11



PDT-1 Construction of g Distribution Center for Construction Materials

4.5 Flow chart of Implementation

The 1mplcmentat10n procedure of the pm;cct is llluslratcd in the flow chait in
Figurc PDT-1-2,

Figure PDT-1-2 PROJECT IMPLEMENTATION PROCEDURE
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' isprovidedby | L uppert
gaveroment - . — _—
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i represcatative shops P R iModel hoases are beily
! i T B O byconsirection |
! P 1Inv:slws orgiaize lhc! : companies
; E { ' ! wministation b
§ | Whelesslrssetup : I cemmitlee i 1
-—w theis distibation o ________J R T
i- Moies i N ;  Comminceof | :
S | | H Tetribali v
Commie |+ S
investment ia model | i H ; H
i bouses ! tompanies i
i ; ey
— —— .___= —_— ]
[ 1 physical investment i !
- ,] S - — e —
r"_"_ ‘3 mevemeat rhh”f ""__]
- i Project of distiiburioa ! !
{ centeriscompleted ! |
i ]

e e —————

4.6 Schedule of implementation
The implementation schedule is shown in Figure PDT-I-'B_'.

Figure PDT-1-3 IMPLEMENTATION SCHEDULE

121374516171 8]9]w]mfiz

Detailed design

Land acquisition

Rezoning

Road construction

Civil engineering

Construction of the building

Installation of the equipment

Construction of model houses
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PDT-1 Construction of a Distribution Center for Construction Matcrials

5. Implementation Body and Financing Source

5.1

5.2

6.

Implementation body

f.and acquisition will be conducted by Konin Gmina.
Aflter land is sold to investors, they will become the implementation bodics of
their sites.
Financing source
~ In principle, participaling investors prepare financing source by themsclves.
Activities
-1 To acquire the tand of project site
1-2  To sel the land in lots to traders and producers of construction matctials
1-3  To build construction material stores and warehouses at each individual
lot
1-4  To construct model houses of parlicipating gencral contractors for
promotion of houses
2-1  To show the samples of construction materials
2-2  To improve the standardization of construction materials
2-3  To establish the relationship among the producers, traders and
_ construction companies
2-4  'To provide an information service to the customers
3-1  Toinvite freight companies o set up the stores at the site
3-2  To work together with participating companies for convenient physical
distribution
4-1  To attract the customers in Konin province
4-2  To improve the systemn of coping with ¢laims for damages

. PDT-1-13



PDT-1 Construction of a Distribution Center for Construction Materials

7. Expécted Benefit of the Project Q
7.1  Direct benefit

(1) Prospective sales volume

The average cost of detached houses is estimated at 3_00,0DOPLN (200m?2).
Cost of construction materials make up abo‘.ui 65 of this accofdizig to local
construction companies, Consequently, total construction materials cost for
200m2 detached houses totals 195,000PLN, and that means there is a
market need cquivalent to 234 million PLN (67million US$) per year for
the construction materials only for the construction of delachc‘d houses in
Konin Province, This am_oun't is almost equal to the estimated investment
cosl. Of éoursc, it is impossible to meel to all this demand by the
construction of just a material center, but the feasibility of the project
indicates that it will be a good prospect even though distribution margin is
rated around 15% to 20%.

It is also expected that potential customers in neighbering provinces will

utilize the construction material center as well. Furthermore, if the sales
volume of construction materials for garages, industrial facilities and
furniture is added to the estimates, sales valume could be further increased.

{2) Expected employment

Table PDT-1-11 shows expected employment Opborluniiies.

Table PDT-1-11 EXPECTED EMPLOYMENT

Number of Number of

enterprises cmployees Total
: pcE enterprise

Trading company 10 20 200
Producers 10 2 20
‘Transport company 3 10 ‘ 30
Oftices (Information, Aschitects, etc.) 10 s 50
Restraint 2 o 10 20
Others ' : 30
Grand tolal ' : 400

PDT-1-14



PDI-1 Construction of a Distribution Center for Coystruction Materials

8. Weakness of the Pro]éct

8.1

8.2

8.3

Difficulty of inviting participating companies

This project fulfills its function under the condition that many trading
companies do busincss at the same site. H the number of participating
companies are 'incomplcte, the variety of commodities will not be cnough. The
only way to atiract customers is to keep a rich assortment of goods in stock. In
order to fulfill customers’ expeciations, trading companies have to cooperate to
establish the center and then compete cach other.

In general, trading companics do not prefer to compete with cach other in ong
location. They try to open branches in arcas that are away from their
competitors. On the other hand, the customers wish to have a trading center
which sells a rich assortment of goods. It is very convenicnt for the customers
1o visit such center. The customers prefer to visit the center instead of visiting
individual and isolated shops because it saves them time.,

The traders are required to change their strategies and aim for a dynamic

distribution revolution. The project aims at the multiplicr effect of sales
promaotion.

Importance of participation

Individual enterprises will carry oult their business at the project sile. However,
at the site, business rules should be cstablished by the enterprises. It is very
imporlant lo organize a project execution commiitee composed of
representatives from participating enterprises.

Participating enterprises should recognisce and obey the fair trade rule.

Competition with forelgn capital traders

- As mentioned above, customers prefer to visit a center which has a rich

assortment of g'lo'odls. In order to compele successfully against traders with

. foreign capil.at,' the projc'cl has to have distinguishing and altractive

characteristics,

 PDT-1-15
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1.

1.1

P12 A Moterway Service Area Construction Profect

PDT-2 Construction of a Service Area for Long Distance Drivers

(DT-2)

Rationate of the Proposed Project
Construction of National Highway A-2

The task of physical integration with the European Union countrics as well as
maintaining dynamic cconomic growth of Poland should be carricd out
concurrently with the construction of motorways which will ensure an efficient
transport system both within Poland and along the main transport corridors of
Europe. For this dircction, the government decision was made for the
implementation of motorways as toll roads of 2,600 kin total length and the
Agency {or Motorway Construction and Opcration was cstablished under the Act
on Toll Motorways of 27 October 1994,

The toll motorway construction program in Poland has already commenced. The
process of issuing siting decisions and concession lender procedures for part of
the nelwork are in progress. The concession agreement for Swiccko - Strykow
section (362 km length) of A-2 Motorway was signed with Autosirada
Wiclkopolska S.A. on 12 September 1997.

For financing the Motorway program including the construction of service areas,
the government will prepare preparatory works and right-of-way purchase and
issue concessions (o an cconomic ¢ntity for the construction and operation of a
motorway for a specific. period of time (20 to 30 years). The concessionaire will
have to prepare a detailed design of the motorway, raise appropriate funds and
construct/operate/maintain the motorway segment for which the concession was
granted. During the operation period, the concessionaite covers [rom its annual
revenue for expenses of taxces, operating and maintenance costs, and repayment of
the concessionaire's liabilities.

Conccm'irig the focations of motorway service areas, the Agency for Motorway
Construction and Operation has designated 8 locations for the Poznan - Konin
seclion in addition to cxisting 1wo service areas in Osiecza of Rzgow Gmina and
12 locations for Konin - Lodz section. Among them, S locations including
existing service arca at Osiecza are specified for the location of 3rd type service

POT-2-1



1.2

1.3

1.4

0T-2 A Motorway Scivice Area Construction Project

arca, the alrucluro of Wthh shqll have full funchons to lulfll nccds of molorway
uscrs. ' ' '

Increase of Traffic Volume

The number of vchlclcs going lhrough Komn Province has rccordcd
approximately 11,300 vehicles per day in 1995, and forccasted to reach 37 700
vchicles in the year 2020.

Long Distance Driving

Total number of persons crossilng' the border has bécn increasing from 79 million
in 1900 to 215 mitlion in 1994. The number of forcign citizens crossing border
ar¢ more than double of its 'riumbcr of Polish citizens. Out of 1h¢ total border
traffic, 62% or 134 million is ucordcd at the Gcrman borderin 1994 The users of
hotel accommodation at existing service arca at Osnccza are mmtly foreign long
distance drivers, including 40% for East European drivers, 40% for West
Luropean and 20% for Polish. The relatively small number of P-qli'shbdr'i\'rcrs are,
understandable sinée cither their origins or dcslinalidns are located within Poland
and they do not requirc any accomodation along the motorway. The increase of
informational traffic will certainly raise the requirement of service arcas with
hotel accommodation for forcign long distance drivers. |

Serious Traffic Accidents

‘The rate of death accidents in Poland is three times higher than thosc in weslern
European countrics, The road section between Warsaw and Poznan is regarded as
the worst sectioning the major roads in Poland. The drivers require places to rest.
Once the traffic accident occur on the A-2 mofoxway or E-30 national road it is
rcquircd' 0 provide traffic information to drivers giving information for diversion
roules or on the condition of traffic fam. ‘

Project Purpose

To fully utilize poténliéls in teansport infrastructure in anin Province.

PYi-2-2



3.

4.1

PDI-2 A Motorway Service Arca Constriciion Project

Qutput of the Project

The ouipuf of the project arc cxpcclcd as follows;

)

A scrvice area is constructed
In order to provide the rcsting and cating place and other scrvices for long
d!stancc drivers, a service arca will be constructed along the A-2 molorway al

. onc of dcsngnatt,d locations by thc Agcncy for Molorway Construciion and

2)

Operation. The 3rd type service arca which is designed preliminarily by the
Agency has facilitics of rest rooms, restaurant{s), petrol station, car repair
facility, shopping center, and a sanitary facility. The provision of
mclebrological and traffic information services is also indispensable to the
service arca on the motorway

Tenanls of the service area are dclcrmmcd

Concessionaire will directly operate facilities at the service arca, but may
invite tenants to operate some facilities of the service area such as
rcslaurant(s), petrol station, car repair facility, and shopping center.
Services are provided at the service area

Since A-2 motorway is one of the trans-European trunk routes, services of
international standard ar¢ to be provided at the service arca.

Project Description

The Service Area Program in the Motorway Contract

The contract of A-2 conélruclion project was signed between the Agency for

Motorway Construction and Operation and the concessionaire Autostrada

chlkopolska S.A. in November 1997, The construction of service areas is also

stipulated in the contract. The basic conditions of service area construction are as
follows:

)

The service areas of 3rd type with full functions are to be constructed at
following locations:

“Ne. '~ Location - Position at Motorway Remarks
{km of Motorway) : e
1. 177km + 250 southern side (Kleszczewo)
2, 2k6km + 500 northern side (Wrzesnia)
3. 251km + 100 southern side (Rzgow) existing
287km + 400 northern side ' within Konin

e

33ikm + 300 southern side

PDT-2-3



PDT-2 A Motorway Service Area Consiruction Profect

Among them, the location a 287km +400 is sulualtd wﬂhm Konin Province
and the possible site for the current pro;ect

2) Thc cx1sl|ng ecwwn arca along the ‘Jau(mal lhghway A«2 ,
lhc c\uslmg scrwcc arca of ZSIkm + 100 at Oqlccm Rzgow Gmma will
continue (0 function as a service area after the comph,uon of the molorway
But the cmslmg acccss road to the service arca from local road network will
be used only for service vchlclca lo the service area since access 1o lhc servic.e
arca is only available from the molorway

4.2 Administrative Organization and Personnel

Proposed organizalion of the service arca will be consisted of three functional

divisions, namely Divisions of Hotel, Service arca, and Parkingo arca as is in the
Figure PDT-2-1.

Figure PDT-2-1 ORGANIZATION OF PROPOSED SERVICE AREA

Constreclion project of
Nutional thighway A2

Representative of
drive-in

1
I ]

Hatel Service atea ) Parking urca
G Parki
Restraing Rooms Sules Teaant . Informetion ‘f‘ arking
sEAtEon Yot
Groceey Souvunir Fost food
store shops franchisee

The composnlion of required persons for cach Division of ihc service area will
be as follows:

Hotel Dmsmn 40
Service. Area Division: 40
Parking Arca Division: 10

PDT-2-4



4.3

PDT-2 A Motorway Service Area Construction Project

Layout of the Service Area

The schematic layout of proposed service area will be as is in the Figure PDT-2-2,
which is included in the prclimi'nary survey document prepared by the Agency for
Motorway Construction and Operation. The concessionaire is required to prepare
a detailed dcsign of it and to get dpproval of the Agency, which is the basis for the
concessionaire to obtain a license for the construction works.

Figure PDT-2-2 CONCEPTUAL LAYOUT OF THE SERVICE AREA
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. Parkiag lot for trucks
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PHT-2_ A Motorway Service Area Construction Project

Project Cost

Since the righi of- ;way designated for the motofwéy construction i'nclu'ding the
. land rcquurcd for the service arca is purcha‘;cd by: the Agency for Motorwa)
Construction and Operanon for the State Treasury, which w;ll later handed over
to the concessionaire, the land acquisition cost is not included in the prolecl COost.
Olhcr cost components for the construction of the service area include as is in
Table PDT-2-1.

Table PDT-2-1 REQUIRED PROJECT COSTS

Item Unit Cost

1. L.and acquisition cost 5ha prepared
2, Hotel (50 rooms) 2,000 m2 2,400
3. Restaurant (50 tables) 300 m?2 310
4. Fuel station 200 m2 860
5. Car repair service statton 300 m2 210
6. Shopping center 600 m2 430
7. Sanitary facilitics 60 m2 50
8. Offices (inc. Information center) C100m2 60
9. Parking lot 5,000 m2 290
10. Gardens 3 ha 820

5,430

Flow Chart of Implementation

The procedure of implementation of the project is as illustrated in the Figure
POT-2-3. ' '

Figure PDT-2-3 FLOW CHART OF IMPLEMENTATION

Voivade oﬂ'lc.'c Dutailed design of] C«:;n;iﬁh“(ion of the Tnvite theretailers
purchaq:' l:ea!c&-!:erc the project i " cervice arca N and fast food
fo es!at:mh‘nw nt of exccuted ’ : franchaise store
rive in
o : Construction of the Starting
D physicalinvestment : pew bote] building rqu
services
[:] moyement
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PDT-2 A Motornway Service Arca Construction Projeci

4.6 Schedule of Implementation

5.1

Thc'rcquited projccl period will be four years from the commencement of a
detailed désign for the construction works as is in Figure PDT-2-4. The key for
the success of the project will be the invitation of reliable tenant shops, which will
start from second year of the project implementation as soon as the construction
works of the service area commence.

Figure PDT-2-4 SCHEDULE OF IMPLEMENTATION

.(Ycar)
Work ilcms 1 2 3 4
Detaited design
Consiruction of the service arca
Interior decoration/equipment installing —
Inviting the tenant shops

impleme.ntatio'n body and Financing Source
!mp'lementation Body

The construction works of the National Highway A-2 is alrcady commissioncd to
the concessionaiie, Autostrada Wieclkopolska S.A., which is responsible to
prepare tech'nical docurﬁcntaliorg necessary  to commence the motorway
construction inclu_ding that of the service area, to obtain the construction permits
and rcqui'red approy"als, to comply with the regulations on environmental and
cultural heritage protection, and implcthcnt the project according to the schedule.
Therefore, the implementation body of the project including the construction of
the service area is the concessionaire. The operation of each shops could be
further sub-concessioned to private tenants.

‘The preparation of infrastructures including connecting road to the service area,

sewage system, solid waste disposal system will be implemented by the Gmina
where the service area exists.

PDT-2-7
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PDT-2 A Motorway Service Area Construction Project

Financing Source

The c_oricessionaifc is oblized to raise financial means for the construction and
commencement of mbtonvay ope'ralion. The concessionaire is also stipulated as
an investor who prepares and carries out entire cdnSlfuclio_h and op'crali'on process.
‘The concessionaire can use the following sources of financing:

1) the 'conccssionairc‘s.own funds,

2) loans provided by commercial banks,

3) loans from international financial institutions obtained dircclly by the
concessionaire. : ‘

4) the State treasury which covers the costs of right-of-way purchase for the
construction of the. motorway and service arcas, and '

S) the infrastrqclurcslof conpnecting Gmina roads, sewage system, solid
waslédis;aosal system, cte. are provided by the Gmina.

The financing of the construction of the service arca is tentatively planned as
follawing: o ) : S |

The concessionaire’s own fund 30%

Loauns from banks, ctc. 70%

Activities

l.1 The Agency for Motorway Construction and Operation purchase land for the
State Treasury ' ‘

1.2 Contact with a general contractor

1.3 The constructs infrastructures of connecting roads, seWagc, elc.

2.1 Invite polcn'lial fenants to the service area
2.2 Contacls tenants

W
-

{ Prepare equipment Tor the scrvice area

Hire and train staf{ for the. operation of the service area

FDT-2-8



PT-2 A Motorway Service Area Construction Project

7. Expected Beneflt of the Project

7.1 Direct Benefit

1)

2)

Creallon of cmploymcnt :
The service arca wilt absorb labour force of Konin Province who want to
work in the scrvice sector. Thc number of persons to be employed is 90 for all

Divisions Qf the service arca (c.f.4.3)‘

Sales for the service arca
The possible sales of services at the service area in a year is calculated as
follows:

Hotel (PLN 175 perroom) = US$ 1,530,000
Restaurant {PLN 25 per person) = US$ 2,610,000
Fucl station (PLN 50 per vehicle) = US$ 2,090,000
Shopping ceater  (PLN 20 per user) = US$ 1,670,000
Car repair service (PLN100 per user) = US$ 200,000

Total US$ 8,100,000

7.2 lndirectﬂ Benefit

1)

Development of the service sector

The services pm'vided_in the service arca are the typical and growing ones in
the service scctor, which is developed in the countries of market economy but
not yet fu'lly developed in Poland. Since National Highway A-2 connects
Poland with western European countrics, services provided by Polish scrvice
arcas along the Highway arc always compared with standards of those
countries and face with a hard competition. This situation will stimulate, the

service sector of Konin Province and promote the sector in international

. standards‘

2)

Publicizing new image of Konin Province

One of problems prevcntmg the cconomic development of Konin Province is
the Polish peOplc s fixed i image of il as a polluted industrial arca. Through the
pubhcmes of Konin and Komns producls presented at the service area, Konin
is able to advertisc new image of the Province.

PRT-2-9



POT-2 A Motorway Service Area Construction Profect

8. Weak Points of the Project

1) Potentials of cconomic transformation in eastern European countrics

This is one of the few projects which docs not have an evident weak point for
the implemcntation of the project. However, its profiiabi!ily depends 1o 2
cerlain extent on the pace of cconomic transformation in castetn European
countries, i.c. il the lransformation of cconomy of those countrics into market-
oriented one proceeds smoothly, the traffic demand of those countries with
western European countries will grow rapidly. This will ccrlainljr secure the
financial viability of the project. While the transformation will not proceed
smoothly, it will influence the financial viability of the project.

FOT-2-10
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PDT-3 Construction of a Distribution center for Fruits and Vegetables

PDT-3 Construction of a Distribution Center for Fruit and Vegetables

1.1

1.2

(DT-7)

Rationale of the Proposed Project
Marketing channels of agricultural products

As mentioned iﬁ_ Sector ‘Re'porl (vol. 3) 1. Agriculture, the agricultural scctor in
Konin province has been fécing difficully in marketing its products. According to
the results of the queslionnaite survey for the agricultural sector in Konin,
producers are depressed by low scling-prices and lack of markets. The reasons
for these difficultics, mentioned by producers, are as follows;

® Since producers in Konin province are involved in small-scale farming, trading
on a large scale is not pbssible.

® Since proaucérs have no means of transporl, they do not have access to
consumer markets by themselves.

® Since the quality is not consistent, they can not develop and build a regular

markel.

Producers’ difficulties are caused not only by external market conditions but also
by their own responsibilitics .

Demand for agricuitural products

During the survejr of demand for agricullﬁral products, it was identified that the
demand does not always match the volume available. Retailers are looking for
domestic agricultural products which are appropriate for them to sell. They are
dissatisfied wi__lH the current distribution system of agricultural products,
cspccially' in frujt and vegelables. Atlhough they constantly purchase foreign fruit

- and 'vcgelablc's from wholesalers, it is difficult to find regular suppliers of

domeslic produce. -

Fiom the farming vicwpdim, prices of fruit and vegetables are low because of

* over-supply. However, from the relailing point of view, the major causes of tow

prices arc poor qualily and an underdeveloped and over-complicated distribution
system. A proper handling system of domestic fruit and vegetables has not yet

PDT-3-1
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been developed. Since quality control of domestic products dur'ing dislribixiibn is

madequalu, the demands in both the domcsnc and international markets are met
by forcign products

Current wholesale markets for fruit and Veg'etabl'e's' |

Since the outlinc of the (hslnbuuon ‘;ystem of cach cconomic sector is menllom,d
in the Sector Report (vol. 3) 4. Phys;ca! Dlslnbu!mn and Transportauon 4.4
'Characlcnsuce of Each Economic Sector, we focus on the markets of fruit and
.vcgctables.

After 1990, in order to promotc agricullural trading and stabilize prices,
construction projects for wholesale markets were set up in Poland. According to
the farming surveys conducted by the JICA siudy _leath, farmers who p'rbdﬁcc fruit
and vegelables sell 58.4% of their producﬁs dircctly {.0_ buycrs of various
calégories, and more than 6.3% of products are sold lhrough-tﬁc markets. The
prodﬁclé sold directly to retailers amount (0 4.2%.

Producers and retailers in Konin ﬁrovincc utilize the wholesale markets in Kalisz
and Poznan, However, neither fulfils the function of a wholesale market

effectively. The opinions of farmers and relailers on current wholesale markets
are as follows:

Erom the farmers’ point of view:

® In order to carry lhc;r products o the markets thcy nced thc means of 10ng
distance transpﬂrlalion '

®

© Carrying the products to the markets is time-consuming
While sclling at the markets, they have to look after the store

® They are uncertain whether customers purchasc lhclr commodmes on the same
" day '

® The farmers can not af ford to rent stalls at the wholesale markcls permancntly

®  Prices are influenced by market conditions day by day -

® Prices can vary between mommg and afternoon

From lhc rctallers pomt of view;

® Thereis no guarantce that they can purchasc the rcqumd volume of producc at
the markets '

PDT-3-2
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. ‘Kincc"thc'quality is not consistent, ihcf have to check the produce at the
markets :
* lhcy have to negotiate wnh unknown farmcrs whenever produce is purchased
¢ Since the farmer‘; do not rent stalls at (he market permanently, it is hard to
" makea complaint about commoditics
® Itis césic_f to purcha"s_c forcign fruit and vegetables as the wholesalers open
their stalls at the markets and guarantee the quality and the quantity of their
produce,

1.4 Competitiveness of fruit and vegetables

Poland is preparing to participétc in the EU, so the agricultural market is much
influenced by that of nclghbormg countries. People would prefer to accept the
EU slandard, sich as in distribution systcms and in the technology of handlmg
agricultural products, even if lhay circulate their products mainly to the domestic
market. Observation of the current situation in intcrnational markets is very

important for the Polish pcople dealing wilh agricuitural produc[s.

Accdrding to the sbﬁey of Po‘l'ish international trade, the balance of exports and
impdrlé dropped to a deficit in 1996 w'ifh_cxporls of US$288 million and impdrls
of US$310 millibn.. The main reason for this was the decreasing value and
quanti(y of exports of soft fruit and apples. The sales of soft fruit abroad were
less profitable and,' in the case of apples, Poland has lost considerable share of her
main export market in East Evrope.

bodking at the domcslic markét, 26,400 tons of apples were imported to Poland.
But volume of irﬁpcrled épplcs is decreasing from the peak of 45,300 tons in
1993. However, the volumes of imported citrus fruit and bananas increascd to
267,8{)0 tons and 255,600 tons, .rcspe‘ctive'ly. The main conlpclitiOn in domeslic
fruits is not necéssarily in impdrled apples but in citrus fruit and bananas.

The detait of Polish international trade in agricultural prod'ucis is presented in the
Seclor Report 4.4 Charactensncs of Each Economic Sector. The following data

in tablcs PDT-3-1 and 2 is taken from the table in the Sector Report.

PDT-3-3
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Table PDT-3-1 EXPORT OF HORTICULTURE PRODUCTS FROM POLAND

. (‘.0‘[}0' ‘tolns) o

Product | 1002 | 1993 | 1994 | 1995 | 1996
Fresh and chilled fruit . ‘ N o
-apples - 1126 1761 1351 I3 959
-strawberries 236 17.3| 13.9 21.7 21.7
-raspberries - 94 17.0 143 162 19.5
-Back currants 10,7 7 8 6.8 10.4 14,6
Yresh vegetable S
-onions 106.3 152 2 1463 865 1009
-cabbages 44 371 302 - 321 21.3

Source: Polish international trade in agricullural and food products

in 1996 , FAPA

Table PDT-3-2 IMPORT OF HORTICULTURE PRODUCTS FROM POLAND

(000 ton

: L : s)
Product 1992 1993 1994 1995 1996
Fresh and chilled fruit o T o _
-oranges 133.1] - 10564 91.2] = 1079 95.8
-mandarins - 3178 81.9 76.9 96.6 94.1
-lemons 74.4 72.5 66.4 74.1 78
-bananas 199.5 144.7 177.8 245.3 255.6
-grapes 26.2 32.6 38.3 39.8 67.4
-apples 16.2 45.3 29.5 28.6 2G.4
-peaches 22.2 13.3 23.6 17.2 - 28.7
Fresh vegetable :
-tomatoes 37.3 49.1 47.4 55.1 52.9
-onions 4.7 18.3 24.7 35.1 9.6
-cabbages i1.9 22.3 4.8 7.1 1.3

Source: Polish 1ntcrnati0nal trade in agricultural and food products in 1996 , FAPA

1.5 Trading seasons of fruit and vége_tables |

Trading seasons of domestic fruit and vcgetable’s' arc restricted according to their
harvest period. Since some farmers introduced warehouses with air condmonmg,
the {luctwation in apple prices has been stabihzed for a tonger period than in

previous years.
PDT-3-1)

However, the price is slill high from May o Augus;. (Figurc

The price fluctuation of 1mporlcd bananas and oranges is dlffcrenl from thal of
apples. AIthough bananas had been rcgardcd as a subsututc for applcs in 1995
imporlers started ad;usltng the market. Imported orangcs are no longcr mﬂuenccd .

PIXI-3-4
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by the season.
The adjuslmcnl of pmduclﬂ shnpmcm became common knowledge in Poland.

Figure PDT-3-1 MARKET PRICE FLUCTUATION

ti--Banana

05 Orenge

95/ 3 5 7 9 11 86/ 3 5 1 9 1181/ 3 5 1

1.6

Backgrouhd of the proposed project

.Follolwing the above comlprchcnsivc analysis of 1)market channcls of agricultural

products, 2)demand for agricultural products, 3)current wholesale markets for
fruit and vegetabtes, d)competitiveness of fruit and vegetables and S)trading
seasons of fruil and vegetables, the proposcd project is based on the following

. rcasons:-

Farmers face difficulties m finding sales channels

_Wholcs’alc markets are inefficient for both producers and retailers
-Dlslnbutlon system and tcchnology for handling domestic horticultural producis
are more pnmltwc than for forelgn products

Post- harvest (echnology, quahty control and standardization are necessary for

) modermzahon of distribution system

Domestic preducts tend to be mﬂucnccd by international market Londauons

- Warchouses with air condlllomng for market adjustmcnt become mdlspenﬂblc

PDT-3-5
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Project Purpose

To promote agriculturat trade and transactions in Konin Province

Outpﬁt of the Project

These are ckpcclcd 1o be és follows;

)

)

(3)

(4)

ic diqlnbuhon center is construclcd

' Thc project starts from the formation of an association cons:snng of lradcrs

and farmers, (0 eslablish a company 10 run lhe distribution ccntcr The
company conslructs facilities at the distribution center and installs
cqmpmcnt. Infrastruclures, such as connccling roads, sewage and solid
waste disposal systems, are to be prepared by the Gmina.

The dlsmbuuon center sorls produce accordmg 10 qualliy

In order 0 sell the agricultural commodmes advanlageously, it is lmporlanl
to sort fruit and vegetables according to their quality. . When
standardization of agricultural products is improved, pmplé will be able to
order by phone or through the internel, Wi_lh"a modern Soriing system,
customers will trust the produce sold at the center. Due to contracts formed
with réguiar customérs, the markel conditions will bc i_m:pm'vrc.d. |

Quality is main'taincd during thc proccs's of dislribuﬁon

Although the forc:gn fruit and vegelablcs arc packed in corrugaled cartons,
the domestic ones circulated in Poland are distributed loose by rclurnablc
wooden containers. Since people do not handle the products carcfully, the
fruit and vegetables are casily damaged during lhc process of physnca!
distribution. It is necessary to handle lhe sensnlwe fruit and vegetables
carefully in order to maintain lhc quality and price. lmroducmg a packaging
system using corrugated cartons will improve handlmg and be easier and
long distance lradmg wnll become possﬂ)lc |

Collecuon/dlspalch schcdule 13 managcd by lhe center accordmg lo the
market condilion

Since the collection penod converges on an cntlrc harvcst scdson the .
schedule must be comrolied by lhe d!sinbullon center. When lhey manage

PDT-3-6



PDT-3 Construction of a Distribution center for Fruits and Vegetables

the collection schedule, the movement of gdods between centes and farms
will become more cfficicnt.

After sorting and pac.k.in'g,‘ the fruit and vegctablé: should be stored in the
warehouses which can control temperalure and humidity. By introducing
l'modcfn‘warchou'se‘s, the distribution center will be able 1o manage the
dispatch period. |

‘4. Project Description

4.1 The products handied by the distribution center

The distribution center under consideration deals in fruit and vegetables.

The concept of the distribution system is illustrated in the figure below.

i c
| VRN REUDIPIY DUV TR W
Distribution Certes Oroupiog
J— Soiking
o Storing
=3 Processing
[ T . Packing

AR
. Super mackels no
Wholesale meriels ————————— > A
Processing Compinies %
Foreign irading companics A
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4.3

PDT-3 Construction of a Distribution center for Fruits and Vegetables

Administrative orgahlzation' and personriel

The project will be lmplemenlcd by a pnvatc company organwed by the
assocmuon of traders and produccrs with nccessary support and assistance from

lthe pubhc sector Shareholders will be orgamzecl by lradcrs and produccrs Such

- a partnersh:p bclween traders and producers will realize an innovative of

agrlcultural markel. Development of a dlstnbunon system can not be successful
without the cooperation of both producers and l:a&oré. Producers and traders
ought to provide skills and knowledgo based on_ their béckground and
experiences. '

The foltowmg organization charl is an idca for rcahzmg the consimclzon of the
dl.slnbuhon center for fruit and vegc!ablcs '

Figure PDT-3-2 PROPOSED ORGANiZATION CHART

o —————— N —

: ' f - i i
Cemmilee of e _tRepresentative oEthe i . : ]
Sbareholders 1 rojecs ’ : : :
L O oo i
[ o laplay forlhclcchxcall 1
r assistance j i
F S b
l |
[‘_- _"‘__J __'_"“"‘1 £__' T T ot — ""7”7§ !
T ] .'—'—T"- ‘.‘“} mmemm s — “‘—j - s
! Produce 1 \hllc:ng #ud | 5 : Dm;”b“m' : . Censtruciion : r Fizancing
i deperimeat rading - lechuology deperiment !  deptitment
A _depanmens L depanmens AR e
“Prometion of , . Tnireduction of T G T
farmers ! Advertisem e | i postharvest Buildiag desiga - ¢ Budgeting
! e ) ofthe cealer 3 : Ecesiy .
_paticipatien B © . derdsolegy

i
1
3

" Oifesien of

S aghiegtore !

Eqmpmen! & N:gusn.m.n o . ) :
ceasiruction i Accounting

Tacitity | | . :

. EOII)?}_E, .

Auengmnlphn
) for
| uassporiation

Parchaxing of
pradects |

medern Sales prometion | !
' ! Depanimeny

. Acciivity
+

Site of t:ho fruit and vegetables distribuiion center

T he candidate site is lo be choscn by the company formed by mdw:dual members '
of farmers and traders. Since tht,rc are wholesale markels in Kahsz and Poznan
Konin would have a dlstnbuhon cemer ralhcr than anolhor wholesalc markel The )
site for the distribution center for fruit and vcgetablcs would nccd o sal:sfy the
followmg conditions:

. PDT-3-8
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Condition

Remark

Léuid sizc

lG ﬁa

Transporl infrastructure

clos¢ to A-2, E-30
Gmina’s connecting roads are to be constructed fo
the site

Economic infrastructure

sewage, solid waste disposal system, water

Environment

supply, cleclriciiy, ‘healing s'ystcm arc completed
farmland of low quality soils

Other

use of land restricted to agricultural purpose

Pro]éct cost

Basically, this project’s investment should be implemented by new created

company. The municipal office will provide some incentive for new investors

such as tax incentives and preferential credits. Tolal cost of the projects is

estimated as follows;

unil US$
i. Land acquisition cost 10ha 140,000
2. Road pavement cost Expected to be
prepared by Gmina
3. _ Building cost 5,000m2 2,200,000
~Facility for collecting
-Facility for sorfing
-Facility for pre—cobling
-Facility for packing
-Facility for warchouse
-Office -
4, Equipment cosl
-Sdrting machine 200,000
-Péc_king machine 200,000
-Air condilion for warchouse 50,000
-Computer B 10,000
Total 2,800,000

PDT-3-9
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4.5 Flow chart of Implementation | | | &
The procedure for implcméniing of the project is‘illust‘ratcc.l in the 'foilowing flow
chart. ' '

 Figure PDT-3-3 FLOW CHART OF IMPLEMENTATION

e _— _—e—— I — - e ST
R N e T S
The shxck company , The centeq apply )
agrees toinvestlor [ IDetaifed destenofthe | R pechnical assistance o |
destribution cenker for proiect is executed . international - ' |
fruits and vegetables | g oreanizations {
| Cecdit for 0% of L : l ‘
initial cost of praducts — - Tt IRV SN
- — .
¥ are accepled by ] 1
peivate ba‘r;c and B —— __. | The distribytion center
———FAPA start ope ralion
e —— ——— Construction of the {
Shareholdess of the center s execuled T e
. L__,d disidbution center [ .
i N o
: invesito the
: i comstruction . *‘*"“‘_J—"'f'_'-"'
! e Tt . Facilities and
i ' i . tquipment are
: i, ohysical invesiment instatled '
T Bt e :
H . movement | O
| [ A —— 1
U - S S |
4.6 Schedule of implementation

Detailed design

Construction of the building

Installation of the equipment

5. lmplementation Body and Financing Source
5.1 Implementation body

A priva!c company established by the association of bﬁyers aﬁ& pfoduccrs

PDT-3-10
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5.2 Fihancing source

The sharcholders of the company 30%
Credit of Bank 10%

6. Activities

I-1
1-2
1-3

Organizc an association of traders and producers
Establish a company from this association to run the distribution center
Construct the distribution center with a cold warchouse located necar to

National Highway

1-4 Construct necessary infrastructure of access roads, sewage and solid waste

2-1
3-1
3-2

disposal system _

Introduce equipmcnt for sorting produce in the distribution center.

Introduce a new packing sysicm

Guarantee the qualily standards of produce handled in the center lo
customers

4-1 Prepare the collection/dispatch schedules according to orders from customers

4-2 Reatize the cooperation between traders and local farmers through utilization

of modern distribution facilities.

7. Expecfed Benefit of the Project

7.1 Direct benefit

4y

@

3)

Reduction of distribution cost

By mieans of a rational distribution network system, the cost of distribution
is reduced.

Moder'nizin.gl:hc distribution technology

Iatroduction of modern sc'm'ing cquipment and warchouses improves the
quality of producers’ agricultural produce.

Creating cmplolyi'neﬂnl obporlltinily

'Thc'cxpéclted_ employees for the distribution center will be created as
follows; ' ' ' '

- PDT-3-11



PDT-3 Coustruction of a Distribution center for Fruits and Vegetables.

Number of c.nlcr]')riscs.
Produce department 5 : - | 20
Marketing and trading dcparlmuﬂ ' | | : 10
Distribution tcchnology dcparlmcnt 10
Financing depariment 3
Total 43

(4) Benefit of the dlslrlbuuon center

Wc have assumed the volume of fruit traded at lhc ccnlcr as 1000
tons/year, wnth the average sales pncc of frmt (applcs) al't’s PLN/kg The
other commedilies to be handled at the center arc 4,000 tons/ycar of
vegetables, the weighted average sales price of them being 1 OOPLkag
The purchasing prices of them are assumed at 0 BPLNIkg and 0.5PLN/kg,
rcspcclwcly

The expected benefit is as follows;

Cdem L PLNC
Sales of fruit and vegetables 8,500,000
Expenditurc for purchasing _ _ 4,400,000
Operation cxpenses - 20{]{),0(}0 ]
Total 2,100,000

7.2  Indirect benefit

‘(l) Creating sales channels for producers

The distribution center is one of the sales channels for producers.
Producers who arc looking for sales channels will sell their products (o the
distribution center. The distribution center will suoporl the farmers® sales
promotions. | -

(2) Dcvelopment of agncultural technology

The rational sorting system makes producers realue ihc lmporlance of

quality. The modern posl- -harvest lcchnology stimulates  producers’
AWareness. ' -

. PDT-3-12



8.1

8.2

8.3

PRT-3 Construction of a Distribution center for Fruits and Vegetables

Weakness of the Proléct
The price of agriculture Influenced by the market condition

The price of agriculture is decided by the market condition. If the distribution
center docs not collect information aboul the market carefully, the business will
not succeed.

importance of cooperation between traders and producers

Producers often consider they are exploited by traders. If each of them docs not
recognize its role in the community, the project does not work.

Long term policy

In order to contract regular customers, a long term business policy is imporiant
for the administration. If the manager is in a hurry for success, it is difficult to
establish a relationship of mutual trust.

PDT-3-13
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1.1

PIR-1 Hot Spring Resort Development Project

PTR-1 Development of Hot Spring Resources (TR 4)

Rationale of the Proposed Project
Backgrbund

There are now forty spas in Poland which are located mostly in southern Talra
mountain region such as Duszniki-Zdroj (Walbrzych Province.). Krynica (Nowy
Sacz). Kudowa-Zdroj (Walbrzych), Rabka-Zdroj (Nowy Sacz), ctc. In central
lowland of Poland, that in Cicchocinek of Wloclawek Province is most important
and developed as a health resort since 1840s, about 160 years ago. These spas
offer medical treatment and rest to those who seck them. Treatment in a spa
generally includes mineral water baths, therapeutic mud baths, drinking mincral
watcrs, therapeutic exccises, etc.

Geothermal resources in Poland are accumulated in underground waters
reservoired at various depths in the Polish lowlands, in the Tatra mountains and in
the Carpathians. Studies conducted by the specialists of the Fossil Fuels
Department of the University of Mining and Metallurgy, Krakow , indicatc that
underground geothermal waters show temperatures between 80 - 1000C at
wellheads and can be utilized as heating medium, heated water for domestic usage,
for balncological and recreational purposes, for the heating of greenhouses and
fish farms. Most promising underground waters are water levels found in both
Lower Jurassic and Lower Cretaccous sandstoncs in Szczecin - Lodz Mesozoic
sub-basin.

Konin Province is located just on this Szczecin - Lodz Mesozoic sub-basin. The
existence of geothermal water is already confirmed since 1970s at several
locations in the Konin Province including Unicjow, Dabie, Kolo, Slesin and
Wilczyn. However, the use of geothermal water in the Province has not made any
progress since the discovery of resources owing mainly to following factors:

(1) Konin Province has developed as mining and industrial center of brown coal

exploitation, power generation and aluminum production and the development
of geothermal water resource is not considered as an urgent issue; and

PTR-1-1



1.2

PIR-1 Hot Spring Resort berdogzme.-u Project

(2) The d_c.velopmc‘nt of :gcothcrmal water involves huge inilial iqustmént cost
for drilting and taking it from 2,500 - 3.000 meters depth, while there is a less
cxpensive method of heating by using hard and brown coals.

Although the initial investment cost is still huge for the dcvc_lopmcnl‘of
geothermal water, other conditions have considerably changed recently,
including: ' ' '

(1) The future prospeet for the brown coal productlon in Komn Province is in
downward trend, and it is required 1o scarch for alternative sources of
cmptoymcm and income for the future economy of the Province. The use of
geothermal water resources including touristic purpose is considered as one of
promising sourcc of cmployment and income in the Province;

(2) The consideration on enwronmcnlal impact has become an mportant and
urgent issue and the use of pollution-free geothermal water resource for
heating purpose is considered as a promising alternative to the usc of polluling
coals; and ‘ S e R ,

(3) The subsidies from the National and Provincial Fund for Environmental
Protection are expected to be available since the development of gcothermal
water resource is that of pollution-free source of cncrgy and therefore, the
initial investment cost is not necessarily intact.

Based on the above-mentioncd consideration, the development of hot spring
resort is designed. '

Nu mber of Visitors to Hot Spring 'Flésort

ll will be appropnalc to comparc the posmblc numbcr of wsnors w:th lhe cxnstmg:
demand in (‘wchocmek which is the nearest hot sprmg rcsorl in central lowland in
Poland. How ever, the detallcd demand mformallon or slatlsucs of visitors in
Cicchocinek is not available but can be roughl) estimated as followmg

Nomlg)c'ro'fVisitors gCiccthinck G
(D Number ofbeds o R 4, 000 beds

(2) Average days for 1 cyclc of traalmenl:‘ 20 days .
(3) Total number of visitors; . '?O 000 visitors (= (l) X 365!(2))

(4) Total number of visitor-nights 1,400,000 visitor-ni ights

PTR-1-2
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Most of visitors to Cicchocinek have more or tess health problems and come (o
Ciechocinek for curing. They are sent by Provincial Commission of Health and
slay the assigned sanatorium for about three weeks,

Konin's advantage is its casy access from major citics such as Warsaw. Lodz and
Poznan by A-2 motorway which is fully available in five years time and by
Warsaw-Poznan-Berlin trunk line of Polish Railway. Konin may rcasonably be
able to expect certain number of weekend and day-trip visilors who enjoy sporls
and recreational activities andfor onc-day cycle of trcatment. The development
concept of Konin's hot spring rcsoﬂ shoul'd, therefore, target different strata of
visitors compared with those to Ciechocinek. Konin's resort should target the
more recreation oriented and high income strata. Even in the strata of traditional
treatment oricated visitors its target would be those with lighter health problems
and of rest pnrposc and not those required to have intensive health care.

The target number of visitors to major facilitics of Konin's hot spring resort at the
beginning of its operation is conservatively counted as following:

(1) Hotels (100 rooms and 200 beds)
200 persons x 50 % x 365 days = 36,500 visitor-nights/year

(2) Restaurants (50 tables and 200 seats)
200 seats x 4 rotations (weekend) = 800 visitors for ecach weekend
200 scats x 2 rotations (weekday) = 400 visilors for cach weckday
(800 x 100 days + 400 x 260 days) = 184,000 visitors/year

(3) Golf course _
4 visitors x 10 times (\;veekend) = 40 visitors for each weckend
4 visitors X 6 times (weekday) = 24 visitors for each weckday
(40 x 90 days + 24 x 180 days + 0 x 90 days*) = 7,920 visitors/year
(*indicates unplayable period by the cold Weather)

Project Purpose

| The projéét p‘urpo'se will be described as "local hot spring resources are utilized
for expanding tourism".

PIR-1-3
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Output of ihe Project

The project covers the whole process of hot spring resource development from the
initial formulation of gcoihérmal waler chcloﬁrﬁcht pdlicy' ‘by the Gmina to the
cstabhshmcnl of hot spring resort by the private investor. Oulputs of the project
can bc c0n31dcrcd as followmg

31 A policy (or the dcve]opmcnl of geolhcnnal watcr resource for touristic
pUIpose is cs!abhshcd

42
r

Promouon measun,s to atlract mvcslors are lmplcmcnicd
33 Pre- investment study is conducled
34 Privatc investment to establish a hot sprmg cesort is made.
3-5

The hot spring resort is conslructcd_ and operated.

4 Project Description

4.1 Possible Locations for Hof‘Spr!ng Resort

4.2

The geothermal water resovrces development ‘will be implemented at five
possible locations in Kenin Province, namely Unicjow. Dabie,t_l(oio. Slesin and
Wilczyn, all of which have alrcady been confirmed the existence of "gc'ozhcrmal
water resources. Out of them Koto is currently considering exclusively for the use
of heating purpose and, therefore, will be appropriate to exclude from the scope of
current analysis since our focus is on the touristic use.

The natural condmon and slage of devclopmem of four possible sites for
geothermal water resources development are different each other. Major
characlteristics of those four sites are as shown in Table PTR-1-1.

Services Provided by the Hot Spring Resort

The proposcd hol spnng resort is baslcally a lounsttc resorl rather lhan traditional
trcalmcnt facilitics and provxdcs various SpOIlS and recreallonal scrwccs as is
shown in a schemalic layout plan of Flgure PTR-1-1. The plan is shown to be

situated along the lake but it is not a ncccssary or sufﬂc:ent condition for such
resort,

PTR-1-4 -
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4.3

4.4

LIR-1 Hol Spring Resort Development Project

Major facilities rcquircd for the resort includes:

(1) Hotel (100 rooms, 200 beds) |

(2) Medical trcatmenl center (for mainly a Iight treatiment)

(3) Swimming poo! (used for recreational and curing purposes)

(4) Restaurant (a high standard one with 50 tables, 200 seals)

3) 2 Rcéi_hquscs (for cold and hot drinks and light meals are served)

(6) 9 holes mini-golf course with a club house {fater expanded to a full {8 holes
COUIse)

(7) 8tennis courl with a club housc

(8) Flower garden

(%) Greenhouse (to utilize hot waler resource)

{10) Children’s playground

(1) Pier and boals

{12) Parking lot

(13) Parks and forest for waltking exercise

Flow of Project Implementation

The project will be implemented acobrcling to Figure PTR-1-2. Activitics in the
top three boxes are conducted by Gmina, while activities in the box of
"Formulation of a Feasibility Studics” and thosc of lower than that arc
implemented by the investos.

Organization and Employment

The hot spring resort is to be planned, invested and implemeinted by the private
investor. The organizafion of the tesort depends on the concept of development by
the investor. The resort is consisted of three units, namely Hotel Unit which
include Medical Care Sub-Unit, Catering Unit and Recreation Unit, and the

" number of staff in cach unit is as following;

(1) Hote! Unit Hotel - 50
Medicat treatment ceater 10

Swimming pool 8

: Parking lot and gates 12
(2) Catering Unil  Restaurant 30

Resl Houses 20

- FIR-1-7
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Figure PTR-1-2 FLOW OF HOT SPRING RESORT PROJECT

Determination of Geothermal

Energy Use Policy

Formulation of a Master Plan

Invitation of Investors

Formulation of
a Feasibitity Study

Purchase of Land
for Dévetopment

Formulation of
a Detailed Design

Clearance and Preparation
of Land

Construction of Hotels
and Curing Facilities

j Constructio_n of Gardens

and Reéreationél Facilities

Opening of

' Hot Spring Resort
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£IR-1 ot Spring Resort Development Project

(3) Recreation Unit  Golf course 10

Tennis court )
Picr a‘nd_ boat 4
Playgrounds 2
Flower garden/greenhouse 2
Forest and other sites 6
Total 160

4.5 Development Cost for the Project

The most expensive part of the development will be the digging of wells to reach
to the usable geothermat hot water horizon which is around 2 ,500-3,000 meters
depth and cost about 3.0 - 4. 5 million USD for two wells, onc for taking hot water
from the uaderground, the other for returning the used water of high mingcral
contents to the underground which cannot legally be allowed to discharge them to
rivers or lakes. To meet the hiﬁh invesiment cost “f'or Itaking the geothermal water
IESOUICES, the use of the water would be coordinated with the heating of
residential area, Which is considered as environment-friendly methed of heating
compared with the ordinary coal-based heating mcthod and is expecled to be
available subsidies from National and Provincial Funds for Environmental
Protection for such development project. The usc of geothermal water resources
for heating purpose would, therefore, be financed not only through Gmina budget
but also by subsidics from those funds for environmenlal protection as well as
other environment-oriented funds such as Ecofund.

Thc“use of geothcrmal hot water for recreational purpose is to utilize the down-
: s{rt;am Waté;s which are ‘primalrily uscd for heating of residential area and the
dcvcioph‘lem' cost of taking hot water for recreational use can be considered
additional, The dcvelopment cost for dlggmg wells for taking geothermal hot
water is, therefore, excluded from the cost items of the hot spring resort
development project although it depends on the pricing policy of cach Gmina.

Reqﬁired_cc:)slt,_for the hot spfing resort development project is exhibited in the
Table PTR-1-2.
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Table PTR-1-2 DEVELOPMENT COST OF HOT SPRING RESORT

Cosl ltems ' . Gmina Investor Total

T Decision for the use of Geothermal hot water 0.00 0.00 0.00
2, Formulation of a Dcvclépm;nﬁ Master Plan ' 15.00 G.00 15.00
3 Pn.pala!mn of pamphlcis for mv:tmg investors 3.00 0.00 3.00
4. Formulation of 2 l*cambnhly Siudy 5.00 25.00 30.00
5. Purchase of land for development 0.00 150.00 150.00
6. Formulation of a Detailed Design 0.00 | 50.00 50.00
1. Clearance and prcparélifm of fand 0.00 200.00 200.00
8. Constuction of hotel and curing facifities - 000 S,00000 ¢ 500000
9. Consteuction of gardens and recreational facitities 000 300000 300000
10.  Opening of the hot sﬁriné resort . 2.00 30000 302.00
11.  Pre-Operation Expenses {(4~10) x 5%'} 000 - - 436.00 436.00
12.  Initial Working Capital {{4-11) x 5%} 0.00 - 458.00 458.00
Fotal Capital Requircment : 2500  9,619.00 ' 9,644.00
The above cost is calculated based on the assumption that the new hotel is to be
construcled at the resorl, some gminas can utilize the existing accommodation and
reduce the total invesiment cost: e.g. Unicjow can utilize the existing castlc as a
hote! and restaurant by additional renovations; Slesin also has several
accommodations, but requires substantial investment for altracling international
tourists.
4. 6 itmplementation Schedule
The schedule of the dovelopment of hot spring resort is as cx_hibited in Figurc
PTR-1-3. The development of hcating systcms in the town, w’nich conncct to the
resorl as well, is not included in the pr()ject but an 1mp0nam prcm]sc for the
project. Smcc Warsaw Lodz and Poznan are all mdlspensab!c market for the
resort, works of A 2 molorway should be compleled by the opening of the rcsorl
which is the 6th year from the mlliau(m of the pro;ccl
5 lmplemehtation Body'ah'd‘Fbin'anélng Source |

For the lmplcmemanon of 1he pro;cct parl:cnpatlon and co]laborauon of two
bodies, namely Gmina and pnvate investors, arc cxpecled lhe Gmina dclcrmmeq
the direction of developmcm for the use of geothcrmal resourccs secures the
acquisilion of necessary land area from private and publlc scuors and inviles
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investors, white pri:v.at:c investors conduct féasibility stadies based on their own
concépté of development confirming their profitabilitics and, if they are found
pfofitablc, invest for the prdjccl and develop the purchased land arca for a
geothermal water resource based resort.

Activities

1-1
1-2

13
1-4
21
22
3-1
32
4-1
42
43
4-4
4-5
5-1
5-2

Delermine a policy for the use of geothermal water resources.
Préparc a master plan of geothermal water resources development in the
Gmina.

Designate the area of tourism development.

Obtain appfoval for the use of statc-owned land/forest, if applicable.
Determine incentive measures for inviting investors.

Prepare pamphlets for inviting i'nvestor_s.

Hirc consullénts{experls for a feasibility 'sludy.

Prepérc a feasibility study for the investment.

Purchase lands f‘dr»thc dbvclopmcnt.

Prepare a _detai!éd design for the construction works.

Prepare lands for the development.

Construct buildings and facilities.

Purchase cquipments.

Advertise the resort to potential visitors.

Start operations of the resort.

" PTR-1-11
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Figure PTR-1-3 DEVELOPMENT SCHEDULE

Ttems Year
1 2 3 4 5 6

1. Determine a policy of gcoihc;mai walcr use —
2.. Fonn.JlMion ofa D;:vclopme;ﬂ Maﬁ& Plan St
3. Development of heatiné‘ sg,.'stems m the !o;x‘n;
4. Preparation of pamphlct§ for inviting invés!ors ' p—
5. Tosmulation of a i?eagibi:ity: Siu-dyv o ' e
6. Purchase oflanci (:m development ‘ _ pr—
77. Formulation gf;s Dciail.cd b:“;s.ign rus—
8. Clearance .and preparation afrland —
9.‘ éfonslruclion of hotels and coring facilitics
10. Construction é[ gardens anﬂ rccrca.licnal -f'acilitie:s
11. Opening of hol.spling r;:snrt 7 ‘ - ) ' , o

Note: *indicates the item which cost is not included in (he current project.

7.1

7.2

Expected Benetfit of the Project

Direct Benefit

(1) Increase of emplbymcnl in the regidn (160 'peoplc) and decrease of the
unemployed, particularly those of young generation.

(2) Increase of regional income by the expense of visitors from olhcr regions in
Poland and foreign countries at the resort and local shops.

(3) Increase of regional income through the purchas'c by the hot spring resort from
the local market.

Indirect Benefit

{1} Development of a new tourism patiern, use of geothermal water resources and
realization of a hot spring resort, which is a stimulus to the future
dcvclopment of tourism in the Province.

(2) Increase in number of employment by the mulllpller cffecl

(3) Increase in product sales in lhc Province by the mulhpher effecl

PTR-1-12
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(4) Increasc in foreign visitors to the region which will promote the cullural
exchange of peaple.

8  Weakness of the Project

(D The shortage of available investment fund mighf often realize low grade
facilities. However, visitors to the touristic and recreational resort will not
choose the resort with such low grade facilities. It might sound a litte
paradoxical, but the successful way to the project is to target the clients of
higher strata even thoug,-h' the price may be in a higher side, since such
facilities are not readily available in Poland and clicnts in this strata is looking
for the place to satisfy their demands.
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FPLD-I Betterment of Transportation Infrastricture

PLD-1 Betterment of Transpertatlon Infrastructure
(LD-7, LD-8, LD-10)

1. RATIONAL OF THE PROPOSED PROJECT

(1) Background

Rmd lransportanon syslcms occupy an 1mp0rtant function for the means of
the flow of goods and services in Konin rather than the railroad systems.
They funcllon not only for domesuc transportation within the province, but
for mlemallonal cargo (ransportation between European countries and
Former Soviet Union ones. Particularly, national highway No.2, which
runs horizontally through the center of the province functions as a trunk
route serving both cargo and passenger transporiation. At the same timc,
International Highway A-2, 'wh_ich is now under imnstmclion but completed
only between Wrzesnia in Poznan province and the outside of Konin City,
also has a major role as a means of international cargo lransporlation.
Since compleﬁon of A-2 construction all the way through Konin Province
is expec't'cd in 5 years, it is creating traffic congestion at several
intersections in the province. Particularly the issue of traffic congestion at
the intersection between International Highway A-2 and national highway
No. 2 and 25, wﬁich is lecated outside of Konin, should be raised as the
most serious and vrgent one.

Both urban and urban-rural municipalities are mostly tocated along national

highways No. 2 and No. 25 Social mobilily including flow of goods and

semccs within and through municipalities through these existing highways

is fairly well established. On the contrary, rural mummpahty is mostly

located further away from the hlghways And mobility and accessibility
: bctwc:.n municipalitics arc poorly established. These are due to poorly
i prepared existing roads which eonnecl_above major cities. It is creating

serious is_suée on mobility and accessibility of commuting people as well as
_ transportation of goods and services.

Among major cities in the province, Turck is considered in a different

posilien from the (ramponalien network viewpoin't As the cuy is isolated
from rallroad nefwork sys!cm obtaining easy access Lo other cities as well

PLD-1-1



PLD.1 Betterment of Transportation Infrastructure

as major natlonal highways is urgcntly rcqulrcd And dissolving the currcnl
traffic Congcsuon problcm of lhc mlersccuon in Turek has to be raised as an
Scrious issue.

Among 49 m’uni_cibaliﬁes in kdnih, there are ébproﬁiniatcly 90 so called
municipal bridges. Most bridgcé were built during the 'Povia.t period (the
qmallmt administrative unit taken prior 0 curreni adﬁ‘niniélralion) which
was finished in 1975, and fmanced by both Ihc former Dcpartmcm of
Agncullurc and Dcparlmenl of Commumcatlon durmg that pcnod Since
the new Phys:cal Planmng Act came into force in 1995, all mumclpahhcs
arc obhgatcd to cons(ruct and maintain bndgcs wnlh lhcnr own funds. Most
bridges were built between 20 and 30 years ago, butl left wnhoul
approprlatc maintenance works. Parllcularly, thosc bndges over Ihc Warla
River and its tnbularles havc SCrious prob]ems wnth allowmg heawl}
loaded trucks to pass through durmg the agncullural harvest seasons due to
floods and muddy road conditions in evidence in that period of time.

(2) Demand and Supply Conditions
t) Demand Conditions
a. Improvement of access roads

To amplify the present cdndilidn of traffic congestion, the follbﬁing tables
indicate the volumes of traffic by dividing it into flow by year between the
major citics and by highway.

Table PLD-1.1 Volume of traffics between major cities (Highway A-2)

C_ities and towns _Wrzes'nia o ' Slupca .
S C _Slupca o ' Kon_in'
Major highways S CRERE A :
International Highway A-2 1990 | 1995 | Ratio (%) | 1990 | 1985 |Ratio (%)
Total 5400 |11,800 119 5,700 110,400 | - 82

{(Unit: number in average per day) .
{Number of indicales grow th rate during iive‘yeérs'. )
{Source: Ministry of Transport and Maritime Economy)
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Table PLD-1.2 Volume of traffics between major citles (National Highway No.2)
Cities and lowns Wrzesnia Strzatkowo
T Strzalkowo Stupca
Major highways ‘ S a ‘
Nalional HighwayNo.2 1990 | 1995 | Ratio(%) | 1990 | 1995 | Ratio(%)
Total .| 2,100 4,400 - 110 2500 3,600 44
Cities and towns Slupca Golina
‘ o Golina ®onin
Major highways : :
National HighwayNo.2 1980 | 1895 | Ratio(%) | 1990 | 1995 | Ratio(%)
Total 3,600! 5,400 50/ 4,300f 7,200 87
Cities and towns Konin Kole
‘ Kolo Klodawa
Major highways ‘
National Highway No.2 1990 | 1995 | Ratio(%) ) 1990 | 1995 | Ratio(%)
Total ’ 8,500| 11,500 35 6,000] 10,600 77
Cities and towns Kiodawa
Kros'niewice
Major highways ‘ :
National Highway No.2 1990 | 1995 | Ratio(%)
‘Tolal 5,400, 9900 a3

(Unit: nurber of cars in average per day)
{Ratio indicates grow th rate during {ive years. )
(Source: Mnistry of Transport and Maritime £conomy)

Table PLD-1.3 Volume of traffics between major cities (Natioant Highway No.25)

Cities and towns Skulsk Konin Rychwal

o _ Konin Rychwal Stawisn

Maijor highways '

National HighwayNo.25 | 1990 | 1995 Rato(%) | 1990 | 1995 Ratiof) | 1990 | 1995 Ratio)
S Totad 2,241 3,700 65| 1.011| 3,600 256| 1,622| 4,100 153

(Unit: nurrber in average per day) ‘

{NJrrber of indicates grow th rate during five years. )
(Source: Ministry of Transport and Maritme Economy)

b. Expansion of ccn_riecling roads

To further_'ainplify the problems of traffic congestion, current volumes of
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traffic at the major intersections are shown in the following tables.

Table PLO-1.4 Volume of Traffics In Major Enersections ln each City .
T Ingrsaclion ) Shpca L
‘] Crossing Highways, : 263 466 - 2 Stupca Total
Traffics ) 1990 1955 |Ratio(%)| 1950 1995 {RAatio{x}] 1530 1995 |Ratio{3%]] 1990 1993 |Ratiod)
Tolal 14000 1800 28] 800|400 75| 33000 5400 64| 550l e600 55
Inters estion ) Konln{1}
[ Crossiogtigheays] ~— - ¢ 2 ' 25 266
Traffics |0 1 1595 [Ratopsy] 1950 | ress [Ramorwd] 1990 ] 1995 IRatoi)
Total - setel 115000 o8] sgsel 11300 2a] 26000 3400, 31
- iniess ection - . Konin{) o .
T Grssng Honwars 468 260 - - A2 Yole!
TraMics R 1990 | 1995 |Ratore)| 1590 | 1995 |Ratops)| 1990 ] 1995 [Rasope)t 1590 § 1995 [Wabor)
Total 32000 4,400, 28] 12000 31000 121] eu] 36000 258] aasei| arae 55
nteysection C Kalo ) RS
T Crossing Highways 2 ar3 210 KoninTotal - |
Teacs 1950 | 1995 | fotopet] 1990 | 1935 | patorx) | 1990 | 1995 | sty ] 1990 § 1995 | mutiorny
Totat : 8,500; - 14.100; 66 4,700, 2500, 57 14000 1,600, 14] 11.660] 18200 57
R Intessec bion Siesln Lo .
[ Crossing Highways 263 5 $iesin Total
1950 1 1935 | matopu | 1990 | 1935 | motein) : 1930 | 1995 |ruon
Tolal 850 1,400 65 4,700, 5200, 11 5550 6.600 19
Wersoction | ~ Sompaing R
{ CrossingHighways 263 : 266 i T Sompoine Total -
1990 | 1936 | Awopst| 1990 | 4995 | fetioge | 1990 | 1905 | matoiw) | 1990 § 1995 | Aatiofx)
Toial L0 55000 24F 14000 1,100, -2t 550] 1,800 227} 3650 4.200 15
\Iik_]rl!ersectim - © Turek - : : . s .o
Crossing Highways] 63 470 aarz " Turek Tolal
1390 | 1995 | Rwoin) | 1990 | 1995 | Raorey | 1990 | 1995 | retoe] 1990 | 1995 | meter)
Tolal 2500 6000, (14l 2500 6700, 68| 2200 3,00 41| 7500) 15800, 11

{Uril Nunber in average pér day)
Mo of ndcates grow th 1ate durng 1ve years |}
{Souwce hEslty of Tranaport 20d Martire Soonony)

From above tables, it is quite clear that there are urgent demands for
improvement to and cxpansion of access roads to the main roads and
connecting roads between the main citics in the province. It is very

important to note that most existing roads are two lanes throughout the
provinee. ' '

c. Rehabilitation of municipal bridges

The folllowing table shows the number and years since construction of
municipal bridgcs;_ and the number of bridges in municipalilies that need to
be rehabilitated within the next 2 1o 3 years, According ﬂ_)llhc tai)le bélow,_
31 bridges out of 87 are requiréd to be rehabilitated withia the next 2 to 3
years.
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Table PLD-1.5 COn'diti-ons af Gmins Bridges In the Province

(Uni: in rumber as of February, 1998)

(Sousce: Gmina office based an survary by Ihe Study Team)

2) Supply Conditions

~1-_. . Specification Numberol ¥ears since Bridgas need to be Rehabiklated
rVoivodsbip H""’““-‘—--‘,__ Municipal Bridges Construgted in 210 3 years
Yoivodship Toial 87 31
Urban Myniclipalities Total 10 3
1.0 Kolo e - -
2. Xonin 3 40 i
a’ Slugea 7 30 - 35 2
4. Turek 0 . -
Urban and rural Munlcipalities Total 16 10
5. Datie L 15-20 5
6. Dobra [+] -
7. ‘Golina 0 - -
8, Klecraw 0 - -
g, Klodawa
0. Pryzdey 2 50 -60 2
11, Przedec? 0 - -
i2. Rychwal o] - -
13. Slesin 1 40 1
14. Sompolng a - .
5, Tuliszkow [} - -
18, Uniejow Q - -
17 Witkowo 0 - -
18. ‘Zagorow 8 20 -30 2
fRuial Monicipalities 61 13
19.  Babiak 0 - -
20. Brudzew 3 20 3
21, Chodow 0 . -
22. Grabow 0 - -
23. Grodriec 7 a0 2
24, Grzegotzew 4 3040 1
25, Kaweczyn 2 40 (]
26. Kazimierz Biskupi 2 20 0
27, Koto 1 30 1
28. Kostielec 3 30 1
29, Kramsk 1 70 1
a0, Kizym ow 3 16 [}
31. Ladek 0 - -
a2, Matanow 0 - -
33. Qlszowka 2 2 Q
34. Qrchowo
a5, Osiek Maly 1 20 - 40 1
as. Ostrowite 0 - -
ar. Powidz 0 - -
a8. Przykona 13 30-32 [}
3. Rzgow [ 290 2
40, Skulsk 0 - -
41, Slupea 5 22 2
42, Stare Miasto 3 a0 3
43. Strzafkowo 0 - -
44. Swinice Warchie 0 . 0
45. TJurek L 25 1
46.  Wierzbinek 0 -
a7, Wilczyn . 0 -
48.: Wladysfawow — 0 -

a. Improvement of access roads and expansion of connecting roads

Although road fréﬁSporla!ion systems occupy more important functions
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than railroads in Koriiﬁ, ﬁciihc'r extension n'oruc':onslruclion plans on the
above indicated hlghways and micrsecuons are made at prcscm And no
matter how the provmcml govcmment appcals to central govcmmem only
plans for some road w:denmg and enhancement work have been done so
far. The Province needs strong support from (‘cntral govcrnmcm and
should empha51sc the importance of the hlghways to cenlral governinent
hence showing them the reality of the situation. Parncula_rly, problems on

traffic congestion atong highway 2 should be considered as a national level
issue. |

b. Rehabilitation of municipal bridges

Allhougﬁ requirement on rchabilitation of those bridges are raised from

cach mu‘nic‘ipality, they cannot be managed properly duc to the lack of
sufficient funds.

(3) Proposed Reasons

1) The project is proposed to rclicve traffic congestion al the intersection
area between national road No. 2, 25', and other :nation_al roads whié_h are
raised as serious issucs on traffic jams in those arcas. It is also proposed
to strengthen 'linkagcs among Konin, Turck, Slupca, and Kolo by
increasing flows of goods and seivices.

2} The proj'cct is proposed to increase mobility and accessibility between
rural municipalities and urban/urban-rural muntcipalities.

3} The project will allow heavily loaded transportation vehicles including

trucks, busses, and tank lorries to pass through municipal roads. :

2. PROJECT PURPOSE

To prepare transporlation infrastructure and relieve traffic congestion, mcrease
mobility and accessibility of goods and services in the provmcc

3. OUTPUT OF THE PROJECT

a) Comlmcl detour routc at major mtersecuons
b) Expand and widen existing ma]or mtersecnons in certam ciligs,
c) Construct or rehabilitate the selcctcd mumcipal budgcs.
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4. PROJECT DESCRIPTION
4-1. Dévelopmeht area

(1) Intersccuon of Konin

1) To makc dctour routcs along National Highway 25 without passing through
Ihu ccnlrc of Kenin Cnly

2) To makc a laffic circle al the crosqmg scctlons, and widen and enlarge the
size of the roads, in particular where roads such as National Roads 2, 25
with the A-2 junction, and 469 intersect 3 km away from Konin City. (Sce
Figure PLD-1.1 in the tast part of this section.)

(2) Intersection of Kol{)

1) To make detour routes from National Road 270 to National Highway 2
without passing through the centre of Koto City.

2) To extend National Road 270 northwest by going through the city of Kolo to
Osiek Maly and the Kramsk region The extended route should be merged
with National Road 270 approxamatcly 5 km away al the northwest point of
the city. This cxiension road is planncd to be an alternative route between
Kolo and Konin in case of emergency such as a natural disaster occurring
on National Highway 2, and for national defensc purposes. (See Figure
PLD-1.2 in the last part of this section.}

(3) Intersection in Slesin

1)' To make detour routes on National Highway 25 without passing through
the centre of the city of Siesin.

2) To make an intersection with 4 way traffic lights at the merging point
between the new projected detour routes and National Road 263. (Sce
Figure PLD-1.3 in the last part of this seclion.)

4) lﬁteréeciion in Turek
a) To make loop lines lo allow natlonal road 469 (both ways), 470 {both

ways) and 472 w1lh0ul pass:ng through the centre of the city of Turek.
Nahonal Road 469 has a vety important function as this is the only one
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major route as i'ncoming {o and outgoing from Konin and International
Highway A-2 belween Turck.

b) National Road 470 is also important since 1t funcllons as a major link
between Turck and Kolo to the north and Kaisz 1o the south, =

c) Nahonal Road 472 serves as malor link belwcen Turek and h)dz

d) To make a total of 4 inlersections with 4 way traffic hghts a! the mcrgmg
poinis of those major toads and connect with the cxmlmg detour route
between: Nauonal Roads 469 and 470. {Refer 0 blgurc PLD-1.4 in the
last part of this section. )

(5) Intersection in Sompolne

a) To make detour routes on National Road 266 without passing through
the centre of the city of Sompolno. National Road 266 has an impor'!ant
function since it connects with National nghway 25 at Komn city
toward the south. ‘ ; ‘

b) To make an 1ntcrsecli0n with 4 way traffic lights at the merging point
between the new pm]ccted detour routes and National Road 263, (Sce
Figure PLD-1.5in the last parl of this section. )]

(6) Rchabllltanon of municipal bndgcs

Thcrc are 3l municipal bridges which need to be ncwly consiructc_cl or
rchabilitated and the location of these are scaliered throughout the province.
The decision as to whether bridges are to be newly constructed or
rchabilitated depends on conditions of each bridge 'ar;d the funding facilitics
of each municipality. Figure PLD-1.6 shows the number of municipal
bridges needing to be newly constructed or rehabilitated within the next two
to three years.

4-2, lmplémentation and operation

It is nccessary to divide the implemenfation and oﬁeralion of pfc’:jec'l PLD- 1 into
two parls; 1mprovemenl of access roads and the expansmn of Conncclmg roads
and rehabilitation of municipal bridges. '

(1) Improvement of access roads and expansion of connccling roads

The Ministry of'Transport and Maritime Eéonomy is Wﬁﬁlly re-s.ponéiblc for
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preparation of the highway transportation infrastructure,

(2) Rehabilitation of municipal bridges
Municipality is wholly responsible for construction and rehabilitation of the

bridges.

4-3. Structure of the road

The following is a proposed conceptual structure of the road showing the cross

section of the proposed detour route.

Figure PLD-1.6 Cross Secticn of Proposed Delour Route

- 800 ——
e o o
50 700 50
foad edge Two-way tralfc lane Road edge
» R s Lo i
; Earthwoking Pan
N : 50
i T A T L
- 900 -

(Note: Unitin centimelers}

4-4, Implementation Schedule

(1) Improvement of access roads and expansion of copnecting roads
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Table PLO-1.6 Implementatlon Schedule of Inlersection Ino Konin, Kolo, and Turek -
JTTmeeenl 0 Schedule (Moathy § 2] 47 8| 8] 10| 12| 14} 16| 18| 20| 22| 24| 26| 28} 30| 32| 24
Working ltem
{Konla)
1. Selection of propased wutes
2. Hoid public hearings b
3. Gedalogical survey
4. Selegtion of actual routes
s l_ana‘. acquisition B 7_1.
6. Land dwefop'men!. zaning, deslign
7. Consiruclion
{Kelo)
1. Selechion of proposed rovles ]
3. Hald public hearngs
3. Geclogleal survey
4. Selection of actuslroutes 7
5. tand acqulsition N
§ Land development, zoning, design -
7. Constructicn ’ - ]
tTurek )
1. Setection olgroposed routes |
H Hold public hearings
3. Geclogicalsurvey
4 Setection of acteal routes 7 -
&, Land acquisition
& rLand developmeal, 2oning, déslgn B
¥. Consirection _ ' ’
Schedule (Month) 2f 4] 6] a&] 1o 12] 14| i8] 19} zo| 22| 24| 26] 28} 0] 32 a4 @
Table PLD-1.7 implementation Scheduls of Intersection tn Sfesin and Sompoln‘;- )
. Schedule {Month) 2| 4| 6] 8] 10f 12| 4] 98| 18] 20] 22| 24| 28] 28} 9 32| 34
Wosking Ham
{ Silesin)
1.  Investigation ¢f current status |
2. Hoid public hearings
— 11 ¢
3. Geological surveyseatocaton ofresidents
i 1
4. Land acquisition
5. Lang dewelopment, zoning. <esign :
— ¥
& Construction
{Sompoino }
1. Inwestigation of current status
¢. Hoid public hearings .
. | mwo— §
3. Geolegical sunveyrealiccation oftesidents .
Y I . —
4. Land acquisiion
. 3 T T T T 4 T E | |
5. Land dewelopment, zening, design
. [ ¥ L i L T T
8. Construction T
I T : x ¥ T T T
Schedule {Moalth) 2p 41 6] 8] 19f ¥2] 14f 6] 18] 20; 22| 24] 26] 28] 30] 32| o4

(2) Rehabilitation of municipal bridges
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Table PLD-1.8 tmplementation Schedule ¢l Gmina Bridge

Working ltem

. Schedule pdonthy | 2| a] 6| e 10] 12| ts] 6] 18] 20| 22] 24] 26] 28] 0] 22

). “Surey conditions, Set Gmina budget
2. Land developmant, zoning, design -

{ Gmina Bridges}

3. Construction ]
32

Schedute (Wonth) 2| 4] 6 8 10| 12 1a] 16| 18] 20] 22] 2a] 26] 28] 39|

4-2. Estimated capital requirement

Table PLD-1.9 shows estimates for construction of a detour road that will enable
an estimate to be made of the total capital requirement. However, construction
and sehabililation of municipal bridges are omitted.

Table PLD-1.9 Preconditions of Cost Estimate for Road Construction
wWork Quantity Unit Cost Cost (UD$)
' ' Yen us s
Earthwork 4.3 m¥m 2,000 6.00 26.00
Pavement 7.0 m?m 6,000 18.00 126.00
Total ' 152.00

In the a_bové table it is showr{ 4.3 m* of materials are required to fill the earthwork
part of the road per meter. From the figure of cross section of the proposed detour

" route identified préviously, the width of the pavement part is 7 meters and the

area of it will be 7.0 m® per meter. The unit costs shown are a cost comparison
between Japanese Yen and U.S. Dollars. The Study Team roughly estimated that
the unit cost in Poland will be one third that of Japan and the USA by measuring
ecbnqmic cdnditions, material costs, and labor costs. As a resull the construction
cost in Potand is estimated at the equivalent of 150 U.S. Dollars per meter. In the
estimation the costs of equipment, construction raw materials, labor costs, and
other miscellancous costs are included. However, the costs of land acquisition

and the construction of new bridges are not included. Also the roads are to be

construcled on normal foundations and should not be built on reclaimed ground
such as swamp areas.
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(1) Improvement of access roads and expanslon'ot co'nnectl_ng roads

Table PLD-1,10 Esllma!ed Capilal Requlrement

- {US$.000)

Construction Site Konin Kolo P TJurek

o | Required ~ | Required - .| Required

Cost Land - Cost Land - | Cosl Land Cost
A Road construction 14000 m.| 2,100 28000 m| 4200 12,000 m. 1,800
8. Landaquisition™® 126 ha| 1134 252 ha] 2268 108 ha| - 972
C. Site Preparation™ - 126 . 20156 - 108
0. Seting braffic lights™ - B . ol . .- 2
E. Mscellaneous Cost® . 235 S | 464 . 202

Totat - 2389 = ¢ 4684 2,037

Construction Site Sompoing Cot 0 Slesin - - Project Total

_ Required Required Required :

Cost Land Cost Land Cost Ltand Cost
A Road construction 6500 m, 1,950 - 6000 m. 900} 66500 m. 10,950
8. Land aquisition® 5.85 ha, 35.1 5.4 ha 324] 5985 ha. 505
C. Site Preparation’ - a10f - 378 . 514.4
D. Setling traffic lights™ - 6 . 6 ) b ag
E. Mscelianeous Cost™ _ 203 - 98y . - . | 1201

Total : S 2,052 o867 ' C12,928
Note:

*1 Cosls for and acquistionperbha. is wtin‘eted and calkculated as the follow ngs; Konin($ 9000), Kolo($ $000),
Turek({$ 9000), Skesin{$6000), and Sorrp-oho[$6000) )

*2 Costs for site preparation includes evacua!-on fee and prepafahon of allernative lands guaraniee fee of
business, ect. for present residents,
And the cost per ha. is estimated and calculaled as the fobow ings; Konunis 10 000} Kcio{S 8,000,
Turek($ 10,000},Slesn{$7,000}, and Sompcino($7,000). ] o

*3 Cost for setting of trattic fights is calkeulated as $3,000 pér location and the number of set per location
are the follow ings; Konin(2), Kolo(3}, Turek(4), Slesin(2), and Sampoinc(2}. ‘

*4 Miscellaneous costis calcutaled as 1 % of above @ota! costs fromA to D)
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(2) Rehabilitation of municipal bridges

Table PLD-1.11 ESTIMATED CAPITAL REQUIREMENTS FOR 31BRIDGES
wsh
Conslruction Site] - Per Bridge Total
‘ Required . Required

Cost Land - Cosl Land Cost
A Sureyolfbridges - 500 - 15,500
B. Surlace pavement’ _ 7 m. 210 217 m. 6,510
C. Site Preparation™ 100 m2 2,000 3100 m2| 96,100
D. Foundation olbndge . 10,000 310,000
E. Bndge sleeves . - 2,000 62,000
F. Misceflaneous Cosl? - 127 3,940

Total A : 14,837 494,050

Note: *§ Costs for surface pavement is estirated § 30 per meler.
*2 Costs for sde preparatonis estimated at § 20 per ¢
*3 Miscellaneous cost is caicuiated a5 1 % of above total costs from A to E

5. IMPLEMENTATION BODY AND FINANCING SOURCE
5.1 implementation Body

The Ministty of Transpdrt and Maritime Ecdnomy, which is parl of centeal
government is wholly responsible for maintcnance and development of the
transportation infrastructure, ihcrcfore, it should be the main implementation
body. Some parts of the highways, however, belong to the province, for example
highways paésing ihrough the centre of the city or part of the intersection area. In
these cases, Officc of the Konin Governor should cooperate with central
government, chardmg the municipal hndgcs projects, each municipalities
should act as an lmplcmcnlauon body since the building and rehabilitation of the
bridges are the rcsponsibil.ily of each municipality.

5.2 Fi'nancla! source

Thc Mm}siry of Transport and Maritime Economy is obliged to take the whole
rcsponsmlhly for i mancmg the expansion of access roads to the major highways.
Brsdge construchon and rchabilitation costs should be wholly financed by
mumc:pahly to whlch they belong.
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6. Acnvmes
(1) Construct detour routes In ma]or intersections

a) To select pIOSpLCilve detour routes by mvcsl:gatmg gcographlcal condltions
current status of the land, condmons of land use, strength of the grouml
influences on the qurroundmg natural cnvironment, etc.

b) To hold public hearings to obtain the consensus of rpSldmts Closc to lhc
projccted site. :

c) To initiate geologlcal survey of the prospecuvc routes to fmd Ihc most adequ'lle
for the detour road. _

d) To set up exact route and start ncgotiation with landowncrs for acqunsmon of
the required land. ‘

¢) To draw up a blueprint and start consirucnon

(2) Expand and widen existihg maior interséctions in selected cities.

a) To mvcshgatc currenl status of lhc land use of thc nelghbormg area, slrength
of the ground, and influcnces on the surroundmg natural environment and
other geographical condillons

b) It is important 1o hold pubhc hearings to obtam Iocal CONSENSus becausc most
existing intersection areas are mainly commercial. It is highly likely that
compulsory cvacuation will be requlred by mummpal statute.

c) To start negotiation with landowners for acqunsmon of the land.

d) To mumlc gcologlcal surveys of the prospective sites to set up the most
adequate layout of the site, :

¢) To draw up a blueprint and start conslrucllon

(3) Construct or rehabilitate the murilclpal bridges.

a} To gather information such as lhc year of construction of all existing bndgcs
conchuons toading capacity of the Irafﬁc frequency of brldge use by iypc of
lransportauon ctc SR ; R

b) To set the criteria by whlch bridges are to bc rehqbllltated or newly constructed

c) To set the mumcnpal budget or collccl funds f rom othcr sources ' : _

d) Based on the information collcclcd dunng thc first stage of the pro;ecl demdc
whether those Should be rchablllltatgd or rcmfom-_:cl bridge foundations or bridge
girder of the selected bridge. Then stari construction.
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7. EXPECTED BENEFIT OF THE PROJECT

7.1 DIRECT BENEFIT

a) Increase mobility and accéssibilily not only within the province but to other
regions of the countiy.

b) Smeoth flow of human traffic and goods and services belween major cilics in
the prdvincc. o

¢} Avoid naiural diSastcrs' such as floods of the river when transporting
agricultural goods over the bridges.

d) To provide increased safety for drivers and pedestrians by reducing the number
of accidents.

7.2 INDIRECT BENEFIT

a) To be able to use as a fundamental tocl of new land use planning, such as city
planning, urban development, commercial and residential area seitings in the
projected area.

b) Can be used as a new route in eniergencics for transporting goods and rescue
teams to the disasler area.

- ©) Production volume of building and construction material will increase.

d) Competition among building material manufacturers and suppliers will

increase in the province.

¢) Creation of employment in construction and building material manufacturers
and suppliers will increase.

8. WEAKNESS OF THE PROJECT
a) Central government gives a low priority to the development of highways in

Konin compared with other provinces.
b) Munitipal_ily will have difficulty in raising funds for rehabilitation of bridges.
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