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Introduction to the EBRD
The European Bank for Reconstruction and Development (“EBRD” or the “Bank”)
was established in 1991 as an international financial institution. It is owned by 62
“shareholders” consisting of 60 countries3, plus the European Investment Bank and
the European Union. The EBRD exists to foster the transition towards marketoriented economies and to promote private and entrepreneurial initiative in its 27
“Countries of Operation”4.

The shareholders of the EBRD appoint a board of directors who, in turn, oversee the
management and operations of the Bank.

Contrary to popular conceptions of

“development banking”, however, the EBRD does not make below-cost or low-priced
loans in the Countries of Operation. The EBRD’s mandate is to make commercially
sound investments (both debt and equity) in countries and sectors where the
traditional private-sector lenders will either not venture at all or will not venture
without the EBRD’s presence.

The Bank’s investment portfolio is in excess of €15 billion, making it, by far, the
single largest investor in the Countries of Operation4.

The Bank currently has

hundreds of outstanding investments including such varied projects as a toll
motorway in Hungary, a bank in Russia and a textile operation in Uzbekistan.
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In addition to financial investments, however, the EBRD’s mandate also includes
promoting technical co-operation projects to help the Countries of Operation create
the type of environment in which democracy and capitalism flourish. Many of these
projects are created through the Bank’s Legal Transition Programme (“LTP”). The
LTP is the EBRD’s initiative to contribute to the improvement of the investment
climate in the region by helping create an investor-friendly, transparent and
predictable legal environment. LTP activities focus on the development of legal rules
and the establishment of the legal institutions and culture on which a vibrant marketoriented economy depends.

The LTP focuses on five core, commercial-law areas which are highly relevant to the
EBRD’s investment strategies: capital markets and corporate governance,
concessions, secured transactions, telecommunications regulatory reform and
insolvency.

The EBRD’s Role in Insolvency Law Reform

The EBRD is uniquely situated as both a commercial lender and an agent of legal
reform. This gives the Bank an enormous wealth of practical knowledge in how
insolvency systems work (or don’t work), as well as access to the legal tools to effect
the necessary changes. The Bank’s own work in insolvency reform, as well as a
number of academic studies5, have all shown that the better a nation’s insolvency
legal regime is perceived (through comparisons to international standards and best
practises), the higher the level of foreign direct investment (FDI) and domestic credit
that is available to the country. FDI and cost-effective domestic credit are two critical
elements of promoting and fostering market economies. To this end, the EBRD’s
work in insolvency reform promotes the international standards and best practises
developed (often with the EBRD’s participation) by UNCITRAL, the World Bank,
OECD and the IMF.

LTP’s insolvency work falls into 4 broad categories:
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1.

Standard Setting;

2.

Assessment;

3.

Reform; and

4.

Outreach

The EBRD has been active in insolvency standard setting including participation in
the development of the UNCITRAL Legislative Guide on Insolvency. The Bank’s
assessment work has included a comprehensive study in 20036 on the compliance of
insolvency laws in all 27 COO with international standards and, in 2004, will include
an equally comprehensive study on the practical application of these laws7.
Ultimately, the standard setting and assessment drive the key element of the Bank’s
insolvency strategy, reform. This reform work has, in the past, included assisting the
government of Poland in its preparation of an entirely new, comprehensive
bankruptcy law and conducting training sessions for bankruptcy judges in Poland on
the implementation of this new law. Reform projects are run by the EBRD, with the
assistance of external lawyers and consultants, and are funded by a variety of “donor
countries”. Finally, the outreach component of the Bank’s insolvency work includes,
among other things, publishing on insolvency matters in the EBRD’s quarterly legal
journal, Law in transition8.

For insolvency practitioners in western countries with advanced economies, the
notions of developing standards for insolvency regimes, assessing compliance with
these standards and attempting to reform existing laws may seem like quaint academic
exercises. For countries that have emerged from the shroud of communism and
command economies less than 15 years ago, however, such reform is vital to the
development of a healthy market economy and, ultimately, a meaningful
improvement in people’s daily lives. As globalization draws the economies of all
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countries closer together9, effective legal regimes, including insolvency regimes, will
become critical to investors of all nationalities. The ultimate goal of the EBRD’s
Legal Transition Programme in insolvency is, like the EBRD itself, to be so
successful that, one day, it renders itself obsolete.
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