Q
uHGTIITYT 34 UKOHOMUYECKA nONuUTUKA @

€conomic Policy Institute

Summer Seminar for Young Public Servants

\j/{nﬁars

The discussion papers presented in this volume dadreered at the
Summer Seminar for Young Public Servants from $astlrn Europe:
“Preparation for EU Accession”, held on 8-11 Septen2005,
“Riviera Holiday Club”, Bulgaria

Organized by
The Economic Policy Institute, Sofia

Under the auspicies of the:
Ministry of Foreign Affairs of the Republic of Bulgaria, Sofia

With the support of

B | T | D The Balkan Trust for Democracy

A PROJECT OF THE GERMAN MARSHALL FUND

Austrian Embassy l L @ E

=== Sofia ENCOURAGEMENT 84an«| (CENTRAL EUROPEAN INITIATIVE

and co-financed by:

Know How Transfercenter of the Austrian Associatim of Cities and Towns with
funds from the Austrian Development Agency




© 2005 Economic Policy Institute
Sofia, 1504, 12 San Stefano Str.

Responsible:
Copy Editor:
Photos:
Design:
Print:

The findings, interpretations and conclusions esged here are those of the authors
and do not necessarily reflect the views of thenboaic Policy Institute or the
governments they represent.

The content of this volume does not fully cover ¢éimdire list of topics on the Seminar’s
agenda and does not entail the presentations obalfibutors. For further information,
please, refer to the List of Contributors or to 'ERkeb site —www.epi-bg.org—
Summer Seminars — Summer Seminar 2005.

All comments regarding this publication are welcdne

Economic Policy Institute

12, San Stefano Str.

1504, Sofia

BULGARIA

Tel.: +359 2 944 38 11; 843 53 06
Fax: + 359 2 944 38 61

E-mail: epi@epi-bg.org
www.epi-bg.org

ISBN:



CONTENTS

List Of CONHDULOIS. ... e e e
List Of PartiCipantsS... ... ..o e e
] 0T [T 1o o I
Statement by Mr. Petar Kandilarov, Governor, Vddigrict ..................

Panel: South East Europe and the Process of European Integgion | -
After Signing the EU Treaty and Before Entering Negtiations

Challenges to Bulgaria till EU Membership.........cooooiiiiiii i
Hristo Georgiev

European Agenda and the Accession of Romania and Bjaria. Where Do They
2 ettt ——————— e e e e e e e e e e e e e e e rrrnaaaaeeaeaaaannnnns
Maria Ligor

Panel: South East Europe and the Process of Europedntegration Il -
Stabilization and Association Agreements

Albanian Progress in the Stabilization and Associ@n Process - Main Challenges
AN PrOSPECES. . ..ttt e e e e e e e e e
Fatbardh Zenelaj

Macedonia and the European Integration Process............c.cccovvveiveineennnn.
Elizabeta Buova

Serbia and Montenegro Experience in EU IntegratiorProcess....................
Goran Gvozdenovic

Political and Economic Challenges to Bosnia and Heegovina on the Way to EU
Prof. Dr. Dragoljub Stojanov

Panel: Reform in Public Administration

Dr. Martin Brusis

Reform in the Public Service — the International Catext and Reform in Ireland....
Eric Embleton

DINNER SPEECH:
European Integration —the SWISS Way.........c.vviiiiiiiie i,
H.E. Rudolf Knoblauch

Panel: The European Integration from the EU Point & View



Strategic Europe: Enlargement and Neighbourhood.......................ooo il
Wim van Meurs

The Lisbon Strategy: Collapse or European Recovery.............ccooveveennnn.
Prof. Andrés Inotai

Regional Co-operation as a Prerequisite to EU Membsghip........................
Zsofia Szilagyi

Panel: EU Integration of South Eastern Europe: the Business
Perspective

Problems and Challenges of the Industry on the Waio EU.........................
Philippe Rombaut

Bulgaria's Economic Strategy onthe Way to EU................coooiiiiiiinnn,
Sasha Bezuhanova

The Role of Long-term Investment Credit for the Deelopment of Small and
Medium-Sized Enterprises in Bulgaria............ccccoeiie i iii i e e
Sasho Tchakalski

Panel: The Future of Europe

The Constitution of the European Union Issue aftethe Referendums..................
Lothar Jaschke

More Democratic and Effective Forms of Governancenithe EU.....................
Hans Martens

Personal Observations on the Future of EUrope...........ccooo i,
H.E. Manfred Scheich

Treaty Amending the Treaty Of NiC&.........oviiiii i e,
Armando Garcia Schmidt



FULL LIST OF CONTRIBUTORS TO THE
SUMMER SEMINAR 2005

Sasha Bezuhanova
General Manager, Hewlett-Packard Bulgaria Ltd. j&of

Martin Brusis
Senior Researcher, Bertelsmann Group for Policye&es, Center for Applied Policy
Research, Ludvig-Maximilians-University, Munich

Elizabeta Buova
Head of the Institution Building Unit, Secretariat European Affairs, Skopje

Sasho Chakalski
Vice Chairman and Executive Director, EncouragenBamk AD, Sofia

Eric Embleton
Former Head, Irish Civil Service Centre for Managem Organisation and
Development, Dublin

Hristo Georgiev
Director, Europe — | Directorate, Ministry of Fagai Affairs of the Republic of
Bulgaria, Sofia

Goran Gvozdenovic
Acting Director, General Directorate for EU, Beldea

Andras Inotai
Director General, Institute for World Economics, ridgarian Academy of Sciences,
Budapest; President, Economic Policy Institutejeésof

Lothar Jaschke
Minister Counsellor, Austrian Embassy, Sofia

H.E. Rudolf Knoblauch
Ambassador, Embassy of the Swiss Confederationulgaia, Sofia

Maria Ligor
Director-General, General Directorate for the Eeap Union, Ministry of Foreign
Affairs, Bucharest

Hans Martens
Chief Executive, European Policy Centre, Brussels

Wim van Meurs
Research Associate of the Center for Applied PdRegearch, Munich; Senior Lecturer
in European History and Politics, Radboud Univgrsiimwegen

Irena Mladenova



Executive DirectorEEconomic Policy Institute, Sofia

Ivanka Petkova
Former ambassador of Bulgaria to the Swiss Condégider, Chairperson and CEO,
Economic Policy Institute, Sofia

Philippe Rombaut
Chief Executive Officer, Agropolychim, Devnia

H.E. Manfred Scheich
Former Ambassador of Austria to the EC, Vienna

Armando Garcia Schmidt
Project Manager, Bertelsmann Foundation, Gitersloh

Prof. Dr. Dragoljub Stojanov
Professor of Economics, Faculty of Economics, UrsiNg of Sarajevo, Sarajevo

Zsofia Szilagyi
Political Advisor, Cabinet of the Special CoordmratStability Pact for South East
Europe, Brussels

Fatbardh Zenelaj
Head of Justice and Home Affairs Unit, DepartmenEoropean Integration, Ministry
of European Integration, Tirana



LIST OF PARTICIPANTS

Zeljka Babié
Expert Assistant, Ministry of Foreign Affairs andiépean Integration, Zagreb

Mihaela Blajan
Director, Ministry of Foreign Affairs, Bucharest

Radoslava Boeva
Chief Expert, European Integration and RelationthwkIs Directorate, Council of
Ministers, Sofia

Maria Boneva
Chief Expert, International Cooperation Directorddenistry of Defence, Sofia

Maria-lonela Bulau
Councellor, Ministry of European Integration, Budst

Nicu Buzgure
Expert, Cross Border Co-operation Directorate, btiyi of European Integration,
Bucharest

George—Augustin Costache
Expert, Ministry of European Integration, Bucharest

Suzana DreSaj
Expert Assistant, Ministry of Foreign Affairs andifepean Integration, Zagreb

Dijana Haramina
Adviser, Department for Planning Cultural Developtéinistry of Culture, Zagreb

Tsvetelina llieva
Chief Expert, European Integration Department, Btiyi of Transport and
Communication, Sofia

Vera lvanova
Junior Expert, Integration Policy Directorate, Gdioation of European Integration
Unit, Ministry of Agriculture and Forestry, Sofia

Veselin Kova
Advisor, Ministry for International Economic Relatis and European Integrations,
Podgorica

Bojan Kovaci¢
Deputy Director, Serbian Energy Efficiency AgenSgfia

Milena Nalbantova-Mateeva
Chief Expert, Integration Policy Directorate, Arsiyy of CAP and CFP Unit, Ministry
of Agriculture and Forestry, Sofia



Alexandru Molcean
Specialist, Legal Department, Ministry of Finanddrepublic of Moldova, Chisinau

Dragan Mrkal;

Expert Advisor, Department for the CoordinationStébilisation and Association
Process, Sector for Strategy of Integration, Doexte for European Integration,
Sarajevo

Adrian Noaje
Position Expert, Ministry of Administration and émior, Bucharest

Polina Palieva
Technical Secretary, Ministry of Energy and EneRggources, Sofia

Desislava Sergieva
Research Fellow, Economic Policy Institute, Sofia

Silvija Simi¢é
Advisor, Cabinet of the Minister, Ministry of Fines, Zagreb

Elda Sotiri
Expert, Division of Social and Economic Affairs, mktry of European Integration,
Tirana

Plamena Spassova
Project Director, Economic Policy Institute, Sofia

Ivana Stankovic
Expert Assistant, Directorate for Integration Stggt, Ministry of Foreign Affairs and
European Integration, Zagreb

Simona Tighel
Expert Negotiator, Ministry of European Integrati®@uchrest

Marija Tomasi ¢
Counselor, Ministry of Economy, Labour and Entreynership, Zagreb

Georgiana Tudoroiu
Expert, Ministry of European Integration, Buchrest

Ralitza Yotova
Chief Specialist, European Integration Directordaistry of Foreign Affairs, Sofia



Introduction

Dear Colleagues and Friends,

This is the sixth issue of the volume of papersiciviivere presented at the sixth annual
Summer Seminar for Young Public servants from Seagtern Europe: “Preparation for
EU Accession”, September 8-11, 2005, Bulgaria. dlneady established as traditional
Summer Seminars are organized by the Economic yPdfistitute — a Bulgarian
independent non-governmental organization. The @itine project is to contribute to
networking and an effective knowledge and expegetransfer process among the
young representatives of the public administratiomshe SEE region in view of
European integration. Participants from Albaniasiia and Herzegovina, Bulgaria,
Croatia, Macedonia, Moldova, Romania and Serbia &iohtenegro, distinguished
speakers, organizers and friends of the Summerrdesimet in Bulgaria for a sixth
time in a row to intensively exchange knowledgesws and ideas on European
integration issues, and actually experience in phaxis regional cooperation and
networking.

You can find out more abut the Summer Seminarsyedisas the Regional Network of
Young Public Servants on European Affairs — “T’Cloim www.epi-bg.org

The present volume contains contributions on ttieviding major topics, discussed at
the Seminar:
= South East Europe and the Process of Europearratitayl - After Signing the
EU Treaty and Before Entering Negotiations;
» South East Europe and the Process of Europearrattagll - Stabilization and
Association Agreements;
= Reform in Public Administration;
» The European Integration from the EU Point of View;
= EU Integration of South Eastern Europe: the BusifErspective;
» The Future of Europe;
» The South-East European Enlargement Process arfeuthee of the European
Union — Round Table Discussion.
We are aware of the limits of this effort to makeuyfeel the fresh and inspiring
atmosphere of the Summer Seminars “PreparatioBfoAccession”. Nonetheless, it is
in EPI's major goals profile and line of activitg publish and disseminate, and thus
actively contribute to the widening of beneficiafieircles of those ones believing in
and working for the future of Europe.

With this long-term “project”, we would like to ctibute to the networking and
regional cooperation in Southeastern Europe antkttwall the colleagues, friends and



actors who have inspired, trusted and supportedrasgh these five years. We thank to
the Balkan Trust for Democracy, the Central Européatiative; the Know How
Transfer Center; the Austrian Embassy in Sofia tine Encouragement bank for
supporting the 2005 issue of the Summer Seminar!

lvanka Petkova
Chairperson and CEO
Economic Policy Institute
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Statement by Mr. Petar Kandilarov
Governor, Varna District

Ladies and Gentlemen,

First of all, | would like to congratulate the orgzers of the event for this good
initiative, that gathered here representativehefgublic administration structures from
South East European countries. The developmertieotapacities and the know-how
transfer between young people not only from theiathtnation, but also from business
or political circles and all other structures oé ttivil society is of greatest importance.
The reasons for this are two — in the first plaice, important since these are the people
that actually build up the future of Europe andosel; the know-how transfer and
training makes possible the succession and theaegehof best practices among all of
us.

In the foreword of the Treaty of Rome it is statedt the European Union member
countries should guarantee the “Harmonious devedmpnthrough reduction of the
existing divergencies among the regions as a whol@ through reduction of the
underdevelopment of the less prosperous regions.

From historical point of view the economic and sabciohesion turns into a priority of
great importance for the EU. The concept for ecdnaand social cohesion and the
development of the Regional policy of the Europé#émon prove the connection

between the enlargement of the Union and the désperi the process of European
integration. In this respect this seminar is ofl reaportance for the creation of
longstanding contacts among member states institgitiand the structures of the
candidate countries and for the forming of a commlatform in their daily work, as

well as in the popularization of best practicethis sphere.

| would like to express my conviction that the effoof the Economic Policy Institute
gained concrete results on the way of the accesdiBnlgaria to the European Union.

As a conclusion | would like to declare my instibutal support for the practical
implementation of the ideas and initiatives thisufa will generate. | do believe they
will contribute to the overall success and to tbgidal return of our countries in the
European Family.

I wish all the participants in the Summer Seminarcgssful and fruitful work!

Petar Kandilarov
Governor, Varna District
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PANEL: SOUTH EAST EUROPE AND THE PROCESS OF
EUROPEAN INTEGRATION | - AFTER SIGNING THE EU TREAT Y AND
BEFORE ENTERING NEGOTIATIONS

Challenges to Bulgaria till EU Membership

Hristo Georgiev

Director

Europe — | Directorate

Ministry of Foreign Affairs of the Republic of Balip, Sofia

Dear Madame Chairperson of the Economic Policyitlrist

Excellencies,

Ladies and Gentlemen,

It gives me great pleasure to be a part of therpragof this seminar and to enjoy its
friendly atmosphere. In my capacity of a diplomadl @an employee of the MFA, which

is a partner institution to the EPI in organiziimgstevent, | am honored to share with
you some views on Bulgaria’s accession to the Etlsome of the challenges waiting
ahead of us until the long anticipated and fultlfjed membership in January 2007. In
this sense | hope that my presentation would belyim

I would begin by reiterating that European and EAtlantic integration, joining the
European Union, and being part of NATO are therpiés of Bulgarian foreign policy.
This is a national position widely shared by allimpolitical parties of my country.
This is a long-term view on how my country percsiviself and its place within the
international scene. In this endeavor we are nfferént from our East European
neighbors and partners.

Here | would like to take the liberty to brieflyménd you the facts that led to the
signing of Bulgaria’s Treaty of Accession to the.EU

In the beginning of April 2004 my country officiglijoined NATO. In same year of
June, the negotiation process with the EU succiigsioncluded with all 31 negotiating
chapters finalized. It was acknowledged that Bu#as a democratic state with a
functioning market economy that enjoys macroecooastability. The GDP growth is
of nearly 5 % in the last several years. The pgwsds reduced by half as compared to
2001. Unemployment decreased from 18.1 % in 200&ds than 12 % today. In the
past few years, Bulgaria deepened its structurfrmes. Today, two thirds of the
country’s output is created by the private sectimpared to the over 50% five years
ago. Bulgaria is now more attractive for investorbe closer we are to the full EU
membership - the stronger the economy and the rbéte investment climate.
Employment opportunities are widening. Foreign dirmvestments register a stable
trend of substantial annual growth. For 2004 FDiengearly two billion euro.
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The European Council at its Summit on 17 Decemlo@d2velcomed the successful
completion of the negotiations with Bulgaria andemted its readiness to welcome
Bulgaria as EU member as of 1 January 2007. On@8 2005, after many long years
of relentless work in fulfilling the Copenhagenteria, Bulgaria and Romania officially
signed the Treaty in Luxembourg. Thus, my counttgiaed the status of an “active
observer” to the EU.

The process of Bulgaria’s integration into the Eldently slowed down to some extent
due to the parliamentary elections last June amd ftlowing, rather, prolonged

political consultations for forming the new govemmh However, the explicit

consensus existing between the parliamentary foocethe European integration of
Bulgaria was confirmed almost immediately after toastitution of the newly elected
Parliament. On 14th of July by an overwhelming mgjat adopted a Declaration on

its main priorities. The top priority is fulfillinghe obligations under the Accession
Treaty and adopting the related legislative actigh & particular focus on the rapid
reform of the judiciary system.

The new coalition government, a unique aspect ceneBulgarian history, considers
the EU membership of Bulgaria as its first and mimgtortant task. The Government is
determined to take all the steps and reforms napgs$sr becoming a member of the
Union on 1 January 2007 and to prepare for thécditfes and responsibilities that the
membership requires.

The new government accepts and addresses the nenespressed by the European
Commission and some Member States in the areashvetill demand action. As you
probably know, in June the EU Commissioner for Egdanent Olli Rehn sent a letter to
the former Bulgarian Government expressing criticia regard to insufficient reforms
in the areas of justice and home affairs, intellactproperty, environment and
agriculture. This letter has been studied with tieyuand a Plan of Action to overcome
these concerns has been outlined.

Let me briefly draw your attention on some decisteps that are going to be taken:

In order to speed up changes, the bills relatethéoaccession were placed on a fast
track legislative procedure so that the proposatspduced in the previous Parliament
were passed on to the new Parliament for a finptaal. A fast track procedure for
legislative and implementing measures is introdundtie administration, as well.

In particular the area of Justice and Home Affarene of a great activity. By the end

of September 2005 the new Penal Procedure Coda asd/ Administrative Procedure
Code, elaborated in close cooperation with the gema experts, will be adopted by the
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Parliament. A draft of a Civil Procedure Code skolok ready by the end of the year
and adopted by the middle of 2006. The decisiorwbether the Constitution should
also be amended to improve the pre-trial procedsir® be taken and the possible
amendments will become a fact by the end of the,ydepending on that is the
introduction of amendments to the Law on the Jadyci

As per the expressed concerns in regard to intadéproperty rights, a new law on the
regulation of the production and retail of opticdisks was adopted. Important
amendments in the environmental and agricultugiklation have also been submitted
to the Parliament.

The Plan of Action pays particular attention notyoto the adoption but also to the
implementation of the legislative acts, which isxsidered an important priority. For
this purpose the Parliament introduced recentlyeghanism that every peer review
shall be preceded and respectively followed by leegeports from the corresponding
ministers to the Parliament.

Strengthening the administrative capacity is angphierity. Although a general reform
of the civil service was introduced in the pastrgethe bureaucracy in my country still
needs to build up its competence and efficienoyark in line with the EUavis. A new
coordination mechanism, in accordance with ouwustaf an active observer, has been
elaborated.

As you could imagine all these steps are aimingesolve the still existing problems in
the above-mentioned areas. We hope that the twthcfuming Reports of the
Commission in October and next March would posiyieessess the steps undertaken.

| would conclude my presentation by sharing witlhu ymw Bulgaria perceives its role
in the SEE region.

Bulgaria is advocating an accelerated and compsahemnclusion of all countries of
South Eastern Europe in the European Union. Theppetive of becoming an EU
member should be extended without any exclusior Ebropean idea is a common
denominator embraced by all states, which for at fiime in a long history of
confrontation united them, made them look in theneadirection and work to
implement a common European model of social dewedy and international
behavior. Bulgaria is ready to assist those statése region that do not yet have the
official status of EU candidates and are hoping awdking hard to be qualified as
such. Bulgaria does not support an approach thatldvdraw new dividing lines
between the current enlarged EU, acceding counsiueh as ourselves and other
countries of the region. That is why we support itiea of adding pre-accession
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elements, instruments and programs to the ongoitadpilRation and Association
Process between the EU and the Western Balkans.

We contribute to the strengthening of the Europeenspective in the Western Balkan
countries by supporting them through all means éatin our disposal as an acceding
country. We have already signed agreements and kégrdom for cooperation in the

field of European integration with Croatia, Macew@pnSerbia and Montenegro and
Albania and are ready to fully implement them. @uatly, a memorandum with Bosnia
and Herzegovina is being prepared. Cooperation thitse countries has the potential
of efficiency based on the experience we have gainethe accession negotiations.
Shared understanding and knowledge of each othegigkboring countries also helps.

Bulgaria attaches great importance to the regiooaperation and the establishment of
exemplary good-neighbourly relations as a natiooammitment to the overall
European security and stability. We perceive itbash a cornerstone of European
integration and a conditiosine qua norfor resolving the issues that are common to
South Eastern Europe. Most importantly, regionapesation is not an alternative to
European integration but a vehicle for promotingl'tte countries in the region should
try to solve together problems like organized criamel related corruption. Democracy
and the rule of law are at the heart of the Eurogandards. On the other hand, a clear
Euro-Atlantic perspective for the Western Balkaosrtries is crucial for strengthening
the security and stability in the region. This isoaone of the most important lessons
learned during the Bulgarian chairmanship of theC83n 2004. During the last years
we have witnessed real progress in this field. Josla have a more secure, stable and
predictable region of SEE, which has as a commooméator the striving towards the
EU and NATO.

In its regional policy, Bulgaria attaches particul@portance to the implementation of
strategic infrastructure projects in South-Easteunope. The setting up of functioning
transport, energy and communication markets isygortant aspect of the strategy to
accelerate the European integration of the Balkans.

For the sake of saving time, | would not dare targo details with regard to the high
priority infrastructure projects that are on oueada. These are the Danube Bridge 2,
which should be ready by the end of 2008, conngdtie Bulgarian town of Vidin and
the Romanian town of Kalafat, the crude oil pipelBurgas — Alexandropulis, the gas
pipeline Burgas — Skopje - Vlora (AMBO), openingr@w border check points with
with our neighbouring countries among others. | jast mentioning them because |
hope that my colleagues from other Bulgarian mimstpresent here will familiarize
you in greater detail with the projects’ implemeiwa during the next two days of the
seminar.
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Thank you for your attention!
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The European Union: Present Challenges in a New Ctext

Maria Ligor

Director-General

General Directorate for the European Union
Ministry of Foreign Affairs, Bucharest

1. Introduction: a new European mood

The quasi-failure of the European Council that tptkce between 16-17 June, which
many view as one of the biggest setbacks in theryi®f the Union, does not merely
mirror the sense of frustration provoked by thenEreand Dutch “No” to the European
Constitution or the lack of progress in the finahcidossier. These are not
insurmountable failures and the fate of the Comstib or that of the financial package
is far from being sealed. The Union has at its absph more than a year to get to an
agreement on the financial package, while the tutstnal provisions of the
Constitutional Treaty would have been enforced aftgr 2009. In this context, one
can assume that the Union is not out of time imttempts to find the adequate formula
for a more democratic and flexible system of goaane.

The problems the EU is currently confronting havecmdeeper roots and the French
and Dutch “No” have been only an effect of muchfpuod causes, which built up in

time and were largely brought about by the inaptiit find a common stance regarding
the objectives and basic orientations of the Eumop®nion. Therefore, beyond the
financial package or the European Constitution,civipervade the political and media
discourse regarding the EU, there is a deeper @mublvhat is our concept of Europe?
What kind of Europe we envisage?

The concrete determination of the EU geographindl lastoricalcontour, treated, up
till now, with certain condescension especiallyhat political level, has come to the fore
of the debate regarding Europe, largely becauskeoéttitude of the public opinion on
the enlargement and because of the general migtrastnion stirs among its own
citizens.

The surfacing of two divergent opinions regardihg future of Europe clearly proves
the need to conceptually re-define the Europearotrfthe Union being only an
instrument, not an end in itself), which will logity facilitate the re-arrangement of the
priorities.
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Now, two visions seem to lead the battle for sumeynthe one of a market-based
Europe, and the one of a politically united Europesumscribed to a well defined
social model. Of course, a synthesis between tloetiieses is not impossible, and the
emphasis laid on competition inside the Union, waithignoring the sociahcquis,
might bring it about.

The recent debates regarding Europe have also lirabgut a mutation in the previous
pattern of alliance building between the 25 MemBgates. This is apparent in the
alliances regarding the financial perspectivesher dpinions regarding the process of
enlargement in general, and the attitudes towawlkely’s accession in particular.

The 10 new Member States seem to be much morealedito the European project
than “old Europe”, yet there are nuances to beidernsd, the so-called “old Europe”

encapsulating a variety of attitudes which makelialy quite impossible.

These considerations might look to be too genemdl @ven a divagation from the
concrete problems — the financial perspectives,rétiication of the Constitutional

Treaty, the continuation of the enlargement prode=sgond 2007, the beginning of
negotiations with Turkey and Croatia etc. — thaarban important influence on
Romania’s accession process. Of course, each sé thigbjects and their implications
on Romania will be discussed in this article, Y&t present “European mood” will have
a decisive role in their conclusion and the waythee being tackled with.

The festivity atmosphere which was characteristicEurope in May 2004 and its

immediate aftermath, caused by the landmark hcsibevent of the accession of 10
new Member States to the EU, 8 of them being forooenmunist states, has gradually
waned away being replaced by a more skeptical mdodh brings about new (or old,

but ignored) questions in the European debate. mondt of these questions require
intelligent and pragmatic answers.

Yet, although the mood has changed, the couple aitims which passed from the
summer European Council have showed that there isleep crisis” at EU level, that
its institutions function as they did before, witthdoosing any of their capacity to deal
with the bulk of daily work that constitutes, inctathe mainraison d’étreof the EU
decision-making system.

There are three major “leftovers” on the Union’sléa the Financial Perspectives 2007
— 2013, the Constitutional Treaty and the beginrohgegotiations with Croatia and

Turkey, although it is contentious whether the @st can be called a “leftover”, being
more complex and far-reaching than that.

2. The Constitutional Treaty: Waiting for revival?
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“In the foreseeable future, we will not have a diamson. That's obvious. | haven't
come across any magic formulae that would brirgpitk to life.”
Jose Manuel Barroso

As far as the Constitutional Treaty is concernée, present French and Dutch trends
may reverse only after the change of the politatiaé, as a result of general elections. It
is obvious that, during Jacques Chirac’s manddte, referendum will not be re-
organized in France.

Despite the common declaration of the heads of statl government in support of the
Constitution and for the continuation of the rasfiion process, it is, nevertheless,
obvious that this declaration represents thaximumthe EU Member States are
disposed to do together regarding the Constitutiime summitconcluded that the
timetable for organizing the referendum should be individual decision of each
Member State. In this context, Ireland, Denmarle @zech Republic and Portugal
announced the revision of the timetables regarthiegorganization of theeferendum
Finland and Sweden also announced the postponerht ratification, though it was
through parliamentary vote, not by referendum.

Luxembourg was the notable exception in maintainthg initial date for the
referendum, and, although this decision might Hae&ed to many a political gamble,
its positive conclusion, materialized in a “Yes” toe Constitutional Treaty, bears
significant symbolic importance.

The reflection process, set out at European lewajht prod the process of European
construction, as long as the politicians will usis bpportunity to lend a more attentive
ear to the citizen’s wishes.

Moreover, the Constitutional Treaty definitely lackthe proper “marketing” within the
Member States. It was obviously not well enoughmpted, and the effects were the
ones we all know. The ill-thought promotion camaigpt only failed in persuading the
voters to say “yes”, but also backfired and gawedpportunity to its opponents to rouse
all the possiblegphobiasdormant within the European citizen. In order tmceed on
issues related to the EU which have to receive lao@pproval, the European leaders
should become more persuasive, and to do so they maalize that an idea has also to
be sold and therefore effectively advertised.

3. The Financial Perspectives: are there any perspives to reach an agreement?

! Quoted inThe EconomistCrisis, what crisis?” , Septembef 2005
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The negotiation of the Financial Framework 2000+2commenced in February 2004,
once the proposal of the European Commission whabsped. On 22 April 2005, the
European Parliament adopted a resolution on tlepgsal, based on its own report.
During the Irish (semester | 2004) and Dutch (seeme8 2004) Presidencies, the
technical aspects of the Commission’s proposal vaeyzed in detail by all parties
involved, but political progress was modest. Moeggwvthe six net contributors —
Germany, the Netherlands, Austria, Sweden, GregiBrand France — asked for a 1%
ceiling of expenditure of the GNI (about 815 bitli&uro for the 7 years), compared to
the initial proposal of the Commission, which mens 1,24% of the GNI (about 1,021
billion Euro). The 1% ceiling was rejected by ItaBpain, Portugal, Greece and most of
the new Member States.

The Luxemburg Presidency sought to find a compreratgolitical level, especially by
making various proposals meant to satisfy all thenMer States. At the summer
European Council of 2005, no agreement was reachdtie EU financial framework.
The main differences were caused by the Britislateelnd by the UK insistence on the
reformation of the Common Agricultural Policy.

The British Presidency stated that the conclusibrihe negotiations on the future
budget is a priority for the UK. It also announcduat it will make public its
compromise proposal only after the round of negjotia, which will take place in the
interval 15 July and 23 September 2005 betweem#raber and acceding states.

The failure in reaching a conclusion at the Decanitheopean Council is particularly
risky for the new Member States, since they mightt Ime able to fully engage the
European funds. Both the European Commission amdVikegrad Group (Poland,
Hungary, the Czech Republic and Slovakia) urgedBhigsh Presidency to speed up
the initiatives for finding a compromise.

For Romania, the situation is not that pressingfamsas the financial package is
concerned. For Romania and Bulgaria, the Finarfeiamework 2007-2013 will be
directly applicable starting with 2010. For thesfithree years after accession, Romania
benefits from the sums incorporated in the Findneackage 2007-2009, established
during the accession negotiations and includetiénAccession Treaty. Depending on
the results of the negotiations, in the intervad26- 2013, Romania will be allocated
28-31 billion Euro. We hope that the fund programgnivill be timely concluded for
their successful use beginning with 1 January 2007.

4. The Enlargement Process

4.1. Croatia: well-prepared, yet rejected
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The problem of the “limits of the Union” will be #te “core” of the reflection process,
not only in academic discussions, but also at ipalitand common citizen level. The
enlargement beyond the present EU borders becaniecerasingly sensitive theme,
and the national politicians will try to gain maxim profit out of it.

The summer Council conclusions mention the Uniosigport for enlargement,
affirmed (and re-affirmed) at the European Councflsdune and December 2004, and
emphasize the importance of implementing the comanits assumed in this respect.
Although there is direct reference on Romania anlgy&ia, Turkey and Croatia are not
mentioned.

As far as Croatia is concerned, we are confronéinguite unprecedented situation.
Although well prepared from an economical pointvadw (ahead of any EU aspiring
country from the Western Balkans), on 16 March 20@5Union decided to postpone
the launching of negotiations for EU accession Witbatia, which constitutes a novelty
in the Union’s history. The decision was motivabgdthe refusal of the Croatian part to
fully cooperate with the International Criminal Buinal for former Yugoslavia (ICTY).

At the General Affairs and External Relations Cou(GAERC) of 13-14 June 2005,
the EU foreign ministers decided that another tlaefour months are needed to asses
whether the negotiations are or are not to be apefReedeadlineis closing near. The
efforts of the Croatian authorities in solving tBetovina case are considered rather shy
by the ICTY officials, despite the drafting, by tloatian government, of an Action
Plan for solving it.

At the GAERC of 18 July 2005, the British Presidemresented its proposals for
dealing with the Croat dossier. The strategy entag continuation of discussions at the
level of the Task Force EU — Croatia. Accordingtsaconclusion, and after consultation
with the chief prosecutor of the ICTY, the adoptafra proposal will be recommended.
At GAERC of 3 October 2005, the EU will once aga&xamine Croatia’s bid for
opening the negotiations with the EU. The ICTY wal&y an essential role in taking a
final decision.

4.2. Turkey: if not accession, what else?

Probably the subject which attracts most of thesipasand heats the debates on
enlargement is the accession of Turkey. On theoéwbe date supposed to mark the
start of negotiations with Turkey, the situationfas from being settling both for the
British Presidency, which is strongly committedojpening the negotiations during its
mandate, and for the Turkish authorities, who mgg# once again that their endeavors
led to nothing. By the time this article is pubksh we will know for sure whether
Turkey is a negotiating country or not. Yet, evémegotiations will be launched, the
negotiations framework might be amended and newlittions added. They might even
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mention a privileged partnership as a substituteabzession, a mention that would by
no means satisfy Ankara. By contrary, it might &ambunt to a downright rejection of
Turkey’'s EU aspirations.

We will not enter now all the intricate details dlirkey’s bumpy course towards
accession. A couple of recent events are worth ior@ng: Turkey’'s declaration on

Cyprus and EU’s counter-declaration and the Austgeoposal on the amendment of
the negotiations framework.

Turkey’s unilateral declaration, additional to thekara Protocol on the Extension of
the Custom’s Union on Cyprus, mentions that Turkeyuld recognize Cyprus only
after a settlement over the whole island is reackdls counter-declaration, finally
agreed upon on 21 September 2005, specifies th&eywwannot accede to the Union
unless it recognizes Cyprus.

On the 29 June 2005, the European Commission pezséme Negotiation Framework
with Turkey, which contains the main action linekiethh will guide the negotiations
process. The document the Commission presentedeigmiost rigorous till now. It
proposesenchmarksoth for the opening of negotiations, and for tiegotiations of
each of the 35 chapters (compared to 31 of theigurewvave of enlargement). The
open ended character of the negotiations procetis Tirkey is maintained (which
entails that the opening of negotiations will nacessarily lead to accession). It
contains many safeguard elements, which can leadhilt in the negotiations process
in case there are serious breaches of the humhts rig other derailments from the
democratic values and principles (besides the beadks for the opening/closing of the
negotiating chapters, there is the safeguard clalmeses and permanent derogations in
the fields of the movement of labor, agriculturalipy and cohesion policy).

The Draft Negotiation Framework presented by then@dssion on 29 June has to be
endorsed by the Member States before the launafimggotiations. The discussions
held to the moment point to an overall agreementtlms text proposed by the

Commission on 29 June. Yet, the debates over timen@ssion proposal were not short
of wrangling, mainly over the open ended charasteéhe negotiation process — Austria
proposes a special EU — Turkey partnership insdé&al membership), the recognition

of Cyprus (sustained, besides Cyprus, by France) tae implementation of the

Additional Protocol to the Ankara Agreement (Cyprughese disputes might result in
the amendment of the Negotiation Framework, byraglélirther conditions for Ankara,

before opening the accession negotiations.

The recent arguments around Turkey's case — whiehsaongly influenced by the

events that took place since the European Counainst of December 2004, when
Turkey was promised the beginning of negotiatior8ddctober 2005 — create a Turkish
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complex in regard to its relation to the Europeamod. This complex — also present, to
some extent, in Croatia, especially among the @djm — is caused by a sense of
unfair and unequal treatment, prompted by the afiposoften politically opportunistic
in nature, of some European political leaders tk&yis accession.

The consequences of another delay in the launcbfngegotiations or the further
adding of conditions in the Negotiation Frameworigim be, this time, the straw that
broke the camel’s back. At least it results so ftbenrecent declarations of the Turkish
authorities. A reorientation of Turkey might proéumportant geopolitical shift and we
consider that it would be a major strategic losstifie European Union. The Turkish
threats, whether bluffs or not, might lead, if pmto practice, to a political
reconfiguration of the region whose effects inltreg term are hard to asses.

As we mentioned in the introduction, the Europeaodhihas drastically changed lately
or at least this latent feature became manifesh whe events in France and the
Netherlands. The hassle Turkey is facing latelglgsely linked to the new political
atmosphere at EU level. The elections in Germansevpeoof of how sensitive, and
politically profitable, the subject might be. Tuykplayed a central role in the election
confrontation in Germany, yet the results show that specter of its accession is not
dreadful enough to bring to power those who prortodaock it.

The Turkish case might influence the accessionarh&ia and Bulgaria, in particular,
and the enlargement process, in general. Many efBHd citizens, and some of the
European political class, seem to blame all tieetiile Union is currently facing on the
process of enlargement. They seem to believe tiditienal accessions might provoke
an EU indigestion. And Turkey seems to epitomizg fieeling. Yet, it is dangerous and
even irresponsible to blame the enlargement, whids one of EU’s biggest
achievements, above all in promoting prosperity spicading the democratic values,
for the identity crisis the Union is passing thrbuat the moment. Problems are not
meant to be solved by giving up great projects.
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PANEL: SOUTH EAST EUROPE AND THE PROCESS OF EUROPEAN
INTEGRATION Il - STABILIZATION AND ASSOCIATION AGRE EMENTS

Albanian Progress in the Stabilization and Associan Process —
Main Challenges and Prospects

Fatbardh Zenelaj

Head of Justice and Home Affairs Unit
Department of European Integration
Ministry of European Integration, Tirana

1. Development of Relations Between Albania and the Eopean Union

Diplomatic relations between Albania and the Eueawp&nion were established in
1991. The most important event in the relationsvbenh Albania and the European
Union came a year later, on 11 May 1992, with tignisg of the Trade and

Cooperation Agreement, including a joint statenmmipolitical dialogue, which came
into force on 1 December 1992.

In spite of its limited scope and content, thiseggnent is one of the most important
contractual documents Albania has signed in thé¢ gasade, and brought Albania
closer to the European Union. During the same derikdbania was included in the

General System of Preferences (GSP), which repieseergeneral regime of trade
preferences that the European Union offers togelaumber of countries with which it

has contractual agreements.

The Trade and Cooperation Agreement of 11 May Etbled Albania to benefit from

the funds of the PHARE programme, marking an ingmrtstep forward in the

restructuring of EU assistance to Albania, in a benof areas that coincided with the
reforms that were under way in the country. In peeiod from 1992 to 2000 Albania
was given substantial aid and assistance in timeefnsork of this programme.

In 1996, Albania was close to signing a new comti@cagreement with the European
Union, which would open the way to a classic asg@n agreement. But the contested
parliamentary elections of May 1996 and the protbfinancial and social crisis in the
early months of 1997 following the collapse of gh@amid investment schemes caused
all initiatives of this kind to fail.

The political developments of that period in vadooountries of the region, the
disintegration of the former Yugoslavia and the syaace of a series of new states with
different parameters from those of Central Eur@aeised the European Union to adopt
a special approach to the Balkan countries in 188l6ed the Regional approach.
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At that time, the General Affairs Council definedseries of political and economic

preconditions that the Balkan countries neededdetrto develop and strengthen their
relations with the EU. These criteria are relateddspect for democratic principles,
human rights and freedoms, setting up and strengtbehe rule of law, protection of

minorities, development of a market economy, amgibreal cooperation.

Although oriented to help strengthen democracyrafmms in the respective countries,
this EU policy failed to achieve the predicted fessuDramatic developments in the
region and tragic events in Kosovo, which “trauzed” the international relations

system and increased the pressure to find new \@ags means to accelerate the
integration of South Eastern Europe into EuropeaiotJstructures.

2. The Stabilization and Association Process

In May 1999, the European Union approved a newainie involving five Balkan
countries: Albania, the Former Yugoslav Republic Macedonia, Croatia, Bosnia-
Herzegovina and the Federal Republic of Yugoslacalled the Stabilisation and
Association Process (SAp). Albania was part of giscess from the beginning. This
process aims at establishing closer relations liwiae European Union and the
respective countries through Stabilization and Aggmn Agreements (SAA).

In November 1999, the European Commission wroteeasilbility study report on
starting negotiations with Albania for signing dfet Stabilization and Association
Agreement, which came to the conclusion that Alaatid not meet the conditions for
such an agreement.

The possibility for Western Balkan countries tonjothe European Union was
strengthened after the Feira European Council, ineldne 2000, which decided that all
the countries involved in the Stabilization and @sation Process are potential
candidates for accession to the European Union.

In November 2000, a meeting of the countries inedhin the Stabilization and
Association process was held in Zagreb where thred@an Union decided to intensify
its cooperation with Albania by forming the EU-Atba High Level Group. The
purpose of this group was to assess Albania’s dyp@accarry out the obligations for a
Stabilization and Association Agreement with thedpean Union. The EU-Albania
High Level Group held three meetings in Tiranathet end of which the European
Commission compiled an evaluation report, idemidyithe process and areas for
improvement. The report concluded that althoughetlae still things to be done with
regard to the fulfilment of obligations stemmingrfr the Stabilization and Association
Agreement, the potential for opening negotiatianghe best way to keep up the pace of
political change and economic reform in the courfigr this purpose, the Commission
reached the conclusion that it is time to procedth & Stabilization and Association
Agreement with Albania.

26



In June 2001, The Council of Ministers of the Ewap Union approved the
Commission’s report and requested a draft-mandatesfarting negotiations with
Albania before the end of the year 2001. In conftyrwith the requirements of the
Council, in December 2001 the European Commissidmméted the draft-mandate to
the Council regarding negotiations on a Stabil@atind Association Agreement with
Albania. The Council also decided to set up an HbbAia Consultative Group.

The draft-mandate for negotiations, prepared andsgmted by the European
Commission, was discussed on a technical levehbyEuropean Union member states
from January to July 2002. The General Affairs Guluof the European Union, in its
meeting of 21 October 2002, decided to open nemis with Albania. The
negotiations were officially opened by the Presid&rithe European Commission, Mr.
Romano Prodi, on the 31 January 2003.

The aim of the Stabilization and Association Agreeinis to establish political and
economic stability in the candidate state. It i®gmely for this reason that this
Agreement contains favourably asymmetrical oblayai

In order to become a party to the Agreement, Albanust meet the criteria established
by the European Council of Copenhagen in June 1B88se are criteria of a political
and economic nature. On the one hand, they rethatethe state which is a candidate
for integration must guarantee democracy, the aildaw, respect for human and
minority rights and on the other hand, have a nmagkenomy in place able to cope with
competitive pressure from the European common rhatlastly, the candidate state
must be able to meet the obligations coming from ‘Bicquis communautairethe
legislation of the European Union.

The general framework of the Stabilization and Assiton Agreement is made up of
four pillars: political dialogue and regional coog@on, trade provisions on the
progressive liberalization of exchanges until tistablishment of a free trade zone
among the parties, community freedoms, and lasthgperation in priority areas,
especially in the areas of justice and home affairs

For the realization of the objectives of the Siahtion and Association process and of
the Stabilization and Association Agreement, the dférs financial support through
the Community Assistance for Reconstruction, Dewalent and Stabilization
(CARDS) programme, which replaced the PHARE and OBN programmes, under
regulation No. 2666/2000 of 5 December 2000 ofGbancil of the European Union. In
the period 2001-2004, EU assistance to Albaniahim framework of the CARDS
Programme amounted to approximately € 180,000,000.

3. Albanian Institutional Structure for European Integ ration and Its Powers
a. Inter-ministerial Committee for European Integratio
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. The inter-ministerial Committee for European Intgm is the highest
institutional structure responsible for conductimgnd monitoring the entire
integration process in Albania

. This Committee is chaired by the Prime Minister aadcomposed of the
Ministers and senior officials from other centradtitutions
. The Inter-ministerial Committee for European Intggm meets twice a month,

to discuss the most important issues related t&tliepean integration process

b. The Ministry of European Integration

b/1 The Department of European Integration:

. Coordinates and monitors the whole Stabilizatiod &ssociation process as
well as the negotiations for the Stabilization &sdociation Agreement

. Coordinates and monitors the process of preparatohimplementation of the
Strategy for European Integration

. Leads the work of the EU-Albania Joint Working Gosuand monitors the
activities of the working groups in the context tbe Stabilization and Association
process

. Is responsible for negotiating, programming, cooating, and monitoring the
implementation of the CARDS Programme

b/2 The Department of Legislative Approximation:

. Coordinates, monitors and analyzes the progressthef process of the
approximation of the country’s legislation with thaf the European Union, keeping
regular institutional contact with line ministriaad other central institutions

. In cooperation with line ministries and other cahinstitutions, develops the
National Plan for the Approximation of the Albanikegislation to that of the European
Union, and checks the implementation of this planwall as other programmes related
to the European Partnership

. Assesses the compatibility of normative draft goisposed by line ministries
and other central institutions with EU legislatioAn accompanying report must
describe the degree of approximation and contdereeces to relevant legislation and
European Community jurisprudence

. Coordinates work and helps line ministries and ottentral institutions to
develop the necessary legislation, with the ainfudfflling the obligations stemming
from the Stabilization and Association Agreement

. Confirms the translation of fundamental documemisessary for the process of
the approximation of the local legislation to tbathe European Union

c. The SAA Team of Negotiators
« The Minister of European Integration is the Chiefgdtiator of the Albanian
Government
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« The team of negotiators is made up of represeetitom all line ministries
and other central institutions

« The team of negotiators is responsible for the dioation, monitoring and
implementation, within their own institutions, aftevities for all sectors related
to the Stabilization and Association process

d. The Legislative Approximation Working Group

* This group was created by Order of the Prime Mamnist. 26, dated 27.02.2001,
with the aim of coordinating the actions of linenmstries and other central
institutions, which, headed by the Department ofjitkative Approximation,
have the responsibility to oversee the processgs$liative approximation

 The group is responsible for the application of tmethodology for the
approximation of local legislation tcquis communautaire

* The group is composed of Heads of the Legal Deantsnof line ministries and
the other central institutions

e. The Ministry of Foreign Affairs — The General Depatment of Euro-Atlantic
Cooperation:
* Is responsible for promoting, recognizing and suppg the Stabilization and
Association process at the highest political lew¢lghe European Union
* In the context of Foreign Policy, the Ministry obreign Affairs is responsible
for increasing and strengthening political dialoguth member states and other
countries, in support of the Stabilization and Asstion process

4. A Short History of the Ministry of European Integration

The intensification of relations between the Eussp&nion and Albania highlighted
the need for a new structure that would coordiaate monitor the process of Albania’s
integration into the European Union, in conformityth the political and technical
requirements of the process of Albania’s approxiomato European structures. For this
purpose, in October 2001, new structures were [zethe State Minister of Integration
and the Department of European Integration, whiobwers directly to the State
Minister of Integration. These new structures waeated in response to the demand of
the European Commission for a partner structureatoy out talks with the Albanian
Government.

In addition, this structure was also set up to dgth issues related to the integration
process, preparation of the country for the operahgegotiations, the negotiations
themselves, the signing and monitoring of SAA immpdatation.

Intensification of the integration process and esien of areas of cooperation between
Albania and the European Union reached an advasizape with the opening of the
EU-Albania SAA negotiations. Increased administ@tapacities and human resources
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were deemed essential for better coordination arwhitoring of reforms and

engagements carried out by the Albanian state. Bt¢ also recommended

strengthening the Ministry of European Integrationorder to meet the political,

economic and legislative criteria. (The recommeiogiatlvas made in the 2002 and 2003
Stabilization and Association Reports, and in uaimeetings of the Task Force.)

For this purpose, the Ministry of European Inteigratwas established in 2003, with
two important departments: the Department of Eumopdntegration and the
Department of the Approximation of Albanian Legigla to that of the European
Union. Both departments ensure the coordination amshitoring of the SAA

negotiation process, dialogue between Albania &edBU (in the framework of the
joint EU-Albania structures) and the process oinfarization and approximation of
Albanian legislation to that of the Community. Idd#ion, the Ministry of European
Integration is responsible for programming, cooatimy and monitoring the
implementation of EU aid and other forms of assistagiven to Albania in the
framework of the CARDS Programme. This functiortasried out by the community
assistance sector, at the Department of Europeegration within the Ministry.

5. The Mission and Activity Areas of the Ministry d European Integration

The mission of the Ministry of European Integratimmto carry out the technical
management and coordination of the process of ratieg of the Republic of Albania
into the European Union, by approximating the Idegislation to that of the European
Union and by developing integration policies, caoating financial aid and informing
the public about the process.

The Ministry for European Integration carries d following activities:

Coordinates and monitors:

» Preparatory work done and commitments made by Adimamstitutions in the
framework of the Stabilization and Association Agreent

e The joint work of the line ministries and other trah institutions for the
development of national plans for European Parhigyrsvith a view to realizing
the objectives set in the framework of the Europetagration process

 The progress of the process of legislative apprakon with that of the
European Union, by keeping regular institutionaiteat with line ministries and
other central institutions. Also, it helps the lin@nistries and other central
institutions to develop the necessary legislatwith the aim of meeting the
obligations that stem from the Stabilization angd@ation Agreement

« Community aid to the Republic of Albania (The CARDogramme, the
Neighbourhood Programme, TAIEX, as well as othémpambgrammes that might
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be offered to the Republic of Albania), accordingAibanian priorities, in the
framework of European Integration. Also the Minysaf European Integration
follows the signing of agreements on EU financiad & Albania, in the
framework of these programmes

Prepares:

* The methodological mechanisms necessary to fdeilitae implementation of
sectoral reforms stemming from the negotiation amglementation of the
Stabilization and Association Agreement

* In cooperation with line ministries and other cahiinstitutions, the National
Plan for the Approximation of the Albanian Legigtat with that of the
European Union and checks the implementation &f Bian as well as other
plans related to European Partnership

Evaluates:

* The compatibility of normative draft acts propodsdline ministries and other
central institutions with European Union laws. Accampanying report must
describe the degree of approximation and contaferaeces to relevant
legislation and European Community jurisprudence

« Confirms the translation of fundamental documermisessary for the process of
the approximation of local legislation with thattbé European Union

Takes part in:

» Activities of the working groups, set up by othéats institutions, engaged in
the development of various programmes for the natgon of the Republic of
Albania into the European Union

* Exchange of data and organization of meetings atnitional, regional and
international level, in the framework of the Eurapentegration process

* Monitoring and reporting of the implementation detEuropean Commission
recommendations, that come out of joint meetings Wie European Union, at
various levels

6. EU-Albania Joint Structures and Monitoring Instrume nts

The most important joint structure with the Eurapé#nion is theJoint EU-Albania
Consultative Group. This group meets three times a year and monidibania’s
progress in the implementation of reforms. Sotfas group has had eight meetings, the
first on 18-19 October 2001, the second on 6-7 K&@02, the third on 19 June 2002,
the fourth on 13-14 November 2002, the fifth onZZ4March 2003, the sixth on 24
June 2003, the seventh on 7 November 2003 andghthen 23 April 2004.
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The meetings of the Joint Consultative Group addtbe progress of reforms in all
areas, such as:

- The stability of the institutions that guamatdemocracy, the rule of law, human
rights, respect and protection of minorities, gaethtions with neighbours and a
consultative policy in the region

- A fully functioning of the market economy, yatization of strategic sectors,
improvement of the fiscal system and the ability dope with the pressure of
competition from market forces within the Européamon

- The ability to fulfil obligations that come thi full membership, including the goal
of achieving political, economic and monetary union

The meetings of the Task Force are guidedlbyt Recommendationsthat reflect
discussions in previous meetings, and the probiemsasues raised that require a
solution, accompanied by clear timetables for tHelfiment. The monitoring and
timely implementation of these recommendationshés main focus of the Ministry of
European Integration as the body responsible fardinating and monitoring this
process, in cooperation with line ministries anel Team of Negotiators established for
this purpose.

Another monitoring structure is ti®int EU-Albania Committee, a body set up in the
framework of the 1992 Trade Agreement and Econanat Trade Cooperatiomhich
deals with the progress made by the Albanian ingtits in the course of a year in the
areas covered by the Agreement, such as trade,omgoninfrastructure, and
approximation of the legislation.

The Committee haseveral technical working groupsthat examine issues related to
the infrastructure, economy, finance, customs amxation, legislative approximation,
and agriculture. These groups meet once a yeadiandss the progress made since the
last meeting.

Another instrument for checking the reform procesaeAlbania ishe Annual Report

of the European Commissionon Albania and the Stabilization and Association
process. These reports provide a realistic andlel@tdescription of the state of the

country in all aspects, political and economic, amake suggestions for improvements
in the areas that need more attention in the ngxbdnths.

This year’s report on the Stabilisation and Asdamaprocess pointed out that for the
first time ever, the European Commission adoptecEtiropean Partnerships for the
Western Balkans,inspired by the Accession Partnerships that hetpedidate countries
in their accession to the European Union. The psestnps are based on the Annual
reports of the countries of the Stabilization argkdciation Agreement, are prepared in
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conformity with the specific needs of each counémygd determine the priorities for the
short-term (12-24 months) and medium-term (3-4g)ear

Modelled after the Accession Partnerships whichpéxtl the Eastern European
countries’ accession to the European Union, thase@rships will help governments to

focus their reform efforts and available resourcdere they are needed most. The
responsible authorities are expected to respotitigaocument with a detailed plan for
the implementation of the European Partnershipripigs, by establishing concrete

measures and an action plan, and by showing whaahwand financial resources will

be available for the fulfilment of these tasks.oRties identified in the European

Partnerships will also affect the financial aidevffd by the European Union.

7. EU-Albania Negotiations for the Signing of the @bilization and Association
Agreement (January 2003-June 2004)

On 21 October 2002, the Council of General Affaitshe European Union authorized
the European Commission to open the negotiationth&signing of a Stabilization and
Association Agreement with the European Communityl dhe European Union

member countries. The EU-Albania negotiations er $igning of the Stabilization and
Association Agreement between Albania on the one@dhaand the European
Community and the European Union member countrreshe other, were officially

opened on 31 January 2003. A schedule was estathlghone political round and two
technical rounds of negotiations. So far there hbgen 11 rounds of negotiations,
including four political and seven technical. Mapecifically, the titles and articles
discussed in these negotiations were:

The first political round of negotiations was held in Tirana on 13 Febru@§3and
focused on Articles 1-15, as follows:
1. Preambleto the draft Stabilization and Association Agreetrend its Article 1
2. Title 1 “General Principles” - Articles 2-7
3. Title 1l “Political Dialogue” -, Articles 8-11
4. Title Il “Regional Cooperation”- Articles 12-15

The provisions of the “General Principles” estdblihe main preconditions for the
implementation of the Stabilization and Associatidgreement, such as respect of
democratic principles and human rights, compliawdé international principles and
strengthening the rule of law, and the principlésaofree market economy. These
principles not only form the basis of the interaatl external policies of the parties, but
because they are the fundamental elements ofghe®iment, they are also mandatory.

The first technical round of negotiations was hahd25 March 2003 and included the
following chapters of the draft agreement:
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« Title V, “Freedom of movement of workers, servicesand capital™-
Articles 46-56

* Chapter IFFreedom of movement of workers™ Articles 46-48

» Chapter II"The right of establishment”- Articles 49-56

* Annex V“On Financial Services”

These articles address the equal treatment of Adbamworkers with community
workers, seeking to provide workers with legal emgpient in order to avoid any sort
of discrimination based on citizenship, working @bions, remuneration or dismissal.
The right of establishment addresses the developmiea legal framework on the
establishment of Albanian and community companigk veciprocal rights, as well as
the facilities these companies will have in thepessive markets, with the aim of
avoiding any kind of discrimination. In additiomig chapter contains issues related to
the possibility of reciprocal recognition of progemnal qualifications and exercising
reciprocal activities in given areas.

The second technical roundof negotiations was held on 14 — 16 May 2003 and
examined the following issues:

* Chapter llI"Freedom of provision of services”- Articles 57-69

* Chapter IV*Current payments and capital movement”— Articles 60-62

* Chapter V‘General Principles” — Articles 63-69

* Annex VI “Union citizens benefits from real estate”

* The land transport protocol

These articles seek to ensure the provision ofics\vn border areas. In order to realise
such a freedom, it is necessary to have free monewwfethe people and personnel
necessary for providing the services, or for cotidgdalks to enter into agreements for
this purpose.

Articles 60-62 on current payments and capital moemt aim to liberalize direct
investments. This is important for the developna@he country and is mandatory for
both parties, because it provides benefits andshsetpbilize the financial system.
Articles 63-69 are standard provisions that reguéahployment, entry into the country,
and provide justification for the restrictions imetexercise of the four freedoms of the
single market.

Article 59 covers the provision of transport seeg@nd, in addition, provides a specific
protocol on land transport. This article deals witle conditions of general land
transportion of goods. Other conditions regardihg provision of transit transport
services are dealt with in the Protocol. The funeiatal elements of these services are
linked with the total liberalization of the secttihhe same as in the area of international
law. Also, this point deals with road safety ansipect of environmental standards. The
same article foresees the liberalization of altrietions on maritime traffic and the
conditions for the liberalisation of air transpsetrvices.
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The second political round of negotiationswvas held on 25 June 2003 in Brussels,
addressing issues related“flustice and Home Affairs” —Title VII (Articles 78, 81-
84).

This title relates to the strengthening of the rafelaw and institutions, as well as
cooperation in the fight against terrorism, moneynidering and other criminal
activities. In order to create a European spac&asddom, security and justice, the
parties to this agreement will cooperate in the arevisas, border control, asylum and
migration, and will establish a collaboration framuek at the regional level, taking into
account other initiatives in the field.

With regard to the visa regime and border conttbis article provides for close
cooperation and coordination, providing also faht@cal and administrative assistance.
The cooperation will focus mainly on Asylum withethim of ensuring compliance with
the Standards of the Geneva Convention (28 July b®5the Refugee Status) and with
the New York Protocol (1967), as well as in thddfief legal migration by regulating
admission of people, their status on the basik@ptinciple of non-discrimination from
the citizens of the host country and by promotimtggration policy.

The third technical round of negotiations was held in Tirana on 16 July 2083Title
IV “Free Movement of Goods,”and Chapter lindustrial Products” - Articles 16-23
of the draft agreement.

The chapter deals with provisions on industrialdoicis, agricultural produce and
fisheries, of Albanian or European Union originddarms the basis for the creation of
a free trade zone with the European Union. Thigement aims to create a free trade
zone between the partner countries during a tiangperiod and foresees the stages for
the opening of the Albanian market to European Wreaports during the transition
period, with the aim of consolidating the Albaniagonomy in these areas, the
protection of consumers, stimulation of businessd, @her sectoral policies.

The fourth technical round negotiations was held on 18 September 2003, ind8isis
and continued on Title IVVFree Movement of Goods” as well as the Chapter on
“General Provisions” - Articles 32-42 and 45.

Chapter Ill deals with dumping and subsidies pcasti state monopolies on the trade of
goods as well as general protective clauses. Téntistes cover the trade of industrial,
agricultural and fishing goods between the pawdigd aim to eliminate customs, duties,
measures and quantitative restrictions on imparexports after the Agreement comes
into effect.

The third political round of negotiations was held on 5-6 November 2003, in Tirana,
and continued on Title IVFree movement of goods”’and Chapter II'Agriculture
and Fisheries”- Articles 24-31.
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These articles deal with agricultural produce asHefries, which are considered to be
sensitive products by the negotiating parties. hdep to protect these products,
negotiations focused on establishing some tramsitideadlines.

The fifth technical round of negotiations was held on 22 January 2004 anidded
talks on Title VI“Legislative Approximation and Implementation and Competition
Rules” — Articles 70-74.

More concretely, the negotiated articles deal witime key issues of a single market
between Albania and the European Union, and pyigsgues in the approximation of
Albanian legislation to community law. These issuwtssal more specifically with
‘Consumer Protection’, ‘State Assistance, ‘Intdiled, Trade and Industrial Property’,
‘Public Procurement’, ‘Standardization, Metrologgccreditation and Conformity
Evaluation’ and ‘Working Conditions and Equal Oppaities’.

In this round of negotiations, the parties alsocuised the specific regimes to be
applied in the trade of wines, alcoholic beveramed processed agricultural produce.

The sixth technical round of negotiations was held on 15 — 16 March 2004 iranga
and focused on Title VIICooperation Policies” - Articles 85 — 110.

According to these articles, the parties will cagpe on economic and trade policies,
statistics, banking, insurance, and other finans@avices, financial control, promotion
and protection of investments, industry, small- ametlium-sized enterprises, tourism,
agriculture and the agro-industrial sector, fisb®ri customs, taxation, social
cooperation, education and training, cultural coapen, audio-visual cooperation, the
information society, electronic communications asfructure and related services,
transport, energy, environment, technological neseand development, regional and
local development, and public administration. Thevedlopment of these policies
demands first and foremost the alignment of Albanlagislation to community
legislation.

The fourth political round of negotiations was held on 22 — 23 April 2004 and
included:

* Chapter VII“Justice and Home Affairs” — Articles 78-84

* Chapter IX*Financial Cooperation” - Articles 111-114

* Chapter X‘Institutional, General and Final Provisions”- Articles 115-135
The articles on justice and home affairs relatethie cooperation in the area of
movement of people, visas, border management, rasghd migration, prevention and
control of illegal migration, readmission, combatiterrorism, money laundering and
illegal drugs, preventing and combatting organizeche, as well as cooperation in the
area of weapons of mass destruction.

The institutional provisions of the Agreement cotlee setting up and functioning of
institutions such as the Stabilization and AssamatCouncil, the Stabilization and
Association Committee and the Stabilization ando&ggion parliamentary Committee.
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These committees oversee the implementation ofStadilization and Association
Agreement. The Stabilization and Association Cduisccomposed of members from
the two parties [European Union (Council+Comissiandl the Albanian Government],
is headed by one representative from each party wotational basis, operates on the
basis of the equality principle and determinesrties that govern its functioning.

Decisions are unanimous and binding for both parfiéne role of the Stabilisation and
Association Committee is to assist the Council @ndill be composed of members
from both parties [European Union (Council+Comnas3i and the Albanian

Government]. The Stabilisation and Association Baréntary Commission is

composed of MPs from both the Albanian and Euroftatiaments.

The seventh technical roundof negotiations was held on 28 — 30 June 2004e-It r
examined two protocols, one 6fihe Origin of Goods” and the other ofMethods of
Administrative Cooperation and Reciprocal Administrative Assistance on Customs
Issues,”also negotiated previously in the fourth technroaind, in September 2003.

In this round the parties also negotiated Articl® 4Anti-Fraud,” which aims to
coordinate the parties in their fight against iulegties and fraud in the customs
system, by clearly defining the procedures to bovied, to ensure administrative
cooperation between the European Union and Albartias area.

The party representing the European Union evaluttechdministrative capacities on
the ground, as well as and the customs officersiwkaedge of origin rules and
classification of goods, as well as other issue®iEl by the protocols.

Meanwhile, there have been held so far and thettetgbhnical round of negotiations
(on October 21, 2004) focused on the fishery antt@algure productsthefifth official
round of negotiations(on November 26, 2005), focused on the agriculpraducts,
Protocol on vine and alcoholic products etc; thkeventh technical roundof
negotiations (on February 23, 2005), focused orcaljure products, Protocol on vine
and alcoholic products, fishery products ¢be seventh official roundbf negotiations
(May 11, 2005), focused on fishery products andditeonal period; théenth technical
round of negotiations (September 29, 2005), focused han administrative errors,
purchase of real estate etc.

8. Approximation of the Albanian Legislation to tha of the European Union — A
Condition for the Country’s Integration into the European Union

The Copenhagen Summit of June 1993 defined therierifor establishing preferential
relations and potential accession of Eastern anatr@leEuropean countries into the
European Union. The main criteria to be met byestatspiring to join the European
Union are the following:
« Stability of institutions that guarantee the profierctioning of democracy and
the rule of law, including protection of minorities
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» The ability to undertake and meet membership otiiga and especiallgcquis
communautaire

e« The creation of a functional market economy, capatil coping with the
pressure of competition and market forces withanEtJ market

» Internalization of the objectives of the politicatonomic and monetary union.

Acquis communautaires made up of a series of general norms and ptesiof
European Law, without which the institutional andterial make-up of the European
Union cannot be understood. For this reason thatyief Rome, in its original version,
included provisions on the process of legislatiygraximation. In addition, the
approximation process is directly identified in tAesociation Agreements (European
Agreements and Stabilization and Association Ages@s) that the European
Community and the European Union member countrge® ldrawn up for the Eastern
European countries.

According to the Draft SAA (Title VII), this appraration must be done in two stages:

« Starting from the date of the signing of the Agreemand the length of its
duration, it will cover some main elements of #eguison the Internal Market
and in other areas. These areas will be definethaiNational Plan for the
Adoption of the Acquis in coordination with the European Commission. In
addition, the modalities for monitoring the implemegion of legislative
approximation and the actions to be taken for latiiee implementation will be
defined.

* In the second phase of the transition period obd@ason, this will be extended
to other areas that include other, no less impgrémguis communautaire.

This voluminous and multi-dimensional process id ley the Department for the
Approximation of the Legislation at the Ministryrf@uropean Integration, which is
working on the approximation process, thus ensutiegnecessary legal framework, as
well as the respective procedures and methodoldgiesegislative approximation.
More concretely, the DAL prepares legal opinionstbe compatibility of draft-acts
with the acquis communautairand international acts, before submitting these fmt
approval to the Council of Ministers. The work fibre transposition of community
legislation started with the adoption of importdatvs on the internal market. In
addition, the department, in cooperation with therkihg Group for Legislative
Approximation, Negotiators and line ministries wpltesent the National Plan for the
Approximation of the Legislation for approval iretlspring of 2005.

The Department for the Approximation of Legislatibas given line Ministries and
other institutions involved in the approximationopess, responsibility for the
translation of théewhite Pages(which form part of the pre-accession strategythar
associated countries of Central and Eastern Eusgfmgted by the European Council in
Essen in December 1994)he methodological documentwhere one can find
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professional information on the European Union anthmunity legislation, and the
manual on how to use community legislation, the fuwtamental document
(inventory) of the whole Albanian legislation in face to be approximated to the
acquis communautaire

At the same time, the entire necessary framewarkhi®e setting up and functioning of
the Centre of European Documentation has been etedpl This Centre will be

established within the Ministry of European Intégma It will become part of the

European network and will make tlaequis communautairas well as the necessary
information on the approximation process availatlethe Albanian administration,

academics, civil society and interest groups.

[I. EUROPEAN UNION ASSISTANCE TO ALBANIA

1. The CARDS Programme

In May 1999, the European Union adopted a newaitivie for 5 countries of the
Western Balkans (Albania, Bosnia-Herzegovina, Gapaderbia-Montenegro and the
Former Yugoslav Republic of Macedonia) called thab#isation and Association
process. This process aims at establishing cletations between the European Union
and the above countries, through the Stabilizadimh Association Agreements.

In this context, in the year 2000, the financial piovided to this region was channelled
through a new programme called CARDSoMmmunity Assistance foReconstruction,
Development andstabilization), which was adopted by the Regulatiaristhe EC
Council, no. 2666/2000, dated 5 December 2000, whitlines the following:

1) The main goal of community assistance in the fraonlewf this programmes to
support the participation of benefiting countriesthe Stabilization and Association
process and the implementation of the Stabilizadod Association Agreement, for
which the Albanian Government has been negotiatiitg the European Union since
January 2003;

2) The funds of the programme for the period 20000@62or all the Western Balkans
countries amount to €4.65 billion (programme fuatigcated to Albania for 2001-2006
are nearly €280 million);

3) The form of EC assistanca grant (free, with no obligation to return theds);

4) The strategic framewonksed to establish intervention priorities of tmegramme in
the benefiting countries, including:

The long-term strategic framework 2000-20@ountry strategy paper) which is the
document that defines the long-term objectives@ratity areas for the intervention on
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the CARDS Programme in the countries benefitingnfrib. This document does not
determine the amount of funding for the CARDS Paogme;

The medium-term strategic framewdrkdicative multi-year programmes) for periods
of up 3 years, for each of the countries benefifimgn this assistance, developed in
accordance with the long-term strategic frameworke framework reflects the
priorities of the Stabilisation and Association gges and those agreed upon with the
partners. The programmes describe the reforms taiveed out by the partners in their
priority sectors. In addition, the strategy spesfihe indicative funds (overall funds
and funds by sector) necessary for carrying ouptbgrammes;

Annual National Action Planare developed in accordance with the long-teratesgic
framework and the indicative multi-annual prograrmsnikhey are developed for each of
the countries benefiting from community assistantbey also provide details of
actions to be taken, areas of action and the budgatual action plans contain a
detailed list of the projects that will receive fdinand the itemized funds. Both the
donating and benefiting parties, in accordance withlegal procedures of each party,
approve these programmes.

5) Methods of implementing tipgogramme, which are as follows:

a) Concentrated for which the responsible contact authorities dferopean
Commission services in Brussels

b) Deconcentratedor which the responsible authorities are the Bafiens of the
European Commission to the respective countriesofiaan Union assistance to
Albania, Bosnia-Herzegovina, and Croatia is manadgd the European Union
Delegations to these countries, while the EuropAgency for Reconstruction is
responsible for the management of the European rUaissistance to Serbia and
Montenegro and the Former Yugoslav Republic of Maoéa.)

c) Decentralisedhis is a responsibility of government authoritefsthe respective
countries benefiting from the CARDS programme.

Since January 2001, The Directorate General ofrBatdRelations (DG RELEX) of the
European Commission has had the responsibility giaggoolitical relations with the
Western Balkan countries (the Stabilisation ando8isgion process) and multi-annual
programming (2002-2006 national and regional siatelocuments as well as the
indicative multi-annual national and regional prrgmes) while the European Office
of Aid and Cooperation (AIDCO) is responsible ftyetmanagement of the project
cycle and annual programmes. The AIDCO office atemages the implementation of
all regional programmes.

Main Areas of CARDS Programme Intervention in Alhan
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The documents for Albania (The 2002-2006 Stratégiper, The Indicative 2002-2004
Multi-Annual Programme, and the Annual Programm#®t ensure the strategic
framework of the CARDS programme for Albania andnfothe basis on which
European Union assistance is provided for the gigenod, outline the areas of
intervention of the CARDS programme in Albania fbe period 2001-2004. Funds
allocated to Albania for 2001-2004 amount to €18niflion and the major areas of
funding are:

1. Justice and home affairs— which include aspects of strengthening the jablic
system, law and order, improvement of integrateddé&o management, combatting
organized crime, trafficking and corruption

2. Establishing administrative capacities— including the general improvement of
public administration implementation capacities audtainability, focusing on areas
that help accelerate the Stabilization and Assiotigirocess

3. Economic and social development including support to trade, education and local
infrastructure

4. Environment and natural resources — including support to institutional
strengthening for the implementation of environmaémrotection programmes, with
special attention to the improvement of environrakimdicators in the process of urban
and regional planning

5. Democratic stabilization— which involves support for and strengtheninghaf ¢ivil
society in Albania

The CARDS 2001 Programme

According to the strategic documents for Albaniee European Commission allocated
a grant amounting to €37.5 million to CARDS-Albanidhis amount and the
intervention areas of CARDS-Albania 2001 are subpéche financial Agreement of
CARDS 2001, which was adopted by the European Casian and the Albanian
Government.

The main objective for the intervention of this gramme is to support Albania’s
participation in the Stabilisation and Associatocess.

The major specific objectives of this support imgu support capacity building and
improvement in the areas of security and publicegrdtrengthen the rule of law and
better governance with regard to respect of hungins;, create favourable conditions
for regional cooperation, strengthen public financecrease revenue from customs
duties and taxation, strengthen standards andfication, improve foreign aid
coordination, improve local community developmemnd amprove the quality of higher
education.
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The CARDS 2002 Programme

The European Commission allocated a grant amounting44.9 million to CARDS-
Albania 2002. This amount and the intervention sireh CARDS-Albania 2002 are
subject to the CARDS 2002 financial agreement, satbpy the European Commission
and the Albanian Government.

The general objectives of this annual programmkidecthe strengthening of the rule of
law, economic and social development and suppoth®environment.

The major specific objectives of the project are:Justice and Home Affairs 2.
Strengthening of administrative capacities 3. Soaiad economic development 4.
Support for environmental protection 5. Democratabilisation.

CARDS 2003

The European Commission allocated a grant amounting46.5 million to CARDS-
Albania 2003. This amount and the intervention sireh CARDS-Albania 2003 are
subject to the CARDS 2003 financial agreement, satbpy the European Commission
and the Albanian Government.

The general objectives of this annual programmkidecthe strengthening of the rule of
law, democratic stabilization and economic andaat@velopment.

The major specific objectives of the project are:Justice and Home Affairs 2.
Strengthening of administrative capacities 3. Soaiad economic development 4.
Support for environmental protection 5. Democratabilisation.

CARDS 2004

The European Commission allocated a grant amountings8.5 million to CARDS-
Albania 2004. This amount and the intervention areh CARDS-Albania 2004 are
subject to the CARDS 2004 financial agreement, ¢oadopted by the European
Commission and the Albanian Government in the Autwin2004.

The general objective of this annual programme isupport Albania’s participation in
the Stabilization and Association process includomntributions to the social and

economic development of the country.

The major specific objectives of the project are:Juistice and Home Affairs 2.
Strengthening of administrative capacities 3. Soaia economic development 4.
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Support for environmental protection 5. Strengthgrof the civil society by improving
the electoral system/process.

2. The Interreg Programme

Since the 1990s Albania has been participatindiénINTERREG programmes of the

European Union. These programmes are mainly for Eheopean Union member

countries and have as a main objective the strength of cooperation across borders,
regions and countries. The INTERREG Programmenanited equally by the European
Fund for Regional Development, and by the Europdaion member countries and the
local authority that applies for projects.

In the case of an EU member state bordering a nosthte, the non-EU state can also
be a participant in the programme. The INTERREG@mmme under way at present is
the INTERREG Ill Programme, which covers the perik)dm 2000 to 2006.
INTERREG Il is divided into three programmes, acling to the type of cooperation.
These are: INTERREG IIl A, INTERREG IIl B and INTEREG Il C.

2.1. INTERREGIIA

INTERREG Il A funds cross-border projects. Thesmjgcts aim at increasing
cooperation and links among the border regionsagtfiggpant countries. Participants in
the project are communes, municipalities or proensituated on border areas. Albania
participates in three INTERREG Il A programs, whare described below:

a) Cross-border INTERREG Il A The Adriatic

Participants of the INTERREG Il A/Adriatic includseven Italian regions on the
Adriatic Coast (Friuli Venezia Giulia, Emilia-Romaa Veneto, Marche, Molise,
Abruzzo and Puglia), Croatia, Bosnia-Herzegovinarbia-Montenegro (including
Kosovo) and Albania. It has to be said that the letfdbanian territory is part of the
programme, in spite of the fact that not all asitoastal area.

The Programme is managed by the Abruzzo regiotaly. I[The technical secretariat of
the Programme is based in Acquila, which is theitaapf the Abruzzo region. The

Steering and monitoring committee is made up ofriEInbers, seven from ltaly (one
from each region) and four from the countries & Western Balkans (one from each
country). The chair of the committee is selected rbtation. Albania chaired the

committee in May and June 2004.
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INTERREG Il A Adriatic has funding of approximaye€101,000,000. Until May 2004
a total of €45,000,000 has been allocated to agrgorojects. In the second half of
2004, there will be a call for projects totalllin§€40,000,000.

b) INTERREG Il A Italy/Albania

The INTERREG Il A Italy/Albania Programme involvelse Italian region of Puglia
and Albania (the entire Albanian territory). Thisogramme has funds of about
€66,500,000. The priorities of the programme are:

* Transport, communications and security

* Environment and health care

* Economic development and employment

e Tourism, cultural heritage and institutional co@igm

The Programme is managed by the Puglia region. t€bknical secretariat of the
Programme is based in Bari (Puglia). The steerimd) monitoring committee is made
up of representatives from Albania and the Puglgan.

c) INTERREG Il A Greece/Albania

Participants in the INTERREG IIl A Greece/Albanmclude the Greek areas bordering
Albania and the Albanian districts of Gjirokast&garanda, Pérmeti, Kolonja, Kor¢ca and
Devoll. The parties to the Programme have agredworpriority areas:

» Cross-border infrastructure, where efforts willrhade to improve the border areas
between Greece and Albania, modernisation of tliddsacrossing points, customs
points, and security and border control

e Economic development and employment, where measulielse taken to promote
cooperation among private operators from both a@s)tenvironment protection
and improvement, improvement of the quality of pubhealth services and
promotion of employment opportunities

Total funds for INTERREG 1l A Greece/Albania Pragime total €126,000,000
(€90,000,000 contributed by the European Union €8@,000,000 by Greece and the

local authorities in the Greek border regions graticipate in the programme).

The Greek Ministry of Economy and Finance manafjes”rogramme. The technical
secretarial of the Programme is based in Athens.
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2.2. INTERREG I B

INTERREG Il B finances international projects. Bleprojects aim at increasing the
cooperation and relations among national, regiandllocal authorities of the countries
involved in the programme. One of the programmedNSFERREG III B, which
Albania is also a part of, is the CADSES program{@entral European, Adriatic,
Danubian, South-Eastern European Space). The aitlmeoc€ADSES Programme is to
achieve a more advanced territorial and economegration in the cooperation zone
covered by this programme.

The Programme cooperation zone includes nine Earopénion member countries
(Austria, Germany, Greece, Hungary, Italy, PolaBdech Republic, Slovakia and
Slovenia) and nine non-member countries (Bosniaétgvina, Bulgaria, the Former
Yugoslav Republic of Macedonia, Croatia, Moldovaynkania, Serbia-Montenegro,
Albania and Ukraine).

The programme has four priority areas, as follows:

* Promotion of territorial development and measures $ocial and economic
cohesion;

» Efficient and sustainable transport systems andsacto information technologies;

* Promotion and management of territorial, natura eultural heritage;

« Environmental protection, resource managementiglgrevention.

The funds of the programme amount to approximat®@isd7,500,000 (roughly
€128,700,000 from the European Union, while the aes contributed by EU member
state participants in the programme). The Italianidfry of Infrastructure manages the
programme and Transport (Rome) while the TechrSealretariat of the Programme is
based in Dresden, Germany.

2.3. INTERREGIIC

INTERREG IIl C aims to strengthen inter-regionabperation among the regions and
other public authorities in European Union tergtand European Union neighbouring
countries. This programme promotes the developneéntooperation networks by

bringing together different regions to work on jopmojects.

Albania is not a participant in this programmehaitgh Albanian regions are, on some

occasions invited to participate in projects fundsdthis programme, by co-funding
them.
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3. The Neigbourhood Programme

The INTERREG Il Programmes, because they are fiednby internal European
Union funds, cannot provide funds for activitiesgecially infrastructure) outside the
European Union territory. In an attempt to get acbuhis and to apply truly joint
programmes (that can cover both sides of the byprthexr European Union, through the
CARDS programme funds, decided to establish a Nbeighhood Programme from
2007 onwards. However, the Neighbourhood programitichave an initial period of
implementation from 2004 t02006, with funding 05§200,000.

The funds aim to co-fund joint projects with theTlRBRREG Programme, covering the
costs of activities carried out in non-EU countries

Thus, Neighbourhood funds will be added to the IRREG Programme funds to

create the so-called “Neighbourhood Programmesthéncase of Albania there will be

four “Neighbourhood Programmes:”

* The Italy/Balkans Neighbourhood Programme
(€2,200,000 for 2004, for activities carried out ifiour Western Balkans
Countries);

» Italy/Albania Neighbourhood Programme - (€1,000,d00 2004, for activities
carried out in Albania);

* Greece/Albania Neighbourhood Programme - (€2,2@ 00 2004, for activities
carried out in Albania);

 CADSES Neighbourhood Programme - (€1,600,000 f@42@or activities carried
out in the nine non-EU countries that participaténie programme).

3. Community Programmes

In the Thessaloniki Summit (June 2003), The Eurnop€auncil decided to launch
community programmes that included Western Balkamntries. These Programmes
were initially open to EU member states and carididauntries.

Following this decision of the European Councile tBuropean Commission, in its
Communiqué no. 748, dated 3 December 2003, sautag for Albanian participation
and for other countries of the Western Balkan ComitguProgrammes. In order to be
participants in these Programmes, all the Westemogean countries must make their
own financial contributions. This contribution wildle calculated on the basis of
population, gross domestic product, and other eminodicators.
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The Albanian Government and the European Commissitihsign a framework

agreement on Albanian participation in CommunitpdgPammes and, after it takes
effect, a Memorandum of Understanding will be sajrfer each of the specific
programmes. There are about 10 programmes thatEtimepean Commission has
opened to Albania, and now the government has tideewith which of them to

participate. The programmes are as follows:

* Marco Polo
The programme runs from 2003 to 2010. Its purpaséoipromote the use of
multimodal transport systems, focusing on sea shgppail and inland waterways.
The Programme targets economic operators. Europ#aon funding for the
Programme amounts to €18,750,000.

* Daphne ll
The programme runs from 2004 until 2008, and foswsemeasures and actions to
prevent or to combat all types of violence agaicisiidren, young people and
women. The programme targets NGOs and multi-sestganizations. Funding
allocated by the European Union for this Progranameunts to €10,000,000

» Sixth Framework Programme on Research and Technotag Development
The programme runs from 2002 to 2006. The purpdsthe programme is to
support research, experimentation and demonstragi®mwell as the creation of a
European forum for scientific research. Europeaimifunding for this project is
€4,119,000,000.

» Socrates Il
The programme runs from 2000 to 2006, with the afrdeveloping education and
quality training, as well as the creation of a agan forum for cooperation in the
area of education. EU funding for this programmeants to €264,000,000.

e Leonardo da Vinci
The programme runs from 2000 to 2006. The aim @& fnogramme is the
implementation of an action plan in the framewofkttte European Commission
Policy on Vocational Education. EU funding for thpgogramme amounts to
€164,000,000.

* LIFE
The programme runs from 2000 to 2004 (an extensmn2006 is being
approved),with the purpose of supporting the emwitent. The programme has
three components: (i) LIFE nature; (ii) LIFE enwviroent; (iii) LIFE for third
countries. EU funding for this programme amount§1a8,000,000.
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e YOUTH
The programme runs from 2000 to 2006. The aim efgtogramme is to support
cooperation policies for young people, includinguyoexchanges among EU and
non-EU countries. EU funding for this programme ants to €120,000,000.

e INTELLIGENT ENERGY EUROPE
The programme runs from 2003 to 2006 and suppotisres in the areas of energy,
as well as sustainable development by contributinidpe security of energy supply,
competition and protection of the environment. Hinding for this programme
amounts to €50,000,000.

« CULTURE 2000
The programme runs from 2000 to 2006. The purpdsthe programme is to
support cultural cooperation, covering all areasufural and artistic cooperation.
EU funding for this programme amounts to € 33.000.0

« MEDIA PLUS
The programme runs from 2001 to 2005 and its perpo$so help the development,
distribution and promotion of European audio-viswalks, as well as the training
of professionals involved in the European AudiovdikIndustry. EU funding for
this programme amounts to €10,000,000.

« ENTREPRISES & SMEs
The programme runs from 2001 to 2005. The purpdsthe programme is to
support community policies for small- and mediuesl enterprises (SMEs). This
support aims to improve the administrative, finah@nd regulatory environment
for businesses. EU funding for this programme anst;m€46,000,000.

4. The Regional Cards Programme

The Regional CARDS programme funds projects invgviwo or more countries of
the region. As provided in the 2002-2006 Regionedt8gic Document, the priorities of
the CARDS programme are as follows:

e Support for democratic stabilization

» Strengthening of institutions

* Development of regional infrastructure

e The SIGMA Programme

e “Twinning” programmes

Annual allocations of funds in the Regional CARD®d?amme are as follows:
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Distribution of regional CARDS funds by priorityesr

Budget (million Euro)
Priority areas Budget year Total

2001 |2002 |2003 |2004
REGIONAL CARDS PROGRAMME 14,0 |43,5 (31,5 |- 89,0
1. Integrated border management |- 1,0 1,0 - 2,0
2. Strengthening of institutions 10,2 199 |218 |- 51,9
3. Democratic stabilization 0,8 7,6 5,0 - 13,4
4. Regional Infrastructure 3,0 14,0 |37 - 20,7
5. Other - 1,0 - - 1,0

5. The TAIEX Programme

In the context of the acceleration of negotiatitarsthe finalization of the Stabilization
and Association Agreement with Albania, the Eurapddnion is examining the
possibility of providing technical assistance i threa of harmonization of Albanian
legislation with that of the European Union in theemework of the TAIEX Programme.
T.A.LE.X. is the Technical Assistance and Inforioat Exchange Unit of the
Enlargement DG of the European Commission. Fron61BAIEX has been offering
short-term_technical assistance in _the area of leglation approximation and
implementation.

TAIEX’s main tasks are:
* To offer technical assistance and counselling an ttAnsposition ofAcquis
Communautaire¢o local legislation and its implementation;
* To act as a collector and provider of informationA@quis Communautaire
e To offer ways of working with the database in ortlerfacilitate and monitor
progress of legislative approximation as well asnidy the need for further
technical assistance.
TAIEX Services are offered according to need. Technical assistaic Albania
includes seminars, expert missions, study visitsitaring, training and documentation
and translations.

e Expert missiongsormally last for several days (maximum 2 weeks) eannot
be complementary to other assistance programmesertxare dispatched to
give advice on legal acts and interpretatiorAofjuisas well as to give advice
on administrative regulations and their implemeaatatA proposal is made by
the requesting party and all costs are paid byptbgramme. In the case study
visas, they receive approval only if judged indispensabl¢hile cases of
training, occur in the form of “train the trainers” programsn The trainings will
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be done for specific “target groups” (for exampianslators, terminologists,
etc).

TAIEX Beneficiaries from both the public and private sectors, which have an
irreplaceable role to play in the transposition amglementation of EU legislation,
specifically: civil servants of the Public Admination, Parliament (the permanent
staff), the judiciary, civil servants in the localthorities as well as social partners —
mainly professional and trade associations andslggors of legal texts. TAIEX does
not offer direct support to individual persons ompanies.

Requests:to apply for the programme, the standard processSubmission of an
request by the beneficiary; assessment of the sedpyethe Delegation; if considered a
priority request, it is sent to the TAIEX Centraffice; evaluation by the TAIEX board,
after completion of consultations. With regard b &f the above, it is the central
institutions (in this case the people involved lie development of legal acts), which
need to present their application for assistancelemmslative approximation and
implementation.
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Macedonia’s Path to Integration

Elizabeta Buova

Head of Unit

Secretariat for European Affairs,
Government of the Republic of Macedonia

"There is nothing more difficult to take in
hand, more perilous to conduct, or more
uncertain in its success, than to take the lead
in the introduction of a new order of thing%.

Nicollo Machiaveli

It is true that any change from the set courseahgl things means causing turmoil,
disliking, resistance and often, lack of understagdTransition from one system of
political and economic organization to another naedtnitely implies a change of the
vastest possible scope and impact. Reforms undgtlgat process, though leading to a
progress in most cases, are not welcome, and taeto be implemented. Biggest
amount of time is actually spent on changing thérisnaf thinking and embracing the
new practices.

The European integration process, being an umbpetieess for the transition towards
a market economy and solidification of democracymy country of the Eastern and
South-eastern part of Europe was and is a diffield very fast paced process,
necessitating a lot of sacrifices as well as ataledication. One thing is true though,
that it is a process of a long term nature, ratten a project with immediate
deliverables and tangible outcomes and output® bigigest confirmation of the nature
of this endeavour is precisely seen in the latakirgement of the European Union of
the ' of May 2004.

Republic of Macedonia is advancing towards thehteear of the European integration
process and is in the fourteenth year of transitiBeforms proved to be most difficult

exam and test for the political elites in the coynand they have developed at different
tempo in different times. It seems that the timedonvergence and complementarity
of these efforts had finally come — and, precisatger the umbrella of the European
integration effort.

2« . Because the innovator has for enemies all thosehalve done well under the old conditions, and
lukewarm (indifferent, uninterested) defendersimse who may do well under the nevithe Prince,
Nicollo Machiaveli.
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The biggest task until now was to promote this psscand undertaking as an all-
encompassing one, not done or conducted solely diyicpans in power but also
conducted and realized through the administratiith the strong support and
assistance from the non-governmental and the prigsattor. The involvement and
acting of each and every citizen of the countryntedowards achieving this goal. The
elitism around the process is now behind us, imisre understood and it is well
understood. The biggest breakthrough was the tamoep and ownership of the process
by the administration in general. It was perceiirethe beginning that it was a task of
a sporadic nature, of short-breath and for speisfaes as well as to be performed by
specific people. The multitasking demanded fromadministration in transition is
maybe the most challenging and most tiring thingl having the process of European
integration not so well recognized and adoptedasgmted a major obstacle.

Macedonia, the Region and the Stabilisation and Asesiation Process

“Do not let the fear of the time it will take to
accomplish something stand in the way of
your doing it. The time will pass anyway -
we might, just as well, put that passing time
to the best possible use.”

Earl Nightingale

The official political dialogue of the Republic bfacedonia with the EU began in 1995,
and in 1996 the Cooperation Agreement was signddcame into force, thus giving a

frame for both political and technical level dialegand cooperation via the institutions
set up by the Agreement. Macedonia became al$@e Rssistance beneficiary, which
in its greatest part provided support for the strrad changes in the country as well as
promoted the cross-border cooperation with Greellge Phare instrument provided a
great opportunity and a learning process for Mangejavhere it was a part and was as
well able to follow the European integration pracasthe other Phare countries.

In 1999, the Commission approved the feasibilitynefyotiations of a Stabilisation
Association Agreement with the Republic of Macedonifirst Agreement in the new
generation of agreements created by the EC andvi@mber States. The actual
negotiations lasted for 6 months, they were coredud November 2000 and the SAA
was signed on "9 of April 2001 in Luxembourg, which was followed hige usual
procedure of ratification in the domestic Parliatsesf the Member States.

Meanwhile, it was high time to take the politicalllwbeyond the acclamation and

declarative statements. The already existing streacandmodus operandof the
administration regarding this process, was assearsddapproved, yet with one big
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problem — lack of people working or dedicated t® pinocess. This was a period of time
when things started changing in the practical sefsike matter. The limited resources
were constantly taking toll, and Macedonia had ¢ofggm to the level of standard
needed to make the best use of the cooperationthtiEU and make best use and
absorb the available funds through the new instnimeCARDS.

The Copenhagen criteria are in place for all theaweners in this process, they will not
change and they will be measurable indicators agaitich each country’s ability,
readiness and capacity is assessed. The WestékanBaountries, and to that matter,
Macedonia, is not an exception to the rule. TheEc@ss of achieving those standards
remains the same, with another addition that coimmes the ‘lessons learnt’ from the
previous enlargement. One of the most importaimgthfor the EU, the Commission
and the Member States, now more than ever, wasadhenistrative capacity, the
institutional ability and readiness to absorb thé finds, to perform under pressure,
and to be able to communicate and operate at thed & the so called ‘European
Administrative Space’.

As always, thus in the case of Macedonia, thereresistance and difficulty in building
structures. This has been an ongoing processvVer @ decade in which we have
started from creating and strengthening the stradtr coordination of foreign aid, and
moving on towards an umbrella process encompasdéingst all reforms: the European
integration process. Apart from the core body, 8setor for European Integration
(now Secretariat for European Affairs), we haveatwd a Network of European
integration units, as well as other forms of momitg and coordinating of the process:
Working Committee for European Integration, Sub-puttee for Approximation of
Legislation, Committee for Coordination of Forei§§id and so forth.

Slowly and gradually, things moved from ‘new’ taoimal’, normal daily operation of
the process, that grew and spread. The breakthraiag in a way, achieved 3 years
ago, with the rapid strengthening of the humandamantributing towards strengthening
of the structure, and more active upgrading ofstibs.

Thus Macedonia has to work hard and build and shapadministration that is ready
and able to respond to the enormous and tedioks thast lay ahead of it. Until present
day, we are still in a process of engaging moreplgean the administration,
strengthening the numbers, as well as, constanttyking on acquiring and
strengthening the skills and capacity of the inedlxivil servants. We have continued
to refine our internal system of coordination o thuropean integration process, and
we have continued to work on the most exhaustisk) taapproximation of the domestic
legislation to the one of the EU and adoption arghdposition of theacquis
communautaire
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Institution building at the central core, capadityilding throughout the administration,
acquiring new skills, coping with work under pragsunultitasking — all these represent
small constitutive parts of the balancing act thas$ to be achieved. This lens of too
narrow and too focused observing of the needs @miehtoes not prevent or exclude the
awareness of the ongoing themes and process wiikiieU and those on the world
scene, as the world cannot wait for us to underedah of these processes one at a
time.

In 2001 we have undergone a severe internal aisisethnic conflict in the country.

With the support and assistance from the internaticommunity and in particular the
EU, we have managed to overcome the problems anthave continued with our

reforms, thus slowly moving away from the stabtlisia and threading on towards the
association part.

Given that none of the current processes is aratswlprocess, it is inevitable to
recognize and to act in respect to the cooperatitim neighbours and especially with
the new Member States. The Western Balkans siniar the same problem of trans-
national and trans-boundary nature, that severdfgcta and sometimes even
undermines the process of stabilisation, and thdhe organised crime. Apart from
that, the economic ties among these countries,stfaed populations between the
countries and within their borders are just elem@iftthe cooperation that is and needs
further to be fostered. Cooperation with the neeniber States is of great importance
given that their experiences are recent, freshsamge of them still represent an effort
of integration and convergence, are invaluablehdspiring countries and candidate
countries in theirapprochemento the EU.

Getting informed and involved in matters of intéries the EU — the Constitution, the
Lisbon Agenda, anti-terrorism measures, WTO devakms, the global scene, are just
matters that keep us on board with the latest dpwe¢nts but also in steering our own
domestic course and domestic and foreign poligyhefcountry.

Recent developments and the road ahead
Knowing is not enough - we must apply.
Willing is not enough - we must do.
Goethe

Coming into force of the Stabilisation and AssdomtAgreement, establishing its

structures and forms of dialogue, the ongoing disimns and checks-and-balance drills
are just enhancing the tempo and putting greatesspre on the country to perform
better and to deliver faster on the set goals.
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The Republic of Macedonia had officially submitid application for EU membership
on 22.03.2004 - it took us a long period of timeatwually do this, and as time has
proven it, it was the right time. The European @ussion had prepared a
Questionnaire upon this application and had deddeit on 01.10.2004, asking
numerous information and intricate details of thgamisation and the legal order of the
matters in various domains of the operation of stede. We have responded to the
Questionnaire and submitted the response to then@gsion on 14.02.2005.

This exercise, though in the context of the ovepalicess of negotiations with the
institutions of the EU represents just a micro-ebser, was the first greater test of the
capacity of the administration to provide a colartl coordinated response to a given
challenge, and it revealed other relevant thingatajpom the capacity to do that: the
team spirit, the constructivism, the interlinkinfjtbe processes and efforts and, above
all, the ownership and understanding of the Europei@gration process — qualities that
cannot be imposed, but built over time.

During the British Presidency, on the Summit heidBrussels on 15.12.2005, the
Republic of Macedonia was granted the Candidatiesta a validation of the efforts
made until now in the country, a reason to be hagmy a motive to continue with an
even stronger and more resolute spirit with theorrag and with the European
integration process.

Macedonia, also, had received a European partpershin instrument for pacing out
the short-term and mid-term priorities both for teuntry and for the EU, which was
established with the Thessalonica Agenda for theté&/e Balkans, and which is just
another tool for the whole process of alignment agfdrm. The recommendations
contained in it, in the annual Stabilisation andgsd®ation Process Report, as well as
those uttered and spelled on the regular meetihdgiseoCouncil for Stabilisation and
Association, the Committee of Stabilisation and d&sation and the 8 Sub-committees
for Stabilisation and Association are all takeminbnsideration and are pieced together
in the first draft of the National Plan for Adopticof Acquis (NPAA) — the most
renown tool for monitoring of the progress of tlehiavements, the approximation of
legislation and the enforcement.

The enforcement of the laws shall be one of thbggg$ that are considered to be a
‘must’ in the screening process to come. Puttitig practice of the legal solutions and
provisions, ensuring the rule of law, introducingriking protocols and discipline in the

everyday operation of the administration simplyresents the litmus of the success of
the reforms, of the European integration process$ @i achieving the status of a

substantive democracy.
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Thus, again, shaping of the first frontline of tiservants to meet the challenges of the
European integration process is an imperative, andcking concomitantly on the
development of the administrative capacity widethbon horizontally and vertically
remains an ongoing task. In the course of 200Bvaving the public administration
reform process took place, linking it to the stgateplanning and budgeting processes,
and at the same time refining the European integragtructure, which contributes to
the stepping up the reforms in all domains. Baildihe capacity of the administration,
but also wider, of the other two pillars — the ptr and the non-governmental sectors,
to make use of the candidate status and of theesbepportunities with the new
financial perspective 2007-2013, i.e. IPA instrumas crucial for Macedonia.
Acquiring skills on how to do that or how to negadé shall be the task for the biggest
part of the civil servants.

In the 2006 the tasks ahead of us are relatedetoetteiving the date for the beginning
of the negotiations between the EC and the RepufliMacedonia. Consequently,

forming of negotiation teams shall take place ie doming months, together of their
training and through acquainting with the mattemegotiation, as well as learning of
the experience of the other countries regardingséimee. The date of the beginning of
negotiations almost immediately implies the begignof the process of ‘screening’ of

the conditions and situation in each and every diorofthe legal order of the country

and the respective sphere regulated by it. Thiedbgtep afterwards is the opening of
the first chapter of negotiations, followed by @iher accompanying steps, well known
from the latest and greatest enlargement of thegaan Union.

The majority of the measures to be undertakenlezady known:

- Internally: improving the record with the reforms the police, the judiciary
system, the cadastre and guaranteeing the rigltwigership and property,
boosting the climate for the Foreign Direct Investns, and for better economic
operation, transparent and best-practice baseddfowoney in the institutions
of the state, fighting tax evasion, stimulating émyment — promoting and
working on the function of the state and the rdlaw;

- Working in parallel on endearing and acquaintinghwhe process the private
sector, the non-governmental sector, the overgufaion of Macedonia, thus
providing them with the opportunity to get involvethd contribute to the
process - though on the opinion polls the suppbrthe population for this
process is among the highest in Europe, effortsildhoe continuously invested
to keep this momentum and support;

- regionally: trans-border phenomena, like smugglitiggfficking, crime -
necessitate concerted regional and internatiorfattefand the cooperation in
this domain and in the boosting of the economy exchange regionally shall
bring the countries of South Eastern Europe cltusére goal.
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With the reforms and the candidate status andhatlit implies on domestic turf and on
the international scene - the boost of the stageanhomy, possible Foreign Direct
Investments, the first visible results in the immrd standard of living, economic
performances and reduced level of unemployment,bawed with the alleviated visa
regime - can be felt already in the coming year.

The quotations | used in this text are hangingtenwall in my office; they have an
omni-essence valid for numerous processes andamdt have found them, in my
microcosmos, to be appropriate for my lifestyldhave found them to be ever more
valid and true for the European integration process the changes and adjustments it
implies.

And thus, as mentioned centuries ago by Machigwadliintroduction of new order of
things is easy.

Attachment — El process in the Republic of Macedoni

Priloji attachment!
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Experience of Serbia and Montenegro on its
Road towards EU Membership

Goran Gvozdenovic
Acting Director
General Directorate for EU, Belgrade

1. General

Relations with the EU are the top priority of Serlaind Montenegro foreign policy.
Serbia and Montenegro short-term goal (in 200@pisonclude the Stabilization and
Association Agreement (SAA) with the EU, and thel#t@rm one is to become a full
member of the Union (beginning of the next decaldl&).noteworthy that for the first
time in a modern history all SEE countries share tb same foreign policy
priority(ies), which creates a positive, quite diferent environment for the
development of cooperation and resolving of opensgges among those countries.

2. Background

Since the democratic changes in Serbia took pladg@ctober 2000, when Serbia and
Montenegro (than FRY) was included in Stabilizateomd Association Process (SAP)
the cooperation between Serbia and Montenegro dundh&s recorded permanent
improvement. However, between mid 2002 and autu@® 2his pace was rather slow
— mainly due to problems in internal harmonizatadneconomic systems of the two
republics that constitute Serbia and Montenegrfficdities in re-composition of the
common state (state union) and insufficient le¥elamperation with ICTY.

In 2004 within EU prevailed an opinion that it was detrimental for both EU’s
interest in the region and Serbia and Montenegois-integration process to persist on
the condition of full economic harmonization. A newproach — the so called “twin-
track” approach was introduced, that unblocked grecess, which was followed by
significant improvement in cooperation of Serbiad ddontenegro with ICTY. The
result was finalization of the Feasibility Repoyt the Commission and its adoption by
the EU Council in April 2005. In July the Commissipresented to the Council the
draft mandate for negotiation and we are confidleat the mandate will be adopted at
the Council’'s meeting at the beginning of Octolb@ipwed by official opening of SAA
negotiations shortly after that. Preparations fegatiations are well under way both in
Serbia and Montenegro and the two republitss of utmost importance that the
momentum of the process, revitalized by the introdction of the twin-track
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approach is preserved — as the key factor for comtuation and deepening of the
reforms, as well as for further democratization andstabilization of Serbia and
Montenegro and the region as a whole.

3. Preparations for Negotiatations of SAA

Although the negotiations on SAA do not have thenfof classical negotiations — SAA
is more or less a model agreement (key issues twpeergotiations are, as in case of
Croatia and Macedonia, the duration of the trams#i period and possible exceptions
related to trade in goods), the preparations fgiotiation the SAA are well under way
in Serbia and Montenegro. The Council of Ministeir$Serbia and Montenegro decided
on the members of negotiating team, structure antposition of three working groups
charged with preparation of negotiating mandatehatlevel of the state union, while
the two republics named their negotiating teams #rar working groups (each
republic formed six working groups). According teadable information, Republic of
Serbia has completed the preparation of the degfbtiating mandate a few days ago.

It should be noted that there is a certain diffeeem the structure of working groups
formed at the level of the two republics and repnégtives of the Commission
expressed concern about that. However, the meetifigthe Enhanced Political
Dialogue (technical-political working body) are ¢ontinue throughout the process of
negotiations, enabling all participants to findumns to each and every open issue. It
also applies to differences shown in the area stiga and home affairs, where state
union has some competencies, but does not havenmapiting mechanisms.

4. Specificities of Serbia and Montenegro

The SAP is a process that’s very similar in eacth @very country of the region and
similar to the process that brought 10 other coesitrof central Europe and
Mediterranean into EU membership more than a ygar &0, there is no need to waste
too much time on things that are well known to md@3h the other hand, certain
differences are inevitable. The Copenhagen critefial993, which remain basic
guidelines for the countries of the region towalds$ are coupled with the so called -
policy of conditionality. The “value added” of tip®licy of conditionality compared to
Copenhagen criteria, if | may simplify it, is ontpog an emphasis on full and
unconditional implementation of international obligns. That actually constitutes a
EU response to recent history of the region matkedvars, violence and disregard of
the basic rules of international law.

In case of Serbia and Montenegro “implementationindéérnational obligations” is
usually read as full cooperation with ICTY. Althdu&U is most concerned about the
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progress in that field, the full meaning of “implemation of international obligations”
is, however, more complex. Anyway, significant pess in cooperation with ICTY, as
already mentioned, loosened the pressure and eh&hleto unblock the process. It is
important to state that Serbia and Montenegro selaltely aware that full cooperation
with ICTY is not only an international obligation it-also confirms that Serbia and
Montenegro shares the same values as the EU ahdSénhia and Montenegro is
oriented towards the future, not past.

Complex internal structure of Serbia and Montenegreans atypical division of
competencies, where the power of the republicigge than that of the state union
they form. Further problems include the uncomplgiemtess of establishment of state
union institutions envisaged by the Constitutio@ddarter and, which is even more
striking - different interpretations of the competes of the state union - in terms of
range of competencies and its nature (whether &enbdl Montenegro’s prerogatives
are autonomous or derivative/delegated by the fegs)b

Finally, at the level of state union, EU matters basically (according to Constitutional
Charter) within the competencies of Ministry fort&snal Economic Relations, which is
a rather unusual solution. However, in reality st MFA, together with European

integration office that is the most outstandingtitnon spearheading the process of
euro-integration. The reason for that is not sordglso eagerness to breach
Constitutional Charter, but the very nature of grecess of euro-integration, which

requires active engagement of the MFA.

Besides that, we should single out the lack of ijedl administrative structures in

Serbia and Montenegro, but that is probably an ogsre for all countries in the region.

In case of Serbia and Montenegro, besides the gmabbne could expect to encounter
in each transitional country (administration usedld system, slow, too big and too
expensive, unready to reform), the problem with iaiktrative capacities has at least
one additional dimension, which is already mentibibeit in other context, and that

dimension is a complex state structure. And while process of reform of the

administration is well under way within the two wvigtics (although not coordinated or
harmonized), the drafting of necessary regulatieiated to the state union

administration is in very initial phase.

If someone looks at certain segments of state ddtration he can see that the results
of the reform are uneven. Without entering intopdee methodologically structured
analysis, it is safe to conclude that reform of Js&yment is becoming more and more
important for all countries aspiring to EU membgrsand Serbia and Montenegro is
not an exception. That is everything but a surpifsene has in mind what is going on
in this field within the EU.
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In short, these would be internal specificitiesSefrbia and Montenegro euro-integration
process. As for the external factors, besides wtillear consequences of French and
Dutch "NO" on European Constitution referendum amel deadlock in next budget
discussion on further enlargement, including thggare of SEE, or the so called Western
Balkans, one should always be ready for new swegprik is enough to mention recent
terrorist attacks in London, repercussions of theribane Katrina, preparations to
possible birds-flu pandemia to realize that EU ageis already full even without the
issue of new enlargement.

The best way to handle such a situation and furtlempening of the enlargement
fatigue on the EU side is, to my mind, doublingeffiorts the countries in the region
make to speed-up the SAP. Prioritizing has proedaetweak point to most countries in
the region. Focusing on issues other than EU iatexgr, however difficult they might
be, often proves to be a bad choice. Most oftersplveng of those problems is
impossible outside the EU context, and the mostaaisv(if not only) result is a waste
of time. On the other hand, EU should also doutsi@iesence and commitment in the
region.

That approach should apply also on issue of Kosawi Metohija, undoubtedly the

most difficult question in the region. Although teds a separate SAP for Kosovo, the
so called STM (Tracking mechanism), which formatigans that what is going on in

Kosovo neither speeds up, nor slows down the eusmiation process of Serbia and
Montenegro, the fact is that everything in the oags highly interdependent.

61



Political and Economic Challenges to
Bosnia and Herzegovina on the Way to EU

Prof. Dr. Dragoljub Stojanov
University of Sarajevo, Sarajevo

Slides — Dragoljub Stojanov
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PANEL: REFORM IN PUBLIC ADMINISTRATION

Governance Indicators as Useful Tools to
Measure Government Performance?

Dr. Martin Brusis

Senior Researcher

Bertelsmann Group for Policy Research
Center for Applied Policy Research
Ludwig-Maximilians-University, Munich

Slides — Martin Brusis
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Reform in the Public Service —
the International Context and Reform in Ireland

Eric Embleton
Former Head of the Irish Civil Service Centre foahhgement
Organisation and Development, Dublin

1. Introduction

In this short address | will, firstly, review indad terms the background to, and forces
driving, reform of public administration on the enbational front — in short, tHevhy”
and“what” of reform based on developments in a number ohitms. Secondly, |
will briefly describe reform of the public servida Ireland and, thirdly, highlight
parallels between the Irish and international dewelents.

2. International Developments
On looking back it is noteworthy that public see/i;eform as we are undergoing it
today has been in train since the early 1980s. eHny developments were driven by
unprecedented economic and social changes whiok gieing rise to major challenges
for Governments and their administrative machinerfihese challenges arose from
factors such as:
» Demands for better and more accessible publicssyi
= A better informed and more questioning public, @asingly showing less trust
in government and the public service;
» The escalating costs of public services;
= Increasing globalisation and internationalisation;
= Expanding trade and trading blocs, e.g. the EU; and
= The need for individual countries to become, andaia, economically
competitive in the international arena.

These demands presented serious challenges toathiBonal modes and standard of
public service delivery since they gave rise toidagrowth in the range, cost and
complexity of government services and activiti®&&ery significantly, this led to critical
appraisal in some countries about the role of gowent and whether government had,
or could develop, the long-term capacity to respeffdctively to changing demands
and circumstances. Such appraisals were, in téwalled by emerging new
developments and ideas, for example:
= The developments in information and communicatiteshnologies (ICTs),
enabling and facilitating the delivery of serviceghich would be more
responsive and better tailored to the needs obdldic;
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= A growing appreciation and acceptability of privagector management
techniques and practices, manifesting itself in éhgergence of the so-called
“new public management”;

= A greater emphasis on achieving results and oligibetter value for money,
leading to the introduction of more effective andbust approaches to
evaluating and managing performance, and,;

= A growing appreciation among both politicians angblg servants of the
potential of reform, whetting political and adminéive appetites for change.

In turn again, such developments were greatly azheblabetted by:

= New and innovative administrative practices whickrevrapidly evolving in a
number of countries, for example, in New Zealandstfalia, United Kingdom,
United States, Canada, and the Nordic Countriesf athich were, to one extent
or another, among the early movers in introducimgpvations and leading and
advancing reform in public administration;

» Emerging “common” themes and potential solutionghswas outsourcing,
public/private partnership, market testing, ageiis, and privatisation; and

= A growing international legitimacy arising princlpafrom the work of OECD
which highlighted and promoted the need for refarrd its potential benefits.

Taken together, these various developments an@éddnelped to create and foster a
political and administrative climate conducive &md encouraging of, reform of the
public service and the application of new and iraiwe approaches designed to make it
more responsive to the needs of government, busianed society at large. However,
the nature and extent of reform were not unifornwieen countries but were subject to
the accepted and/or preferred role of governmedti@nperceived capacity to deliver
over the long term. In some countries, this led atocritical examination and
reorientation of the scope of government’'s role aptiere of influence. In other
countries a more conservative, though nonethelesdatively radical, approach was
taken. In all cases, the view was that public aiktriation had to become more
efficient and effective and demonstrate better @détwr money. The various approaches
adopted are highlighted in a study of the then itepdeformists entitled:Public
Management Reform: An International Comparison, Ritl & Bouckaert (Oxford
University Press, 2000)This study has since been updated by the addificsome
other countries but the findings remain the same.)

On foot of their examination, the authors of thedgtidentified four broad approaches,
viz: “Maintain”; “Modernise”; “Marketise”; and “Minimise .
= “Maintain” - entails the maintenance of the status quo of tleeaod scope of
government, while seeking to improve structures arahagement practices;
Germany provides an example of this approach;
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= “Modernise” - involves retaining a large role for government, lagteks
fundamental changes in the management of the pwselicice; Canada and
Sweden are cited as adherents to this approach

» “Marketise” —leads to the introduction of competition and markeichanisms
on a wide scale to public service activities; Aaks, New Zealand and the
United Kingdom are put forward as proponents of #pproach;

= “Minimise” - retains only the core functions of government vailhelse being
outsourced or privatised; the authors cite Newlateh United Kingdom and
the United states as selective adopters of tipsoagh.

It may be noted that the various approaches aremubtially exclusive and, indeed,
most countries have pursued a mix of these appesaat deemed appropriate and best
suited to their circumstances and reform objectiveidtimately, all aim to make their
public services more responsive to the needs ofpigic, while simultaneously
improving the levels of efficiency and effectiveseand ensuring better value for
money. For present purposes, and as it is the domsinant approach, our focus will be
on the “modernisers”.

Modernisers are characterised by:

= A holistic and integrated, rather than a piecemapproach to reform of the
public service;

= The devolution of authority and accountability teetmost appropriate levels
within each organisation;

= Afocus on long-term, strategic goals;

* Being output and outcome orientated in the shomédium term; and

» Maintaining a strong focus at all times on the cwner of public services.

Overall, the goal is to empower managers and digffcreating an environment
conducive to, and supportive of, taking respongybfbr one’s actions by letting and
making mangers manage. To these ends, a rangp@drs measures can be commonly
identified, including:
= Strategic planning, usually covering a three te fyear period,
» Resource-based budgeting, often multi-annual,
= An emphasis on people as a key, strategic resaunaerpinned by extensive but
highly targeted training and development programmes
= The proactive development of quality, customersugd services through
service delivery plans and charters;
= A whole-of-government approach to and managementasfs-cutting issues to
ensure effective and timely responses to those rmagues and challenges
which require concerted action by a number of niii@s; and,
» Where deemed necessary, putting in place enaldgiglation to give effect to
and underpin the needed changes in public servaiges.
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A central element of the measures is an effectieama of evaluating and managing
performance in order to promote and foster a perdmice culture and to demonstrate
increased efficiency and effectiveness and contmwalue for money. Thus, clarity of

objectives and roles and the devolution of autipmiith matching accountability, to

the most appropriate levels, underpinned by ance¥ie performance management
system, are features of the process. All-in-d&le bbjective is to make the public
service more flexible and responsive to, and toipequublic servants with the

wherewithal to better meet, the demands of a chgngconomic and social

environment.

3. Reform in Ireland

I will turn now to the Irish experience of refornthe current and ongoing reform of the
public service in Ireland has its roots in the rodate 1980s when, consequent on a
rapidly deteriorating budgetary situation, growiagd unsustainable levels of public
expenditure, high unemployment, and continuingierssin economic competitiveness,
an economic austerity programme was put in pladéis programme had serious
consequences for the public service resulting ifomeuts in some services, such as
health and infrastructural developments, and th®diuction, for the first time in the
history of the State, of a voluntary retirementesuole to reduce the number of public
servants.

However, it is an ill wind that does not blow sogwod! The prevailing circumstances
helped to stimulate a period of reflection by semiwil servants who were concerned
about the role and capacity of the civil service @s overall performance. The civil
service here may be taken to mean the administratim of central government. As a
result, in a series of meetings of “networks” ohise civil servants the issues and
challenges facing the civil service were widelycdissed with a view to identifying how
best it might respond to such issues and make & mtetimg contribution to national
development. Time does not permit of a more dedadlccount of these deliberations
and events. Suffice it is to relate that arisingg of them an extensive reform
programme was formally launched by the Governmenth the backing of the
opposition parties, in February 1994. This refopmogramme was thé&trategic
Management Initiativeor SMI as it is more commonly called. Briefly, the SMiyrize
summed up as follows:
» Was formally launched by the Taoiseach (Prime Mam)s
= Was centred on the preparation of strategic plaalie@ “strategy statements”)
for each organisation; and
= Critically, was overseen by a group of secretageseral who were mandated to
identify “barriers” to the better management of el service and to devise an
appropriate change programme; the group was refjais® to report regularly
to government on the progress being made.
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On launching the SMI, the Taoiseach set three tibgecfor the civil service:
= To make a greater contribution to national develepin
= To be a provider of excellent services; and,
= To make best use of available resources.

It was strongly stressed that the strategic plasch had to be completed within six
months, were to be action-orientated. Thoughalytiaimed at the civil service, SMI
was also to be applied throughout the entire puddiwice.

A significant feature of the SMI process was thersight or steering group comprised
of a number of secretaries general (the top-masibseivil servants in government
ministries) under the chairmanship of the secretgyeral of the Taoiseach’s Office.
The establishment of this group, and the mandatadt given, ensured that ownership
of the process and the responsibility for advandimgsted with the secretaries general,
thus placing an onus on them to give effect to $Md and to devise the necessary
change programme. Consequently, the group prearadjor programme of change
which the government launched in May 1996 — thagpamme was entitleDelivering
Better Government or SMI/DBG.It represented a blueprint for extensive change, th
twin objectives of which may be succinctly statedbé:

= Better "government”, and

= Delivering better “government”

Better government (i.e. a public administratiortéreserving the nation and its citizens)
entailed:

» Quality services;

»= Regulatory reform;

» Openness and transparency; and,

= Better management of cross-cutting Issues.

Delivering better government (i.e. what the pulkevice needed to do to become more
efficient and effective and give value for monawalved:

= Devolved authority and accountability;

= Modernised human resource management system;

= Comprehensive financial management; and,

= Effective and innovative use of ICTs.

The goal of these latter measures was to removeetsmto better performance and
radically change the way public servants work

Time does not allow for a discussion of the mangaitives and resulting changes that
this programme gave rise to, or of the processesupd to involve managers and other
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staff in the programme in order to help bring abitnat changes in question. A critical
element of the process, however, was a seriesatiliag legislation which includes:

= Ethics in Public Office Act 1995;

» Freedom of Information Act 1997,

»= Public Service Management Act 1997;

» Privileges & Compellability of Witnesses Act 1997,

» Recruitment & Appointments Act 2004; and

= A New Civil Service Act (pending 2005).

Taken together, these acts and some earlier Aasy.- Ombudsman’s Act; Data
Protection Act; Comptroller and General Auditor (&madment) Act - represent a a
move towards a significantly new governance fram&wdesigned to make the
workings of the civil (and public) service more apand transparent and render civil
(and public) servants more accountable for thetromas and performance. In this
context, one Act merits special mention — Bhablic Service Management Act 1997.
This Act provides the basic cornerstone for a moderregmance system. Its purpose
may be briefly stated as:
= ... to enhance the management, effectiveness &peaancy of operations ...
and to put in place a mechanism for increased axtability of civil servants.

In particular, the Act sets out, and thus for tiretftime in law clarifies, the role,
responsibilities and powers of secretaries genddaider the Act the secretary general
is specifically responsible for:
» The day-to-day management of her/his departmeantriinistry);
» The provision of policy and other relevant adviodtte minister;
» The implementation and monitoring of policy;
» The delivery of the department’s services;
» The appointment, dismissal, and management oféhfenmance, of the staff of
her/his department — but, senior levels are exedypt
» The formal assignment of specific functions aadks to other officers or
grades; and,
» The preparation of strategic plans, at least onvegyethree years, for approval
by the minister.

4. The Parallels

Turning finally, very briefly, to the matter of glels between reform of the public
service in Ireland and its international countetpat will be readily seen that Ireland’s
approach is principally that of the “moderniserdhe SMI/DBG programme, which is
ongoing, displays all of the characteristics owftinpreviously in relation to the
modernisers. That said, however, it may be stalgalthat Ireland may be seen to be a
“pragmatic” marketiser in that it is a relativelgw-key proponent of agentisation and
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privatisation as a means of opening up certain ipusgrvices to competition and

general market forces. In the time available iswat possible to consider this aspect
of the Irish reform programme. Overall, then llvabnclude by saying that reform in

Ireland has been selectively radical and contirtoeadapt to changing economic and
social needs. In this context, we are by no meangque; indeed, we are in good

company!

/... for more information:

Some Useful Websites

> www.qgov.ie/taoiseach
> www.gov.ie/finance
> www.bettergov.ie

For information and publications on SMI/DBG and evgrnment developments and
programmes

» www.gov.ie/
For information on civil and public service orgaat®ns — provides links to the
individual organisation’s websites (containing g&gic plans; customer service plans,
etc.)

>  www.irishstatutebook.ie

Irish legal data base (e.g. Public Service Managetna@d other Acts).

> www.gov.ie/cpmr

For discussion and research papers on public mamegg issues and topics relevant to
SMI/DBG developments
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DINNER SPEECH

European Integration — the Swiss Way

H.E. Rudolf Knoblauch
Ambassador of the Swiss Confederation to Bulg&tdia

gk

Switzerland: The country and its political, econorand legal conditions
Swiss “European Policy”

EU enlargement and consequences for Switzerland

Conclusions

Questions

1. Switzerland

« The country: in the heart of Europe, size {3f BG), population (= BG), 4
languages, 26 cantons, 25% foreign populatienxenophobia), not a member of

the EU

* Politics:

The Swiss political system is unique and has grower centuries

Federalism 3 levels of Government (federal, cantonal, myabi

Direct democracy:. initiatives, referenda, majority of the peoplevas| as of
the cantons in votes on international treaties

Parliament: 2 chambers, non professional parliamentarianstésy of
militia)

Federal Government (“magic formula”, coalition parties and regions)
representing 80% of the popular vote

No opposition— more opposition within the ruling majority thentside. A
problem for any coherent, progressive policy.

 Economy:

The Swiss economy is well integrated — this makeallnerable and strong at the
same time

Geographic position (heart of Europe, communicabon

GDP: CH 310 Bio $ - BG 20 Bio

Dependence on exports (50% of income from exports)

Dependence on trade with the EU (80% of import8p @ exports)—» CH
second most important trading partner of the EU

Worldwide: CH is geographically a very small andlifpzally a small
country — a middle sized economy - a big commegmater and a financial
super-power
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Legal framework:

Switzerland’s legal framework with respect to Ewgap Integration is comparable to
EU law, but has quite a few particularities:

« CH is an active member of practically all internatl economic
organisations (WTO, UNCTAD, OECD etc.)

* Member of EFTA since 1960

* FTA with the EU (1972) and many other countries (B¥%3)

* Euro-compatibility of most new legislation (fit join in order not to join)

* But: Legislative process often “hindered” by fedsra and direct
democracy

2. Swiss European Policy

A Chinese proverb states that “one crosses the Ioydeeling for the stones” (i.e. that
you cross the river safely by feeling for safe stowith your feet). This is also a fitting
image forSwitzerland’s policy on Europe It is a policy of prudent, well-considered &
balanced steps, of pragmatic solutions and of thielemt pursuit of specific Swiss
interests.

Let me briefly summarise the stages of Swiss pdibeyards Europe throughout the last
decades:

In 1960 Switzerland joinedEFTA together with many present EU-countries like the
UK, Denmark, Sweden, Austria, Portugal etc. andthetthen European Economic
Community. Main reason: political objectives of EE€neutrality

The Free Trade Agreement of 1972 with the EECabolished tariff-based trade
restrictions on industrial goods between Switzetland the European Community,
an important step in Switzerland’s economic intégrain Europe.

In 1992 Switzerland’s efforts to integrate into the Sin@laropean Market failed
with the rejection of the participation in the EEBuropean Economic Area). The
EEA is a dynamic, institutionalized legal framewaoskich comes close to EU-
membership. The main arguments against the EEA weldical: neutrality,
dependence on EU, direct democracy. (On the sekeliNorway - the only other
important European country outside the EU — contt@CH didjoin the EEA).

After 1992 The “No” to the EEA forced the Government back the bilateral
track: In 1994 start of thirst series of bilateral negotiationsEqual access to the
Single Market was to be brought about in sevenerdfit sectors, through
agreements in selected areas such as transpoentici cooperation, free
movement of persons and technical barriers to trade objective was to negotiate
with the EU a set of bilateral agreements fitting interest of both parties.

2001 The first set of bilateral agreements between Zanénd and the EU was
clearly accepted by the Swiss voters.
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Parallel negotiations between CH and the Etémnew fieldswere started i2002
On the table were seven so-callddftovers” from the first series to which three
new sectors were added: The EU approached Switzesath a demand for a
solution in thetaxation of EU capital on Swiss banksas well as with the wish for
improved cooperation in thigght against tax fraud. Switzerland used thisindow
of opportunity and for its part added its own wish to the negotna basket:
participation of CH in the Schengen/Dublin treatieson border control and
asylum procedures From the point of view of internal Swiss politittsere were
some rather sensitive points which according to esdmight endanger Swiss
neutrality and sovereignty”, namely the agreemeotscerning free movement of
persons and banking secrecy.

The negotiations on a second packet of bilateedties were finalised in spring
2004 and ratification procedures in Switzerland andEkkare now underway. Last
June the Swiss voters approved the participatiol€ldfin the Schengen/Dublin
treaties with a majority of nearly 60%.

3. On-going EU enlargement and its consequences fBwitzerland

Switzerland’s European policy is influenced by faet that it is dealing with a
moving targeta dynamic and constantly evolving EU. With theession of ten
new Member States in 2004, the EU accomplishedbifgest enlargement in its
history. Thishistoric stepwas also of great significance for Switzerland.

From an economic perspective, EU enlargement ptesegreat opportunity for
Switzerland: The EU internal market — already thstishation of around two-thirds
of our exports — will grow by around a fifth in pdption terms to 450 million
people. Switzerland will extend the bilateral agneats of 1999 to the new
members, which — together with the Free Trade Ages# of 1972 - will
significantly improve access to these central aaslezn European growth markets.

The new EU members will also be interesting for t3arland as amarket for
labour force with great potential for recruitment. The extensiminthe bilateral
agreements on the free movement of persons willnntka Swiss economy will
have unrestricted access to this market for paktabour in the medium term.
Various sectors of the economy such as agricultoa¢ering or healthcare are
already pushing for an opening up Eastern Europeantries.

The extension of the first set of bilateral agreementt® the 10 new EU members
will be automatic in six of the agreements. Theeagion of the agreement on free
movement of persons however is not automatic. Naimis on the necessary
amendments to this agreement were carried out ssfoty and they could be put
into force at the end of this year.

A vote on the extension of the agreement on free movewiepersons will take

place in two weeks. If Switzerland proves unablel@cide positively on extending
this agreement, it may risk putting at the stakaricooperation with the EU in this
and other important fields. The next enlargemerthefEU as you well know is in
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only a short time away. Switzerland will than omggin have to renegotiate certain
aspects of its bilateral set of agreements witrs8els.

4 .Conclusions

* It seems clear that up to now Switzerland has bater successful in defending its
political, economic and legal status while stayaugside the EU.

* The present legal framework guarantees Switzenteadlly full integration into the
European market, with a legal framework which tatesr a great deal of the so-
called “acquis communautaire” and without the paait strings attached to EU-
membership.

 The present sets of agreements with the EU ardyegizeaking of a static nature,
i.e. they do not automatically follow up the evadat of European legislation.
Periodic re-negotiations to up-date the bilatergdties are therefore necessary. It is
however not sure that the EU has the time or/aadotiitical will to follow up on
the Swiss separate way (Alleingang).

» Switzerland’s policy of bilateral arrangements witte EU may therefore have
reached its limits — for Swiss politics as wellfasBrussels.

5. Questions

As is seems, Switzerland has been successful tuitspean policy. Yet some doubts
about the wisdom of this policy may nevertheles&kgressed — in fact nearly half of
the Swiss citizens ask themselves some ratheguitigy questions:

» Can Switzerland continue to go its own way in E@apIntegration?

* Does the Swiss economy have a choice to stay euthel EU market in the
longer term?

« Can Switzerland really defend its unique politigalstitutions i.e. direct
democracy and federalism by staying outside the EU?

e Or will Switzerland join the EU within a reasonaliégse of time in order to
uphold its peculiarities?

* What happens in 2007 or 2008 when Bulgaria and Ramaill join the EU?

* What could happen when countries such as TurkeyUttraine or Albania join
the EU?

Therefore, in the next few years the Swiss Government willehto take a decision

as to whether the time is ripe to take membership negotiations This decision will
depend on the following conditions:

- Sufficient experiencewith the bilateral agreements.

- Future Development of the EU (constitution, evolution a géométrie
variable)

- An appreciation of the consequences of EU membershipn key areas of
the Swiss political system. In particular, thesaason the consequences for
direct democracy, federalism, neutrality and ecoie@nd monetary policy.

- A broad(er) domestic supportto become a member of the EU.
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PANEL: THE EUROPEAN INTEGRATION
FROM THE EU POINT OF VIEW

Europe’s Conflicting Agendas for the Balkans and Bgond

Wim van Meurs
Senior Lecturer in European History and PoliticgdRoud University, Nijmegen &
Research Associate, Center for Applied Policy Rese&unich

1. Root Causes and Future Prospedis

Contrasting views on the prospects, time framesthadchecessary strategies to bridge
the current gap between the Western Balkans andrtlagged Europe of Twenty-five
are premeditated by diverging assessments of anttes and regional specifics. Views
range from the assumption that the real evil gersuthe Balkans’ bad reputation of
ethnic strive and backwardness to the claim thtteeithe violent disintegration of
Yugoslavia or structural historical factors reachiback to Ottoman times got the
Balkans off the beaten track of post-communistditaon.

The recipes for success vary accordingly. Some advatjjue that the Balkan countries
have to be treated as normal transition countriaseed of some additional resources,
patience and support in order to catch up with ger&atching up usually begins with

nation and state building much along the lines dfawwother European nations

accomplished one or more centuries ago. Othersdaahjkect that the Balkans seems to
be rather oblivious to the application of the stddinstrumentarium of transformation

and association assistance. Arguably, Croatia weatinked to make it, with or without

international guidance and assistance, whereassint international engagement has
failed to achieve a decisive breakthrough in Kosov8osnia-Herzegovina. The reason
for the disparities within the region may be eittiee more massive and unresolved
conflicts of the 1990s, the modernisation gap Yilmosocialism failed to eradicate or

the inadequacy of the current international regime3arajevo and Prishtina.

The “Western Balkans” is a 1998 Brussels constouctNevertheless, since the early
1990s shared legacies from authoritarian rule, ittoadl societies and ethnic
confrontation have set developments in the regipartafrom the transition process

*

Abridged and updated reprint of: “Rethinking tBalkans. Incongruities of State and Nation
Building, Regional Stabilisation and European In&gign”, in: Enlarged EU — Enlarged Neighbourhood.
Perspectives of the European Neighbourhood Ppéidg. Nicolas Hayoz, Leszek Jési#&/im van Meurs
(Bern: Peter Lang, 2005). The current paper islypadsed on two papers written in the context &f th
Bertelsmann Foundation project “Balkan ForunThe Next Europe: Southeastern Europe after
Thessaloniki(July 2003) andRethinking the Balkans. Incongruities of State aation Building,
Regional Stabilisation and European Integratidnine 2004).
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towards pluralist democracy and market economy Bstfentral Europe. The
destructive and inconclusive process of state atwm building emerging from the
disintegration of the Yugoslav Federation obvioulgtors into the loss of relative
advantages as a basis for democratisation and trafeems. The structural weakness
of the state in shaping societal dynamics consstuinother major legacy. Generic
explanations such as these, however, tend to gless the distinct profiles of the
individual cases, ranging from state weakness withanfinished state building in
Albania to inconclusive state and nation buildingSerbia. Generic Balkan trends also
fail to acknowledge the heterogeneity of outcommasging from Croatia fulfilling the
preconditions for EU accession negotiations to ro#ftates and entities failing to meet
basic European criteria. The perception of a shaast is a divisive rather than an
integrative factor, whereas the shared EU perspetias induced and facilitated some
regional cooperation initiatives. From a Europearspective, the positive avis of April
2004 for Croatia will precipitate a redefinition tife “Western Balkans”, exempting
Croatia from the region as it exempted the EU atoasstates of Romania and Bulgaria
five years ago. Whether Croatia’s “graduation” nsattke erosion of the Balkans as an
ignominious enclave in Europe or whether it merdeiyngs an reputedly ancient and
fundamental divide to the fore again is pivotahtty credible strategy.

In line with diverging assessments of root causes$ faiture prospects, opinions on
international assistance and guidance tend to giivas well. If the consolidation of the
Balkans is considered the basis of the processnolagion and catch-up that must be
allowed to run its course, (too much) internatiomaerference seems inappropriate.
Others might argue that, considering the havoaaught in the recent past, the region
requires particularly comprehensive and intensiwereal interference in these
processes of state and nation building. Historieatons indicate that a constructive
handling of ethnic confrontations requires a sugtianal authority. Both might agree
that the deficits in good governance and econoreieibpment could be compensated
for by additional assistance, infrastructure prige@nd foreign investment. Sceptics,
however, persistently point to the unintended cqusaces of external assistance and
guidance to weak states, ranging from aid depernydengolitical de-legitimisation. The
qualitative asymmetries between regional realgied European/international strategies
consequently might result in part in vicious rattiemn virtuous circles.

2.The Balkans in Europe

Realities in the Balkans and Eurogeno 2004 however, tend to be more complex and
causalities less distinct. Neither the Ottoman degganor the ethnic wars of the 1990s
can be considered in isolation. Irrespective ofdalbates on culprits and causalities,
what counts are strategic optionsho€ et nunc— in Europe and in the Balkans. The
current constellation of a Balkan enclave in araegdd European Union does not allow
for a catch-up of 19 century nation building or 20century state building in selective
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isolation whilst striving to enter the mainstreafmEuropean political and economic
transition in the 2% century.

Conversely, even though European proximity and detnation effects have exerted
decisive influence during most epochs of Balkarionys in current circumstances the
imposition of Western blueprints of state and matilding is as much a fallacy as the
a-historical catch-up approach. Unlike East-Cerfialope where the agendas of post-
communist transformation and European integratiauldc be handled largely
consecutively over a period of fifteen years, thest®rn Balkans are currently treated
with an amalgamate of stabilisation, transformatard integration strategies. The
congruence and applicability of the three stratedieis becomes a pertinent issue for
both Europe and the Balkans. For the Balkans, nverethere is no chance of isolation
from overarching globalisation and European integna thus precluding a catch-up
approach as a time-out from current developmendsremmm setting. For Europe, the
Balkans challenges the paradigm of transition a6 agethe sequencing of transition
and EU integration. Thus, neither is the Balkan®uatsider to Europe nor can Europe
pretend to be an outsider to the Balkans. EuropelanBalkans are inextricably linked,
both historically and prospectively. Alas, the ingouencies and disparities are none the
less real.

The crux of the matter is the fact that the perspe®f EU integration is essential for
the region’s future, but is not a panacea fortallsiructural problems. In fact, Eastern
enlargement is a role model, but a success is umatagteed for the next enlargement
process. Due to structural historical legacies &l years of warfare and ethnic
conflict, the preconditions for post-communist ®#ilon are substantially less
favourable than they were in East-Central Europee Tong process towards EU
integration began with the 1999 Stabilisation anskdtiation Process (SAP). The
integration process is partly driven by the urgsttbilise the region and coincides with
(rather than succeeds) the main thrust of sociok@oic transformation. By the time
the Copenhagen Criteria were written down, in Ezsttral Europe key macro-
economic indicators were already pointing upwardmirg towards sustainable
development. In the Western Balkans today, unenmmpdoy, inflation and de-
industrialisation have reached levels Estonia, &t@ or Poland have witnessed, if
ever, only for brief periods of time. Thus, the ltdrages of stabilisation, transformation
and integration have to be handled all at the staie and the EU consequently finds
itself in multiple roles: initiator, driving forc@assessor, mediator and final destination.

Although it remains to be seen how and when theeth®outheastern European
candidate countries (Romania, Bulgaria and Croati#l) be able to follow in the

footsteps of Eastern enlargement 2004, the WedBalkans constitute a strategic
challenge for both national and European policy-enskthat cannot be met by
replicating Eastern enlargement. In the currertesté affairs incongruencies abound.

78



State weakness and the predominant concern of atatenation building tend to
seriously hamper international engagement by nowiging matching indigenous
counterparts with corresponding institutional calitgds and policy priorities.
Conversely, elites and constituencies throughow tegion increasingly share a
European orientation, but indigenous political astductural constraints tend to run
counter to European priorities and conditionalities

Over the past three years strategy debates seenseddest that the Balkans was ready
for a major step forward: Moving from stabilisatitmintegration was largely seen as a
matter of the EU providing the right sets of instents and coherent policies. Since
then, trends and events — in particular the Thesgal Summit in June 2003 and the
positive avis for Croatia’s candidate status in iIA@004 — indeed announced the
paradigm shift from stabilisation and reconstructito European integration and
sustainable development. On the other hand, refwogress and political normalisation
in most of the region fail to meet expectationsespite massive assistance and the
acclaimed ultimate incentive of the European perthpe For most states and state-like
entities, state and nation building still consetitthe prime agenda. Thus, the key
question remains whether stabilisation, transfoionatand integration are either
synergetic or incongruent policy agendas — botimfi national/regional and from a
European perspective. As neither catching up byroigsly implementing the traditional
nation and state building agendas nor reproducimg EU enlargement agenda
corresponds to current realities and past legathessearch is out for sincere policy
options matching Balkan and European potentialscandtraints.

3. State and Nation Building — the Learning Curve

Nation and state building in the Western Balkans warked by emulation of Western
prototypes, combining the French model of the edisted state of citizens with the
decentralised German nation-state and eventuatiyotéalising ethnicity in multiethnic
states. With the post-communist conflicts of the9d® external interference in
processes of sovereign statehood achieved a nevityqualthough regional
stabilisation as a guiding principle links DaytanBelgrade and Ohrid to UN Security
Council Resolution 1244, the actual sovereigntyaragements for ethnically divided
societies vary widely. The variety of arrangemetgmonstrates both the specificity of
each case and the learning curve of the interraticommunity. Balancing the
representation aétnosanddemosunder the overall objective of a consolidated pwfe
states is a Zicentury challenge that cannot be resolved by eefs to and replication
of classic Western modes of nation and state mgldiThe Western ideal of
multiculturalism was largely a response to the ietilashes in the Balkans. Throughout
the 24 century, the ideal of the homogeneous nation-stete the invoking of

79



conflicting historical and ethnical claims to cémtéerritories and populaces has equally
failed to produce a consolidated outcome in thé&#a, to say the least.

Nation and state building does not allow for timarps and catch-up strategies, if only
because local constituencies have been exposedliticgd rhetoric deifying the
territorialisation of ethnicity and the homogeneonation-state for decades and
centuries. Irrespective of the question whetherptbidical focus on national statehood
is a root cause of state weakness and ethnic cooflirather a compensation strategy
for existing reform and legitimacy deficits, comséincies do matter. Surveys
throughout the region indicate that socio-econormiospects constitute the key
concerns of the populace. Unlike issues of natisoakreignty, however, these socio-
economic concerns and actual economic growth batedyslate into reform
constituencies. Reform governments tend to be deatically dismissed by the voters
at the next elections and replaced by any politaiedrnative, sometimes nationally
oriented coalitions. Typically, nationalist partiage less exposed to the mood swings
and frustrations of the electorate as their agaidaapegoating and stirring up ethnic
hatred is detached from the constraints and comigesnof day-to-day policy-making.

The unrivalled popularity of the European perspectias meanwhile indulged virtually
all parties to proclaim the compatibility of theiation and state building program with
European integration. The principles of regionabgisation and the consolidation of
the order of states is rarely presented or perdea® a precondition for European
integration. EXxisting incongruities between natiopeojects and European objectives
are covered up. Too often, constituencies have baptivated by nationalist and anti-
reform programs. Constituencies thus remain a k&gakntive to constructive dialogue
and strategic compromises on issues of nationareanty in and among ethnically
divided societies.

In the Balkans, neither the ideal of a democrasetiaexclusively on individual rights
nor the rigorous implementation of national selfedmination provides the acclaimed
silver bullet. Balancing a modest institutionalisatof ethnicity with the strengthening
of state functionality without provoking a cascaxfenew claims is the real litmus test
of political acumen and farsightedness. As a matitdiact, current proposals for the
territorialisation of ethnicity in the Balkans rghkdes inter-ethnic cooperation and
coexistence either to the level of informal localnmonunities or to the level of
international relations between sovereign statdse @eadlocked Belgrade-Prishtina
negotiations, the recent outburst of violence irséd@ and the strenuous process of
functional centralisation in Bosnia bear witnesghe persistent predominance of the
ethnic principle. Contrary to common wisdom thisgwminance does not imply a
“natural” inclination disqualifying the concept af multiethnic state as such. Respect
for and integration of minorities has to be thettwt line for any state with a credible
claim to “European-ness.” The actual implementatdrthis basic principle is not a
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matter of finding the magic formula, but rather afknowledging that a degree of
generosity in decision-making by the majority armhstructive participation by the
minorities are key.

4. Democratic and Territorial Ethnicity

Along the same lines, political will and vision etrthe sophistry of legal or historical
arguments — are critical to putting a halt to akBalcascade of new claims and actions
triggering further state fragmentation and ethmétesbuilding. As much as any change
to the status quo of territoriality and sovereigntgy be interpreted as a precedent for
other claims, it may also constitute a disincenthagically, each claim for ethnic self-
government (statehood or autonomy) adds to théipagion of similar claims by newly
created ethnic minorities within newly created #edi The Kosovo Albanians’ claim to
independence adds justification to the Kosovo Sedmmnand to autonomy or
partitioning. The Mitrovica concept of a furtherrt®rialisation of ethnicity adds to
corresponding temptations for Muslim, Albanian oanigarian minorities in Serbia.
There is no logical or “just” end to the spirallitagic of ethnic state fragmentation but
state functionality and regional stability. Thesegiples, however, hardly ever feature
in the debated considerations and plans. The atiemal community’s learning curve
started with the comprehensive institutionalisatémd proportionalisation of ethnicity
in Bosnia, while current wisdom (i.e. the Belgramlied Ohrid Agreements) cautions
against minority vetoes and ethnic decentralisatiOnerall, recent experiences in
democratisation, decentralisation, the institutisadion of ethnicity and resolving
status issues have forcefully demonstrated thadiak of replicating either Western
models or Balkan traditions in the weak states ethdically divided societies of the
region.

Democratisation as a key objective for the futufethe region highlights similar
dilemmas for both local and international strategighe dilemmas of international
interference in local processes of democratic gpisiand policy-making culminate in
the “quasi-protectorates” of Bosnia-Herzegovina &mwsovo. Democracy as a basic
mechanism of electoral accountability of politidahders constitutes a fundamental
European norm. With legacies of ethnic conflict axaghtive constituencies, however,
the ideal of a democratically responsive politieite may conflict with the ideal of
responsible policy-making. Democracy as the congmsive institutionalisation and
implementation of good governance certainly is ya fxeority of international strategies
for the region, but has proven largely elusiveni@a Western Balkans. In sum, for lack of
a vision beyond the national interest, positiveesgies between electoral democracy,
separation of powers, good governance and registailisation are no forgone
conclusion.
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Recently, decentralisation has become a favouritategy to boost democratic
participation and circumvent deadlocked statuseisdoy combining ethnic and civic
representation. In the P0century, in Southeastern Europe centralisationstiate
building failed to produce “strong” functional staf but rather generated regional and
ethnic conflicts. Today, the three complementarjectives of decentralisation tally
with European norms. Firstly, enhancing politicartipation and involvement of
reform potentials and constituencies at the loea¢ll in national politics. Secondly, a
closer connection and communication between theaddsi and needs of the local
population generating immediate feedback and pressu local decision-makers who
can be made responsible for the results of thdicips. Thirdly, the integration and
inclusion of ethnic minorities and their demands $elf-government on a sub-state
level. For weak states of unfinished nation budgdihowever, decentralisation can be
both a source of (new) strength and a process\ailggon sapping the limited policy-
making capacities of the central state, even witlawuethnic dimension. In ethnically
divided societies, no decentralisation can be e#thyi blind, but neither should
decentralisation pave the way for dysfunctionalregation instead of enhancing state
functionality. The risks of sliding state fragmeiaa and ethnic segregation in the
Balkans cannot be eliminated by referring to pastesses of decentralisation in other
parts of Europe. Arguably, a tailor-made devolutadrcompetencies taking the ethnic
as well as the functional specificities of sub-estaggions into account may contribute to
state consolidation and a reduction of conflicteptials. Again, political will and
confidence building are key.

“Europe,” moreover, sends mixed signals as far has (de)centralisation of state
competencies is concerned. The European Uniorf itseh prime example for the
divisibility of sovereignty, subsidiarity and “fugzstatehood.” On the other hand, the
new outer borders of the EU are increasingly peezkias hard borders by adjacent
regions and cross-border minorities. In the cartdidéates of Eastern enlargement the
EU has consistently championed a strengtheninggibnal and local self-government.
At the same time, not unlike accession negotiatitims Stabilisation and Association
Process builds up the position of the executiveawss the legislative, the central
government vis-a-vis regional bodies. The variol$ &ssociation or pre-accession
strategies and instruments typically presupposéiaflinctional and sovereign state as
counterpart. At the same time, the EU actively ugdess-than-sovereign entities in
the case of Kosovo or Bosnia and Herzegovina andcaded a “fuzzy” state edifice in
the case of Serbia and Montenegro as a lynchpiregibnal stability and a halt to
further state fragmentation. Evidently, the clagstion-state is the typical clientele of
the EU and its integration processes, but in thik@s the current state of affairs
contains a “catch-22” dilemma of a trade-off betweeU compatibility, regional
stability and state functionality: EU integration mo substitute for state functionality,
nor does regional stability produce state functiibpa occasionally they even appear to
be mutually exclusive.
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Similarly, international organisations and the Elparticular object vehemently to any
further territorial institutionalisation of ethnigie.g. in schemes for the federalisation of
Macedonia or the cantonisation of Kosovo. On tlieeiohand, the international attitude
towards models of de-territorialised ethnicity leen rather reserved too, as indicated
by reactions to the Hungarian status law or varjgatsonage relations between nation-
states and “their” minorities in neighbouring state the Balkans. Again, not the legal
sophistry of the arrangement, but rather the cenfié on both sides that proposals for
devolution or fuzzy statehood are not intended adirst step towards state
fragmentation and further ethnic territorialisatiorbut rather as a flexible
accommodation for ethnic rights without impairintyic democracy and functional
statehood. A functioning state — i.e. balancing @®w resources and needs, while
providing all its citizens with rule of law and ethsocial and economic framework
conditions — remains the key prerequisite.

5. Beyond Status Questions

All due attention for unresolved status questions uaconsolidated sovereignty

arrangements ought not to detract attention ancygrieom key impediments for future

development — impediments beyond current statustigums. The absence of unresolved
status questions is by no means a guarantor ofrggegn political and economic

transformation, as developments in Albania, Mongjeoeind Macedonia demonstrate.
Obviously, an answer to the status question doésgualify as a reply to the key

questions of modernisation and post-communist toamsation.

Despite the significant economic growth of recemang, most macroeconomic and
socioeconomic indicators concerning trade balanaed ade-industrialisation,
unemployment and poverty reduction, corruption amdanised crime, as well as
regional disparities and social inequality, do rmde well for future economic
sustainability, let alone “economic prosperity.” €Ttost decade of the 1990s has not
only worsened preconditions for economic developgméunit also sapped popular
motivation for the hardships of transition, whilargdoxically heightening expectations
of a prosperous future. Unresolved status questiertainly have a negative impact on
attracting foreign direct investment, ensuring fing&ional credits and implementing
privatisation, but the case should not be overdtathe pervasive problem of corruption
and organised crime, moreover, is not a regionatlition, but rather a global
phenomenon with a typical concentration in the wsalkes of post-communist or post-
imperial regions. The priority tasks of improvingate functionality, public
administration and legal frameworks are quite wiesl to the status issue — they can
and should be tackled prior to any status arrangeme
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Typically, the vision of future prosperity is a dueent theme in speeches by both local
leaders and international representatives. Locdllis usually presented as a natural
consequence of a national self-determination swiutd the respective status question.
In international and European statements, on therdband, it is presented as the
reward for consistent reform efforts and corollafyfeuropean integration. Visions such
as these may heighten the already hypertrophic lpppxpectations, but not the
chances of sustainable development. Due to hislestcuctural deficits and
competitive disadvantages in post-communist tremmsitall realistic socio-economic
scenarios for the region have to be modest andtermy and thus lose much of their
mobilising power. Current economic setbacks arenbth either on the local political
leaders’ lack of political will and vision or ondhnternationals’ unwillingness to settle
for an ethnic answer to the status question. Yeth bpointing fingers tend to
overestimate political agents and underestimateenlyidg structural dilemmas and
constraints.

6. The Next Decade — Conflicting Agendas

Contrasting the current state of affairs in theiaegto the national and European
strategies seems to indicate that agenda confliots idealised strategic objectives
persist on both sides. Incongruencies exist noy @mong theEuropean strategic
agendas of stabilisation, transformation and iregn, but also among theational
agendas of statehood, transformation and Europgagration, let alone between the
European and national sets of agendas.

In the case of East Central Europe, stabilisatias at most a sub-agenda of political
and economic transformation. By the time EU integraand accession negotiations
became the dominant issues on the political ageyatd;communist transformation had
long passed the political point-of-no-return and #dtonomic bottom. In the case of the
Western Balkans, stabilisation was the initial &ngh-priority agenda institutionalised

in the Stability Pact. The parallel institutionali®n of a Stabilisation and Association
Process represented the projected paradigm shifnh freconstruction and crisis

management to sustainable development and Eurapemmnation. Thus, in the case of
the Western Balkans stabilisation, transformationl @ntegration are three parallel,

equally important and inextricably linked agend&mr a variety of reasons the

transformation process lacks indigenous momentubjedlive and subjective reasons
include the disadvantageous structural precondifigdhe lost decade of the 1990s,
unfinished state and nation building, weak stateh@nd hypertrophic popular

expectations and the remoteness of the EU perspedthe EU, however, has proven
its value as anchor and stimulus for an indigen@fisrm process, but has not (yet)
become a development agency in its own right. Tagetoff between concentration of
economic growth projects and stabilisation-relatistributive assistance essentially

84



points in the same direction. Administrative capasiand thus absorption capacities for
external assistance and guidance are a key deficit hardly amenable to external
remedies. Thus, rather thanrrore assistance, room for improvement has to be found
in a better prioritisation, targeting and more lamanership.

Despite the EU’s increasing engagement in crisi;magament and post-conflict
governance, stabilisation strategies are essgnaditn to the EU. The Stability Pact
covers a number of conflict-related priority isstieat find no match in the instruments
of the Stabilisation and Association Process —gedureturn, reconciliation, etc. At least
in principle, the open regional approach of theblitg Pact is often at odds with the
bilateral, conditional approach of the EU. EU caiodialities are mainly linked to the
criteria of integration leaving few options to liskabilisation to meaningful sanctions
and attractive incentives.

The EU, moreover, is likely to become more stririgan the interpretation and
application of its accession criteria — partly hesma of the state of affairs in
Southeastern Europe, partly because of deficitisenmplementation of enacted laws in
East Central Europe that will become apparent afteession. In fact, cooperation with
the Hague Tribunal, the Dayton, Ohrid and BelgrAdeecements, as well as minority
protection and refugee return, already constityecisic conditions for the Western
Balkans. Typically, the EU continues to develop melicy areas that come with new
standards to be met and new reforms to be implederfEurope” thus remains a
moving target. At the same time, EU funding for theestern Balkans is typically
“frontloaded” and decreases with basic stabilisatiand the completion of
reconstruction. Funding is not likely to increasahe 2007-2013 budgets. Conversely,
the ten new members; the two 2007 candidates witimaps and enhanced assistance;
and Croatia with candidate status will all takel fatlvantage of the EU. The gap
between the Europe of 28 and the Balkan enclageusd to increase considerably.

Local political decision-makers may easily feet lbne with the incongruencies of the
EU agendas of stabilisation, transformation andgrdation. Despite the assumption of
complementarity and synergies, they face hard elsoiconcerning a plurality of

instruments, conflicting options and unranked pties. Local agendas of national
statehood, transformation and European integraliowever, tend to be incongruent as
well. Insisting on a maximised option of ethnictsteood certainly jeopardises both
economic progress and EU integration for the regisra whole. The best integration
instruments may or may not be equally effective pmgbosive for the key objectives of
the development and transformation agenda. A praaanplementation of the full EU

acquis may unnecessarily limit policy options arabkte political energy more urgently
needed in transformation management. A generic@amo vocation shared by next to
all parties in each country tends to obscure trecb@onditions of EU integration and
the incompatibility of some national agendas. Cauggtween seemingly unmovable
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counterparts both internationally (imposed condditties and directions) and
domestically (illusive support bases and politi@nsensus), the model of EU
integration often seems more convenient than theshgs of the transition process.

If external factors are as vital for the futuretioé Western Balkans as most strategies
see it, prospects are bleak, to say the leastehtlid the time has come for a rethinking
of strategies by and for the Balkans. The optimignerated by the apparent success of
physical reconstruction and basic stabilisatioth& post-conflict phase is wearing thin.
The paradigm shift from reconstruction to developtefrom stabilisation to
transformation and integration as well as the répcton of the successful Eastern
enlargement strategy in the Balkans, however, @aisember of fundamental questions
that have yet to be answered.

Consequently, it becomes increasingly clear thas ia fallacy to treat the Western
Balkans as a case of delayed or catch-up tranghimins essentially comparable to East
Central Europe. Most likely, neither additional @&mor additional funding per se can
replicate the apparent success of Eastern enlargegm8outheastern Europe. What sets
the Balkans apart may be structural phenomenaglbtigk to (pre)-communist times,
the legacies of post-communist conflict or the eatrmismatch of weak states and
strong international assistance. Despite best tiolen and well-tried policies, the
current strategies for the Balkans, somewhat parealy, seem to place the ball in the
EU’s court. Rethinking, however, not only involvegrrent European policies for the
Balkans as largely modelled after the strategied mrstruments of EU Eastern
enlargement, but also local policy-making. The Ed¥spective is often (ab)used as a
substitute for stringent national reforms and ocwmudive regional policy-making.
Although its enclave position in Europe and sol@romises secure the EU perspective
for the Balkans, there is no guarantee againshdosut in the on-going process of
European integration. Time is of the essence.

7. Europe’s Rethinking of the Balkans

Europe’s inclination to perceive and remodel th&&as to its own image is as much in
need of rethinking as the Balkans’ inclination teat Europe as expedient for local
contradictions and incongruities. Formally, the §daoniki EU-Western Balkans
Summit of June 2003 marked the latest “rethinkin§’EU strategies for the Balkans.
Since then, however, EU integration strategies tf@ exclave region have been
modified by proxy due to substantive changes btBuropean policies towards other
regions and in other EU policy fields. Firstly, theception of the European
Neighbourhood Policy a.k.a. Wider Europe in 200346ulminated in a consolidated
EU strategy and a first series of national ActidanB (in Mai and December 2004
respectively) and may be challenged by the upcomaggme change in the Ukraine.
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Secondly, the completion of Eastern enlargememilan 2004 with ten new members
has freed up resources and political attentiortHernext (South-eastern) enlargement,
all the more so as the Brussels European Couneitémber 2004) made an epochal
decision by announcing accession negotiations Witkey for October 2005. Thirdly,
with the consolidation of Common Foreign and SeguPolicy (CFSP), Europe’s role
in policing and peacekeeping in the Balkans havpaeded and now include the
Proxima civil police mission in Macedonia as wedlthe EU Police Mission (EUPM)
and the EUFOR in Bosnia-Herzegovina (replacing SE®Burthly, in late 2004 a new
European Commission has taken office, which impiesarrangement and redefinition
of competencies in external relations and a windawopportunity for a major
reallocation of resources in the financial perspec2007-2013 (in which external
policy is a key objective, together with compettiess and cohesion, sustainable
development and European citizenship).

The Presidency Conclusions of the Thessaloniki pema Council focused on the
historical process of deepening and widening Ewapnpategration. As the European
Council did not go all the way in shifting the pdigm from stabilisation to European
integration, the Presidency’s Conclusions summanitiicates adjustments within and
around the Stabilisation and Association Processleviurning a blind eye on non-EU
institutions (e.g. the Stability Pact), bypassitg own heavy-handed interference in
Serbia-and-Montenegro state building and praidiegpolicing and military missions as
a European achievement without reference to thenyidg stability risks. Following
the optimist’s logic, the Conclusions rather eusegi the Stabilisation and Association
Process (SAP) on the European side and the develupof “regional ownership” on
the part of the Balkan states. The strengtheningeficcession dimension, the copying
of some accession instruments and some additiamalirfg for social and economic
cohesion in the region were meant to underlineeilm®pean promise by “enhancing” or
“enriching” the SAP.

In the summit declaration of 21 June, a new biahfaram, the so-called “EU-Western
Balkans Forum” flanking the SAP was announced whih two-thronged objective of
stimulating regional co-operation and strengthening political dimension of EU-
Western Balkans relations. Additionally, a new E@an Partnership (modelled on the
National Programmes for the Adoption of the Acquusthe accession process) was
initiated, highlighting the bilateral “privilegectlationship” and promising tailor-made
benchmarks and incentives. The details were hantmenet in the so-called
“Thessaloniki Agenda for the Western Balkans. Mgvilowards European Integration”
that specified the promised “strengthening of tleeeasion dimension of the SAP*:
twinning programmes, access to TAIEX (Technicaligtssice Information Exchange
Office) and acquis monitoring as well as a tuning GARDS (i.e. Community
Assistance to Reconstruction, Development and &tation) and SAP assistance to the
acquis.
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Compared to the highly critical and blunt assessméprogress made in the Balkans
over the past few years (e.g. in the SAP annuabrtgpthe confirmation of the
“European perspective” by the European Council lwkswarm at best: “The future of
the Balkans is within the European Union”. The adtadalities were highlighted and
some observers will have noticed that the term 6Rean Integration Partnership”
proposed by the Commission was changed to “Europeartnerships” in the
Thessaloniki Agenda. Two proposals made by regimaalers and international experts
— and partly adopted by the Greek Presidency — weopped in Thessaloniki: To
transfer the SAP and the Western Balkans from DGergal Relations to DG
Enlargement and to provide additional funding focial and economic cohesion in the
region. The Thessaloniki Agenda seemed to havdifaeh“political will” as a largely
independent variable as far as the structural caokeeforms deficits are concerned,
but a dependent variable as far as European inesntand conditionalities are
concerned. Probably the most tantalising statementhe Declaration was the
acknowledgement that the SAP “will remain the fraraek for the European course of
the Western Balkan countries, all the way to theire accession.” This suggested that
countries like Croatia, even if they “graduateddnfr Stabilisation and Association
Agreement (SAA) to candidate status would stay witthe SAP (and under DG
External Relations!). Thus, the heterogeneous regiould be kept together no matter
what — an awkward set-up again suggesting thatla(l@eng-term) trajectory towards
European integration was (and is) not yet on thHitigal agenda.

In a weighing of the pros and cons of the Thessil@gxgenda, the cons concern the
absence of a concept for social and economic cohesid against increasing disparities
between Western Balkans and the accession sthgesnissed opportunity to transfer
SAP to DG Enlargement, the prioritisation of adwhgovernance issues and the push
for intra-regional cooperation rather than functiboooperation in a broader European
framework. The pros of Thessaloniki are the intcigun of benchmarking, interim
incentives in the SAP (visa regimes, customs uniamegular political dialogue, the
enriching of the SAA’s accession dimension as &elsome tentative elements of non-
acquis driven cooperation. In sum, the EU agender afhessaloniki did not fully
follow through on the necessary far-reaching conseges of a strategy of European
integration. At the same time, paradoxically, iraldeg with the specific burdens and
deficits of the region, the EU relied too much ba European perspective alone.

The Task Force designing what would become knowth@guropean Neighbourhood
Policy referred to the Western Balkans in somds$irategic considerations. Arguable,
the countries of the Western Balkans may have nmoreommon with Moldova or
Ukraine in terms of nation and state building afragles than those two neighbours have
in common with Algeria or Israel. Stabilising pastmmunist and/or post-colonial
states in Eastern or Southeastern Europe (or,har matter, the Caucasus) seems
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qualitatively different from the challenges of madeation and democratisation the
African states on the Mediterranean face. The nategory of “neighbours” implies

that EU accession is not an option, no matter iatwimeframe or in what stages. Once
this “golden carrot” of EU membership is off theblg the EU hopes to offer its

neighbours attractive special, privileged relatioms the economic sphere and
concerning the “four freedoms.” It remains to bersevhen the governments of the
neighbours will be ready to relinquish the mantfaao illusory EU perspective and

settle for privileged relations conditional on coete reform efforts. The African

neighbours may be more ready to do so as they tolaim to be “European.” By the

same token, the Balkan countries that do have gierm EU perspective must have
run havoc in Brussels to undo any association withcategory of never-candidates.
Nevertheless, the idea of a “silver carrot” mightrblevant for the Balkans and the long
interlude between EU perspective and EU memberakigvell. Enhanced bilateral

relations and functional cooperation with the EUsale the logic and dynamics of the
enlargement process can be mutually advantageocen ktill be conditional on reform

progress and may be used to improve local predonditfor development without,

however, further eroding regional ownership.

Currently, the European Union of Twenty-five is gome extent moving (are being
moved) in the direction of external cooperation dlekible modes of integration
without an absolute nexus to the full accessioncgss. Some elements from the
accession package are spread more widely: The WeBtdkans access to TAIEX was
hotly disputed less than two years ago and is ndiereml under the European
Neighbourhood Policy. And in its July 2004 Commuaticn outlining the European
Neighbourhood and Partnership Instrument (oridynedlled the New Neighbourhood
Instrument), the Prodi Commission argued that “ideo to ensure a comprehensive
approach, the Instrument should also cover thogghbeuring countries which benefit
from CARDS and Euro-Med partnership, even thoughWrestern Balkans fall outside
the political scope of the Wider Europe CommunaratiFollowing the accession of
Bulgaria and Romania to the European Union, thendérs with the Western Newly
Independent States and the Western Balkans wilfubge external borders of the
Union, and are therefore also considered.” SinyijaBrussels no longer rejects
Moldova’s claim to Southeast European status (imglyhe perspective of participation
in the Stabilisation and Association Process) ghbtriand for all eternity. More
practically, irrespective of individual progress BAP, in November 2004 the
Commission decided to sign framework agreement$ uhe five states on their
participation in Community programmes ranging framti-discrimination and public
health to e-learning and gender equality. Thusthese cases, fuzzy, but functional
considerations took precedence over the neatnessgoégated regions defined by their
status vis-a-vis the European Union. If the Ukramere to move consistently in a
European direction — not only in terms of politighletoric, but also in terms of
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economic and political reforms — the EU might febliged to take additional steps
towards a new approach of integration.

With the successful completion of the “big banglaegement of 2004, the EU seems
also more willing to “compromise” on the separatioh new-members and still-
candidates (Romania and Bulgaria) as well as orsdéiparation of old candidates and
new candidates countries (Croatia). To avoid thatdecision to postpone the accession
of Romania and Bulgaria will exacerbate the gapvbeh the ten acceding states and
the two latecomers, at the Copenhagen EuropeanafoarDecember 2002, the EU
came up with the roadmap for Romania and Bulgditiey will receive additional pre-
accession assistance to match their reform effort'ecome members in 2007. The new
EU members are likely to attract more foreign iriwesnt and will have access to the
various EU funds for social and economic coheswell-defined specific benchmarks
in the roadmap are linked to a phase increase sistasce (to +40% by 2006).
Additionally, Romania and Bulgaria will in many pests be treated as if they already
were members and be allowed to participate in abeurof Community programmes,
agencies and committees. By making the bordersdsgtwdifferent statuses somewhat
permeable, the EU intends to meet the counterptivd@uacconsequences of its
conditionality — widening gaps and increasing digf@s. The recent decision to close
the last chapters in the accession negotiationd Widbmania points in the same
direction. Again, the option of a rigorous applioatof the full acquis conditionality
(no doubt resulting in a further postponement otliiarest's membership perspective)
was weighted against the predictable counterproduaonsequences, the problems
involved in accepting Bulgaria but not its neighband the automatic reform push an
accession date produces ... and a portion of pdligjoadwill tipped the scales. And
Croatia has been accepted as a candidate, everghthfmrmally the six-year
Stabilisation and Association Agreement will notezninto force before 1 February
2005. Macedonia’s application was not rejected thiede are some indications that the
EU is ready to apply a certain degree of leniemcgrder to move the SAP forward for
the other countries of the region as well.

The recent proliferation of EU missions (policingeacekeeping, monitoring) in
Macedonia and Bosnia, prominent proposals for andading role in Kosovo as well
as the EU High Representative’s robust mediatiaimiimished state-building processes
in the region (Serbia and Montenegro, Kosovo, Mao&) all point in the same
direction. The European Union is increasingly wijito shoulder responsibility for this
European region. The dilemma of the three potdntigbnflicting agendas of
stabilisation, transformation and integration, hegre remains. The EU is reputed to be
a soft power with increasing hard-power capabitigielding a full set of tools ranging
from economic assistance to crisis diplomacy, frtnade privileges to policing
missions. Thus far, in Brussels different instins and different strategies tended to be
responsible for the various power-projection instemts. Thus, the Belgrade
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Agreement for the state of Serbia and Montenegghtrhe a success under the CFSP
priority of stabilisation, but it was at the samend a stumbling block for the
Commission’s strategies of economic transformatiad, eventually, integration. The
ENP provided part of the missing link between ttaddisation agenda of the December
2003 European Security Strategy (with a strong oo weak states) and the reform
guidance and assistance offered by the Europeamixsion.

Last, but not least, the new Barroso Commissioiwénty-Five has eliminated the
strange constellation with Enlargement Commissidrenheugen taking responsibility
for the Neighbourhood Policy, while the WesternkBals and the SAP were still in the
hands of External-Relations Commissioner Pattematix might achieve candidate
status, but would never be transferred from DG ieleRelations to DG Enlargement.
Currently, Commissioner Ferrero-Waldner is in cleagj External Relations, which
prominently includes ENP. Typically, the ENP Tas@rde is led by officials from
External Relations, who also take responsibility foe two “sub-regions” (Middle
East/South Mediterranean and Eastern Europe anda€as), whereas their colleagues
from Enlargement handle horizontal and sectoralessResponsibility for the Western
Balkans and the management of the SAP has beesfdreed to Enlargement
Commissioner Rehn. Coordination between the releva®’s (Foreign Policy,
European Neighbourhood Policy, External Cooperatftmgrammes, Enlargement,
External Trade, Development Policy and HumanitaAh) is being enhanced. As of
2007, the budgetary resources for external relatiail be concentrated in three
horizontal instruments (Instrument for Stability,abto- Financial Instrument and
Humanitarian Aid Instrument) as well as three “amdc”’ instruments: the
Development and Economic Co-operation for countbeyond the neighbourhood
(Asia incl. Central Asia, Latin America, ACP); tHeuropean Neighbourhood &
Partnership Instrument (ENPI) combining TACIS, CBfid MEDA for the Southern
and Eastern neighbours; and the Pre-Accessionumsirt (PAI) for candidates and
potential candidate countries (i.e. Western Balkameplacing Phare, CARDS,
SAPARD and ISPA. In the Commission draft ENPI ar&l ®ould each account for
one-seventh of the external-relations budget #@.billion Euro per annum). Thus, the
institutional and budgetary set-up would be stréamal quite considerably, but the
concentric logic geared towards membership wouil dominate: the regional
borderline between EU-15 and the original candslatél disappear with the accession
of Romania and Bulgaria in 2007. Thus, by defshdt mew inner border is between the
EU-27 and the six candidates of “Southeastern gataent” and the outer border
between the EU-27+6 and the 17 countries of thefaan neighbourhood.

In sum, international and internal developments emdstraints have upset the EU’s
scheme of “regional containment” even before it thaeén fully implemented. With

their roadmaps, the delayed Southeast Europeandeaes of Romania and Bulgaria
have eroded the barrier between new members amtidedes. Croatia has jumped the
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wall between “East-Central Europe” (including Romaarand Bulgaria) and the
“Western Balkans” by acquiring candidate statuscédmnia may be the next in line.
Finally, after the “orange revolution” Ukraine hasme strong arguments to be freed
from its “never-candidate” status as the toppingefighe action plan and messages
from Brussels indicate. And Moldova is on the baadan while claiming with some
success “Southeast European” (i.e. potential SAfRHdate) status. Correspondingly,
EU paradigms of intra-regional (rather than intgional) cooperation, separate
integration tracks for the various regions as vesllneat regional prioritisations and
sequentialisations of the three agendas of stabdis, transformation and integration
are being subverted before the scaffoldings haee beken down.

92



Collapse or Recovery?
Remarks on the Lisbon Strategy of the European Unio

Prof. Andrés Inotai
Director General, Institute for World Economics,dypest
President, Economic Policy Institute, Sofia

Introdcution

From the late nineties, the process the EuropeaonUcould be characterized by
contradictory trends of development. On the positide, the integration process could
successfully face the challenges of introducinge@& and common currency in twelve
of the fifteen member states at that time. Not legsortantly, although not without
problems and hidden conflicts, it has carried betliroadest enlargement of the Union
from 15 to 25 member countries. However, on theatieg side, similarly important
factors and new phenomena emerged that are likeffféct the medium- and longer-
term perspective of Europe in general, and of tiiegration process, in particular. A
substantial part of the envisaged deepening infrdmmework of the internal market
program has not been implemented fully or at abealization of several factor
markets, deregulation, etc.). As a result, the migaky largest enlargement took place
in a ,vacuum of simultaneious deepening”, alway$remd accompanying previous
enlargements. But more concern was produced byabl@xternal) developments. In
the last decade, the EU started to lagging bemndternational competition. First, the
United States could achieve higher growth ratesgidevels of unemployment, and —
although professionally a topic of hot discussippreductivity gains as compared with
the EU. Second, and this development is not ydy faken into account as far as its
longer-term economic, social and even politicalsamuences are considered, new and
highly competitive powers have entered the sceheeaC India, but a growing number
of emerging economies, including the new and catdi®U members of Central and
Eastern Europe, have become serious competitonsilngtobal commodity and service
markets and for international capital.

The European Union did discover the challengesdasheabentify some but not all of the
new trends and their potential impact on the futofeEurope. As a result, a new
strategy was outlined and accepted by the Euro@eamcil in Lisbon, in the spring of
2000. The importance attached to this strategyeiarly demonstrated by the fact that
annual progress reports have been prepared in tvdaeasure the EU’s performance
as compared to the targets $étso, as evidently represented by the rapidlyngng
litereture on the subject, also the internationalfgssional community has devoted

% See: The annual Lisbon Scoreboard reports prefréd Murray (2003, 2004).
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outstanding attention to the EU’s future role i tjlobal economic environment and
the necessary changes in the framework of theratieg and the national economies of
the key member countries as well. Furthermore, gherity of the topic has been
underlined by a special committee led by the forDetch prime minister, Wim Kok,
that prepared and presented a critical overviewheffirst four years of the Lisbon
process and came up with new proposals and a raddifienda until 201DAs a result
of the report, in the spring of 2005, the basiceobyes have been officially modified
and new instruments for their achievement accepted.

This paper consists of seven chapters. First, tlggne of the Lisbon agenda will be
shortly described. The second chapter deals weghthin objectives and their current
level of implementation, followed by a short chapie the methods proposed for their
implementation (Chapter 3). Chapter 4 addressese soimthe key problems and
contradictions of the Lisbon Agenda. Next, the wattve suggestions of the Kok
Report will be presented (Chapter 5). Chapter Gaina some remarks on the position
of the new member countries in the Lisbon procdssprovides a preliminary
assessment of their performance and tries to gredinpnary, and in some cases
necessarily contradictory, answers to the questmnyhat extent enlargement can be
considered as a proactive or a retarding fact@cbfeving the (modified) Lisbon goals.
Finally, in Chapter 7, some conclusions will bevana

1. Origins and birth of the Lisbon Agenda

Interestingly, and in sharp contrast to many otteyr policy areas and reforms of the
EU, the Lisbon process could not rely on severatry®f fundamental and coordinated
theoretical and policy-oriented research. While glestation process of the Economic
and Monetary Union was accompanied by high-levefgasional studies and even an
institution (European Monetary Institute, led by.Ngr Lamfalussy), the Lisbon strategy
emerged suddenly, although not decoupled from teng- global processes the impact
of which had already been felt in Europe as wetibddy denies the timely emergence
of the strategy. However, beside the pressing eatgressures and the - right or not
fully justified - perception of declining competieness of Europe, the birth of the
Agenda needed two accidental elements. On the ame, the Portuguese Presidency in
the first half of 2000 was apparently short of cgpts how to make this half a year a
success story in the process of European integraficnew and refreshing idea had to
be identified — and it could be. On the other hahdre was a document written by a
Portuguese expert that has been integrated intagkada of the European Council
meeting in March 20001n fact, these elements have given birth to treban Strategy

4 Kok (2004)
® Rodrigues, M.J. (2002), Rodrigues, M.J. (2004).
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that became one of the fundamental reference pwiritge last five years of European
integration and a permanent preoccupation of thaer@ission®

Evidently, ,accidents” as mentioned above, couldilyghave been able to influence the
priority setting of the European Council meetingdaven less the ,rooting” of the
ideas in the last years not only in the policy-magktircles of Brussels (and the member
states), but also, and increasingly, in the pulghinion-shaping debates all over Europe.
The successful ,birth” (or acceptance of the sutjges needed a receptive
environment. And this was given by at least thessdrs.

First, the medium- and longer-term assessment ef Ebropean economy became
gloomier at the turn of the millennium. AlthoughetEEconomic and Monetary Union
could be sold, at least temporarily, as a succtmy,sn the global context Europe
seemed to loose ground in almost all areas. Groatds remained much below the US
ones, let alone a comparison with the booming Asieonomies. The transition to a
knowledge-based economy encountered substantiall, l@gstitutional and mental
barriers in most, but certainly in some of the kegmber countries. Registered
unemployment revealed stubbornly high levels in thoosintries, without any prospect
for short-term and meaningful reduction. A compamisvith the US demonstrates the
growing differentiation process. In 2004, the UB®R5per capita was 40 per cent higher
than that of the EU-15. There was a productivitp deetween the two economic
superpowers of 22 per cent in favour of the US. @imployment ratio was about 10 per
cent (in case of women almost 20 per cent, anddafrly people almost 50 per cent)
higher in the US than in the EU-15. Moreover, R#peanditure in the US reached 2.8
per cent of GDP instead of 2.0 per cent in the BUXok, 2004). Correspondingly,
average annual growth in the US amounted to 2.&@etr between 2000 and 2006, as
compared to a mere 2 per cent in the EU-15, torgel&xtent due to the higher
employment rate in the former (Breuss, 2005).

® A large number of analyses prepared or commiseitiyehe European Commission have been
published in the last years. Most of the studiggeaped in the bi-annual professional review of the
European Commission and in Occasional Papers d&uthgpean Economy. For recent sources see:
European Commission (2005a), European Commissiodbf2). Detailed surveys cover almost all areas
of the Lisbon Agenda, from competitiveness throBgtD, education, deregulation to labour market and
employment issues.

" At the same time, Europe performed better thartBén the fields of environment protection, spiecif
energy consumption and general consumer price.|@ealcerning the growth differential between the
US and the EU-15, in the period of 1991-2003 itheal an average annual rate of 2.9 in the US &nhd 1.
per cent only in the EU. However, this was trarglab a much smaller difference in per capita GDP
growth of 1.9 and 1.7 per cent, respectively. Tlaénnexplanation lies in the substantially highesvgtih

of the US population (1.2 per cent annually) thzat bf the EU-15 (0.4 per cent annually) (Breuss,
2005).

95



Second, the process of deepening came to a halt evthe case of the EMU, as
common monetary policies lacked to be accompaniethdsmonization (or relevant
coordination) of fiscal policies and national itgtions. This was felt as a particularly
important problem in the context of an enlargentgnten new members, in GDP per
capita terms ,poorer” than the EU-15 average. Tlhes,double task of absorbing the
enlargement impact successfully and channelingpdsitive energy into enhanced
competitiveness on the one hand, and of succegd$fding global challenges, on the
other, became evident both for policy-makers aedgtropean business community.

Third, although belatedly, the medium- and longrempacts of the demographic
trends in Europe started to get increasing attent& least on the level of policy-
advisors and policy-oriented research communities.

2. Main original objectives and the preliminary implementation record of the
Lisbon Agenda

In March 2000, the European Council defined thee(lambitious double goal that the
European economy has to overcome the US econon30b§ and become the most
competitive economy in the world. The key elemenfsthe strategy included

innovation, liberalization, enterprise deregulatiemployment and social inclusion as
well as sustainable development. In more detaié fbllowing tasks have been
identified:

(a) Innovation
(aa) Information society
- increasing the internet access for households, oéshand
public services,
- promoting new technologies (3G), mobil phones amadband
internet
(ab) Research and development
- Introduction of community patent (originally by 200
- annual R+D spending to reach 3 per cent of GDPOiy 2
(b) Liberalization
(ba) Telecoms and utilities
- increasing the competition in telecmarkets to reduce charges
(particularly internet access clealg
- liberalize gas and electriticy markets
(bb) Transport
- increasing rail services competition
- creating a single European sky by 2004
(bc) Financial and othenvemes
- completing the financial services action plan b920
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- creating a single market in services
(c) Enterprise deregulation
(ca) creating favourable conditions for busineast4tp environment
- developing a program for the support of entreprestep
- develop and implement a European charter for soglinesses
(cb) regulatory burden
- simplifying the EU’s regulatory environment to reeuthe
burden on business
- implementing 98.5 per cent of the internal markgidlation
in the member states by 2002
(cc) state aid and competifpolicy
- promoting competition and reducing subsidies tagtay
- overhauling public procurement rules and makingmhe
accessible to SMEs
(d) Employment and social inclusion
(da) bringing people into the workforce
- raising the overall workforce participation rate/i® per cent by
2010,
- raising the participation rate for women to 60 pent by 2010,
- raising the participation rate of older workerssto per cent by
2010
(db) upgrading skills
- halving the number of 18 to 24 years-olds with oalyasic
secondary education by 2010,
- fostering a culture of lifelong learning, with suwpfrom social
partners
(dc) modernizing social patien
- overhauling pension systems to ensure the long-term
sustainability of public finances,
- increasing the effective retirement age by fivergg#o 65) by
2010,
- significantly reduce the number of people at risknf poverty
and social exclusion
(e) Sustainable development
(ea) climate change
- reducing greenhouse gas emissionsby 8 per cent fham
1990 levels by 2010, in line with the Kyoto protgco
- 22 per cent of electricity to derive from renewabtirces by
2010,
- breaking the link between economic growth and {ars
volumes by prioritising public and environmentafiyendly
forms of transport
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(eb) natural environment
- reducing exposure to particulates and ozone emissio
- improving the management of natural resources amgpig
the depletion of biological diversity.

Already at one-third of the ten-year period, by 20@ became clear that the EU would
not be able to meet the ambitious goals, Moreot®rpverall performance has been
downgraded between 2003 and 2004 (from C+ to (yreow to Murray, 2004). This is
the reality, even if the EU-15’s performance wasis&zctory in some areas, but very
disappointing in other ones. Similarly, behind Elg-15 average, substantially different
national performance indicators could be detedtethis context, and supported by the
World Economic Forum’s global competitiveness inddéaur groups have been
crystallized in the EU-15. Scandinavian countrigs,Finland, Sweden and Denmark
certainly belong to the pioneering group, by occéagyhe first, third and fourth places
on the international list (being the US on the selcplace). The second group of
countries includes Britain, Ireland, the Nethermrahd Spain, all of them highly
committed to the Lisbon process. The next groumlires two key economies of the
European integration, namely France and Germangh strengths and weaknesses
alike, but with an ambitious reform agenda (patédy in Germany). Finally, the
fourth group contains the worst performers, the sveloped members as Greece and
Portugal as well as ,no-reform” ltafyNeedless to say that measuring competitiveness
of the individual countries is just one basis fomparison and assessing performance.
However, in the global competition Europe is fagitigs seems to be by far the most
outstanding and comprehensive indicator that, tyrear indirectly, includes a large
number of Lisbon objectives (from deregulation o®¥D spending to employment
policies). Also, it has to be mentioned that nortouperforms evenly across the board,
so that they may occupy different places on thédmssocrecard. In addition, changes
in performance cannot be ruled out (in both dimew), although structural indicators
are unlikely to be able to change essentially withirelatively short period. Still, the
average performance — that is broadly divergingakes possible a general evaluation,
as regularly prepared by Murray (2003, 2004, 20@gcording to this picture and
based on performance indicators between 2000 a0®,2@ the altogether fifteen
indicators, Sweden is mentioned seven (!) timesthan positive side, followed by
Finland, the Netherlands and Slovenia (each of thentioned three times). On the
negative list, Italy is ,leading” by being placethang the worst performers in five
areas, followed by Greece in four, Belgium, Fradoeland (!) and Portugal in three
areas each. Later, in a short section (chapteredjilV return to the performance of the
new member countries. (For a detailed summary ef desessment of individual
members see Table 1 at the end of the paper.)

8 For a detailed country-specific analysis see Mu(2904). The 2005 report was not yet availabléat
time of delivering this paper.
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3. Methods and mechanism of implementation

The Lisbon Agenda was based on an implementatiooeps different from the well-
known Community practice, particularly expressedha transposition of the internal
market legislation. The latter made it a key antigakory task of the governments of
the member countries to take on and enforce contyileviel legislation in all areas
included into the single market programme. Instefad top-down process, the Lisbon
Agenda applies a bottom-up approach. Since polialging and decisions in most of
the fields included in the Lisbon strategy stillldiey to national competence, there
would have been hardly any other way to be chgg@mctional harmonization” has to
be started on the member state level, includingpracof economic and social
development on different levels of the given counfentrepreneurs, trade unions,
regional and local authorities and, last but natsie the societies). Moreover, an
interdisciplinary approach is required, since mahyhe originally formulated Lisbon
objectives affect not only economic but social, titnsonal and psychological
(behavioural) aspects as w&lTherefore, spillovers from one area to another famah
one member country to the other are expected tp larucial role in this process.
Similarly, best practice methods has been attattgidl importance. As a result, the
Commission has proposed and insisted on the opehothef coordination (OMC),
instead of imposing community-level regulationstib@ member countries. However, in
order to monitor the process, the Commission prechi® prepare annual progress
reports on the Lisbon process.

4. Some key problems and contradictions

There is a general agreement that the launchinigeoLisbon strategy was necessary in
order to shake up Europe and help the contineenbtio and become equipped for
global but also internal challenges. Unfortunatelye strategy was neither well

prepared nor adequately communicated. The firgtsyefits ,existence” have proved a

number of major deficiencies of the project. Evidgnt must not mean that the whole

undertaking should be forgotten or abandoned. Jlst opposite, it has to be

streamlined, better provided with instruments ammtcessfully disseminated. The

original programme offers many lessons for futuoedpean initiatives.

First: strategies generally do not work if theynimiate too many objectives at the same
time. Lisbon’s original project contained eight orajpolicy areas, subdivided into
several ,action plans”. (The above mentioned sutweWurray has identified 15 basic
indicators for evaluation, fundamentally deriveadnfrthe original programme.)

° As an example, competitiveness is by far notamseconomic indicator but both its level, structane,
even more, sustainability, are influenced by nooreenic factors.
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In such a situation, particularly if we want to ilmment a long-term strategy, rather
earlier than later, a ,process fatigue” is liketyemerge (Begg, 2005).

Second, more importantly, several priority objeesivevidently contradict each other.
High growth rates do not necessarily mean speeigd or our physical environment.
Similarly, enhanced productivity growth can not afs be accompanied with higher
employment rates. In general, the basic stratelgjectives — all of them to be agreed
with in principle — do not support each other. QGrae hardly opt for higher global
competitiveness while preserving the outdated amdcampetitive social models in
many EU member countries. Moreover, sustainableeldpment raises the basic
questions, what should be sustained in the firstamce: growth rates, productivity,
competitive structures, employment, social welfarejironment? All of them cannot be
put into the same package, probably not even ipeaial ,policy mix”, with different
shares of the individual factors. Of course, sucpaekage may be balanced in the
longer term, but not in the shorter one. The sgtif clear priorities must not be
avoided, even at the — provisional — detrimenttbéng equally important, factors.

Third: Contradictions are likely to emerge not ofrlym conflicting objectives but also
from conflicting consequences of different, somesncarefully coordinated objectives.
Viable strategies do not only require a ,smoothdrcination of different objectives but
also a forward-looking strategy of how to manage dhifferent consequences of the
individual policy elements of such a ,package siygt. What seems to be ,perfectly”
coordinated in the initial stage of the strategyesiaot provide any guarantee of
diverging developments during the implementatiorthef given plan. As an example,
ill-conceived regulatory reforms may result in iegdate incentives or anti-competitive
behaviour. Flanking measures are regularly needed & case of introducing one
reform only. This requirement has to be taken atoount even more if the introduction
of a package of interdependent reforms is at sthkea large extent, the success of
reforms depends on the normal (supportive) funatgrof the overall environment
including other policy areas, institutional backgnd and public opinion able to absorb
the short- and longer-term impacts of the refotfns.

Fourth: in several aspects, the bad (or unfortyn@teing of launching the Lisbon
strategy can also be blamed. Part of it can cdytdie attributed to global economic
problems and the falling growth rates in Europewa months after coming out with the
Lisbon Agenda. However, the basic motives of thisng could have been foreseen,
and, to a large extent, they were related moreutofean than to global developments
(and heritage). Another, and not less important, glathe ,bad timing” can be directly
connected to the long delayed reforms of some efkdy member states. It is rather
difficult to initiate a new stage of developmeritthe determining economic powers of
the integration do not show any willingness fororeis, either on the political and on
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the social levels. Key policy recommendations @ kiisbon Agenda, as flexibilization
of the labour markets, social welfare reforms delding learning were unknown
objectives or, in many cases, opposed hostility apgosition in the largely (or
absolutely) unprepared public opinion of severahber states.

Fifth: some, may be unavoidable, contradiction e®dIbetween goals and instruments.
Generally, one of the basic instruments of enhanaompetitiveness used to be
considered deregulation. However, a European ecgnthrat wants to become a
competitive factor on global markets in the 21sitgey, in some areas may need not
just deregulation on the nation-state level, bsbalew regulation on the community
level. This point is fully absent in the stratedgienking of experts involved in the
elaboration and implementation of the Lisbon Agenda

Sixth: most experts share the basic objectivesefLisbon Agenda, but, at the same
time, they are aware that the implementation ofhsgoals may have substantially
different impacts on the individual member stat®neenies. First, the ,absorptive
environment” is different from country to counti§econd, and partly due to this initial
difference, but also as a result of different nadiopolicies, the outcome may be quite
different. Obviously, the opted-for bottom-up apgmb is the only adequate one in such
a situation. However, success on the level of nattégn, can only be expected if the
adjustment process is driven by the key economigraof the integration or they are
ready to speed up their adjustment process andrawodate to the pioneering group
that represents a smaller (generally rather moddstje of the EU global economic
weight. According to overall historical experientlee first scenario only seems to be
viable. Regrettably, the EU had been representiagécond scenario in the last years.

Seventh: a technical or institutional constructiaiture of the original version of the

Lisbon Agenda consisted in the lack of ownership. drategy can work without

leadership. Certainly, bottom-up processes nedffexaht management and leadership
than top-down approaches. Still, for several yetirs,implementation of the Lisbon

Agenda was (almost) fully left to the policy makewsd the public administrations of
the member countries. Unfortunately, in the firsags of the Agenda, the Commission
did not play a sufficiently strong coordinating steering role by providing concrete
guidelines, encouraging the member states anduséyioonitoring the adjustment (or

non-adjustment) processes on the national level.

Finally, in contrast to the introduction of the ammn currency that was preceeded,
accompanied and followed by a widespread commuarc@ampaign everywhere, the
Lisbon strategy remained the issue of (part of) plodtical and intellectural elite.

Excepting very few cases, it did not reach the igudgbinion, it did not become a really
hot topic. Even large share of the business commywwemained unaffected, although,

% For more details see European Commission (209588-39.
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more and more, they were forced to face the pesiind negative impacts of global
competition, the Lisbon Agenda was intended to @reghem for successfully facing
the (sometimes) harsh winds of global challenge.

5. The Lisbon Agenda reedited in 2005

In itself, the above mentioned shortcomings cowdehgiven sufficient arguments for
reconsidering the original version of the LisboneAda. However, some additional
factors have also supported this approach. Onnikehand, Europe could not fulfill the
targets set in 2000. Almost at mid-time of the -sieffermined period, it became clear
that the time still available for meeting the onigii goals, does not suffice. In several
areas, instead of gradual approximation just theosie happened. The continent’s
original position kept on showing signs of furthdeterioration. On the other,
substantial experience could be gathered how swsthategy may work and where are
the major bottlenecks that should be eliminatedtHeumore, the new Commission,
headed by the previous Portuguese prime minisamroBo, from the very beginning of
taking office, considered the Lisbon Agenda as oher the most important building
stone of Europe’s future. Thus, the revisiting lod issue got the highest-level support
from within the Commission. In addition, ongoindaens in Germany (less in France)
and the new — and partly encouraging — challengasvidg from the big-bang
enlargement urged for reconsideration.

Based on this political, economic and psychologeavironment, a Wim Kok, the

previous Dutch prime minister and leader of sevEtallevel steering and monitoring

task forces, was invited to prepare a report onstatus of the Lisbon process, both
taking into account the current situation and mgkaroposals for the future.

Most importantly, and counting with the realitygtreport skips to stress the key aim of
the EU by 2010, concerning overcoming the US armbiméng the most competitive
region of the world. The key aims are much less iaous but tailored to a (still)
optimistic development scenario of Europe. Emphasislaid on the growing
competitiveness of the continent and policies tatld prevent Europe from getting
delinked from global developments. In this contéktee major proposals have to be
highlighted.

First, the priorities have been obviously reducedwo basic goals: economic growth
and employment. Social and environmental issuearbecsubordinated to them, while
other issues fell ,victim” of the ,cleaning” proce®r became integrated into the main
headings. In the two main ,pillars”, altogether teénectives have been defined:

- well-performing internal market,

- free and just trade,

- improvement of legal rules,
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- improvement of the European physical infrastructure
- investments in research and development,
- supporting innovations,
- establishment of a strong industrial base,
- more and better jobs,
- flexible labour markets,
- higher-quality education
(European Commission, 2005b).

The programme places high emphasis on the rapidpledion of the liberalization
process in the internal market.

Second, new initiatives and programs are expedatebiet implemented in order to
support the implementation of the main objectivdsEuropean Youth Pact and an
active industrial policy can be singled out of greposals.

Third, the management of the strategy has beemmefated. Without giving up the
original bottom-up approach, the role of the Consiois, as the guiding actor has been
strengthened. It has to deliver a three-year progod integrated guidelines (2005-
2008). Also, the member states got a stricter fraonke by producing annual national
reform programs based on the redefined Lisbon tigsc and starting in October
2005 Moreover, they have to appoint a national exparipplitician) responsable for
the national preparation for meeting the Lisboreotiyes (Mr. or Mrs. Lisbon).

Despite these changes, it is clear that the succdagdure of the Lisbon Agenda largely
depends on the level of preparation and reformingiiess of the member countries.
While some deficiencies have been abolished, otieensined in place.

One is the ,soft” character of the reports. In cast to the strict and (on paper) binding
rules of the Stability and Growth Pact and convecgetowards the EMU criteria, the
fulfillment or non-fulfilment of the Lisbon objestes is not linked to any potential
~punishment”. Due to the fact that most objectifedsinto national competence and are
not part of the acquis communautaire, Brusselsdcaot go further in managing and
guiding this process. The second issue relataheocooperation between different
levels of governance within each of the member trees The success of the bottom-up
approach would require the strong cooperation Veitlal and regional administrations,
agencies and non-governmental actors. However, nibisvork (and mentality) is
differently developed in the 25 member countriegi¢Hlinger-Maatta-Unfried, 2005).
As a result, the outcome, or the real impact oflodiae and regional and local
participation in the development of national actpdans will also be rather different.

' Each country has already prepared its nationa@rteplowever, a comprehensive evaluation and cross-
country comparisons have not yet become available.
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It is not yet clear to what extent the Communityaficial framework (the EU budget)
will be able to support the achievement of the yewdrmulated Lisbon goals.
Certainly, the approval of the financial framewark December 2005 for the period
2007-2013 contains some positive shifts towardsvighag more support to R+D
activities, innovation and deregulation. NevertesJethe amount of money, although
much higher than in the budget ending in 2006, aiinj definitely short of the
necessities of creating a competitive Europe. Iditeh, the main structures remain
under national competence and, increasingly arerbeg integrated into the global
network of transnational companies, both Europ@awasnon-Europeans. In most cases,
the role of the Commission as the real Europeaaraeimains rather limited if not
negligible.

6. Some remarks on the contribution of the new membestates (NMS§?

All new member states entered the EU with the feomviction of belonging to an
international club of global influence. It was aiefar all of them that the global
economic position of the enlarged and further gnhay European integration can only
be kept and potentially strengthened, if Europeobers more competitive, remains
open to the world and developes a future-orienteategyy. The Lisbon Agenda in
general, and the renewed edition of the Agendaaiticular, was the first community-
level policy in which the NMS could have a full-diged participation and were able to
shape the future of this strategy. Moreover, theban framework was considered to be
a powerful incentive both for the ,0ld” and the ywemember countries in their effort
of upgrading their economies (and societies) antritute to the creation of a more
competitive environment within the enlarged Uniowd &nhanced competitive strength
on the global scale.

In fact, the NMS have had substantially higher glorvates than the EU-15 well before
joining the club in May 2004. Following accessitim dynamism of economic growth
was maintained, and, taking the period 2000 to 2@6ached 2 to 3 times the average
of the EU-15. As a result, and despite their modaste in total GDP of the enlarged
Union, they could move the EU growth rate upwaror(f 2.1 to 2.2 per cent on the
annual average). Of course, this contribution wasifficient to reduce the gap or catch
up with the United States, let alone with fast-grayvemerging markets in Asia and
elsewhere. It is an open question how long thetatiing dynamism of growth can be
kept. It is not less important to identify the rigbolicy mix that would be able to
prolong this process and implement the (furthegeseary structural changes that could
guarantee the high-growth path for the next terrsyebn this context, the starting
situation, the different (partly inherited, parthndamentally reformed) structures of the

12 Under the term “NMS” the eight Central and Eastemnopean countries, as well as Bulgaria and
Romania are considered.
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national economies, as well as their specific ftrexm (as reflected in their exchange
rate and fiscal policies) and social textures haviee carefully analyzed and taken into
account once recommendations are given to fundanaetisions.

Some of the NMS have been able to develop a rath@petitive economic structure,
mostly in cooperation with transnational comparaed based on (much) lower wages,
but also on more flexible labour markets and (umt¥v) tolerant societies. Increasing
wages and appreciating national currencies didcodhil competitiveness due to very
high growth (and still huge reserves) of produtyivNevertheless, this process cannot
be sustained for ever, and new factors of sustkred high growth have to be found
and mobilized. Therefore, crucial importance hasbéo attached to (quality-based)
institution building, human resource accumulatiord asocial dialogue. All of them
belong to the key elements of sustainable competiéiss in the 21st century.
Obviously, the NMS can rely on a rich heritage inman resource development, both
due to their developed educational system (at lashe primary and secondary levels)
and as a consequence of R+D activities. At the danmee some serious shortages must
not be overlooked either. The qualitative upgradofgthe educational system is
indispensable, not only because the 21st centugyinEments to competitive labour
substantially differ from those of the previous aées. Supply and demand structure of
the labour market has to become much more balaacedpriority setting in education
has to follow the effective demand for labour bbthdomestic and foreign employers.
In this context, serious shortcomings have becolm@ady manifest in those countries
that had been playing a pioneering role in openipgtheir markets to transnational
companies and, as a consequence, became partgibba network within one decade.
Another challenge to the educational system is ngnfiom the demographic changes
that result in the partially dramatic decline ohsol-aged children. Moreover, the
manoeuvring room of fiscal policies is rather smallvarious countries. Without a
fundamental reform of the main elements of socralvision (inherited elements of
.social welfare”), just future-oriented activitiesn general, and research and
development, in particular, may become the victirfiscal constraints. Needless to say,
that it would undermine the longer-term competitiees of the NMS, reduce growth
and, most probably, negatively affect Europe’s glgimsition as welt®

Finally, the dilemma of reforming/modernizing thecgl welfare systems has to be
mentioned. It is evident that the inherited (sosialsystem cannot be maintained.
However, a fundamental restructuring needs botle &md money. On the current level
of economic development, the NMS experience twacbamstraints.On the one hand,
and despite the surprisingly high level of flexifyiland tolerance of their societies in
the last 15 years, a critical mass of social badmas to be guaranteed in order not to

3 This process can be accelerated if highly-skifledng and flexible people look for new opportursitie
outside Europe, particularly in the United Stafdss phenomenon is nothing new, and could be
observed not only in the NMS but in the EU-15 adl foe a longer time now.
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jeopardize thesustainability of the high-growth hpa©On the other hand, structural
reforms, at least at the beginning of the processed not less but more money that is
only partially available in the central budget dhd private savings of the NMS.

Summing up, at first glance, the NMS offer ,newddd to the reform process of the
European integration and could positively contribtd the successful implementation
of the Lisbon goals. However, some potential (st jeal) dangers and conflictive areas
should not be neglected. First, after less thanyears of membership, not all of them
seem to be unequivocally committed to forward-logkapproaches (strong agricultural
lobbies, anti-liberal pressure groups, and, nostle@irst-hand experience with and
lessons from the behaviour of old EU members inasghat affect the future of Europe,
e.g. budget, etc.). Second, serious deficiencieselacted crucial areas of the Lisbon
agenda can already be identifyed. In the absenctargkt-oriented policies, these
problems may become aggravated in the near futedmcétion, research and
development, labour market). Third, some countsesm to reveal signs of ,reform
fatigue” expressed in growing social resistancép@inful but urgent) reforms. This
phenomenon can partly be attributed to ,retardedklaah” effects of the unique
transformation process. However, it cannot be deleolfrom the reform unwillingness
of some old EU member countries either. Fourth, prabably most importantly,
demagogy and populism are on the rise — not onlthenNMS but in the whole of
Europe as well. Not only the Lisbon Agenda butehgare future of Europe badly needs
a society that is able to think and act (and reaotprding to the requirements, chances
and challenges of the 21st century. The lack «f thentality is becoming more and
more the key barrier to successful adjustment ahadrced competitiveness.

Strength and weaknesses of the NMS have been ettludo the 2004 report on the
Lisbon Scorecard (Murray, 2004). It has to be uled that, in several policy areas,
some of the new members belong to the ,heroes’vEiia in three cases, the Czech
Republic twice and Estonia and Slovakia once), evthie list of the worst performers
(»villains”) mentions Poland in two cases, andlstdn-member Bulgaria and Romania
just in one case (in more detail see Table 1). Thas members seem to be average
performers, and their lower level of economic depetent does not necessarily
translate into worse performance in the light @& tisbon goals. The clear difference in
growth rates in favour of the NMS has already bewmntioned. In the innovation
scoreboard, the Czech Republic, Hungary and Slavare higher placed than several
EU-15 countries. Concerning the transposition dakermal market legislation and
opening up to different services, some NMS are nameanced than their Western
European counterparts. Despite well-known problams complaints, part of the SME
sector in Slovenia or Hungary is highly competitoreinternational markets. Moreover,
the reforming of parts of the social welfare syst@mtably the pension system in
several countries) seems to be at a more advanagd than in key old EU members.
Nevertheless, long-term success is based on saligiyn Therefore, partially
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favourable records at a given time cannot and shoat be taken for granted for the
future. Scorecards are important indicators but thelly relavant factor to be

considered is the — positive or negative - changevéen scorecards prepared at
different times, as well as the progress towards tle lagging behind) the key

objectives formulated in the renewed Lisbon Agenda.

7. Concluding remarks

Coming back to the title of the paper, and basethemmain trends as illustrated in the
previous chapters, Europe, more precisely, the @g&mo Union does not face any
immediate collapse. At the same time, it is notoret path of sustainable recovery and
growing international competitiveness. The pictiserather mixed, depending on

selected fields of activities and on differencesiember country performance.

The fundamental element of long-term success dsngisthe reforms the member
countries in general, and the key members countri@articular are ready and able to
implement in the next few years. Another esselfdietior is the capacity of the Union to
deepen the integration in several areas (startorg the establishment of a real internal
market through substantive reforms in communityelgwlicies to the streamlining of
the decision-making process). Also, a new, fututerded approach to the reforming of
the budget is required, even if it can hardly matee before 2014. National and
community-level reforms have to be complementea lbgdefinition of Europe’s goals,
possibilities, limits and potential role in the I economy. The successful
implementation of even the best-designed and fudtisnted strategies needs vision
and leadership. Thus, we are back to the core iquesbf European integration, of
which Lisbon — even in its revisited form — is arstrument and not a goal in itself.
Without vision and leadership no strategy is ablevbrk. However, developing such a
vision is not an exclusive area of politicians dhe big business. Societies have to be
included into the Europe-wide discussions. Not lieggortantly, the emphasis of the
dialogue has to be changed. Instead of stickingoatential, partial or real risks and
costs, arguments have to be turned to the costemilisbon (Boeri, 2005, European
Commission, 2005a). As the Cecchini report just isoades ago argued on the basis of
the costs of ,non-Europe” (at that time the co$tsssing the single market), today we
have to base our arguments on the very real cosismeEurope, if the continent fails to
catch up to global developments and would not lbe tabgive an adequate, 21st century
answer to global (and European) challenges.

Among other perceptions, enlargement of the EU ®nt@l, Northeastern and
Southeastern Europe has been considered from tiid&ginning as one of the driving
forces (or forceful motives) that would definiteipd unavoidably push Europe on the
path of restructuring, modernization and global@at The first evidence of the new
member countries is — partly understandably - mixgidnot disappointing. They should
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not forget their growing responsibility for the fué of the continent. And, even more,
they have to remain true to their starting positi@iore entering the EU: everybody
wanted to enter a future-oriented, competitivebglly open (and, of course, solidarian)
Europe. The Lisbon strategy is in line with thesasib priorities. And its
implementation badly needs the bold, open andtekkig attitude and mentality of the
new (and future) members.
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Table 1.

The scorecard of member state performance of thlgohi objectives (as of 2004)

t

Issues 2004 mark L,Heroes” ,Villains”

A. Innovation

Information society B- Denmark, Estonia,| Greece, Luxembourg
Sweden

Research and C- Finland, Slovenia, | Greece, ltaly,

development Sweden Portugal

B. Liberalization

Telecoms and B- Netherlands, Greece (for

utilities Sweden, United telecoms), Italy
Kingdom

Transport B- European ParliamenBelgium, France,
(for railways) European Parliamen

(for post services)

Financial and other B- European Parliament|taly, Poland

services United Kingdom

C. Enterprise

Business start-up B- Ireland, Slovenia Bulgaria, Romania

environment

Regulatory burden C+ Denmark, Finland [t&sance

State aid and C+ Greece, France, Germany,

cometition policy Luxembourg, Portugal
Netherlands

D. Employment and

social inclusion

Bringing people into C Cyprus, Czech Belgium, Italy,

the workforce Republic, Poland
Netherlands, Sweden

Upgrading skills C Czech Republic, | Greece, Portugal
Finland, Slovakia,
Slovenia, Sweden

Modernizing social C Austria, France, Belgium, Ireland,

protection Sweden United Kingdom (for

social exclusion)

E. Sustainable

development

Climate change C+ France, Sweden Austetand

Natural environment C Austria, Belgium, | Ireland, Spain
European
Commission

Conclusion

The Lisbon process C+ Ireland, Sweden y Ital

Overall assessment C+

Source: Murray (2004).
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PANEL: THE FUTURE OF EUROPE

The Constitution for Europe is Dead —
Long Live the Constitution for the European Union!

Lothar Jaschke
Minister Councellor
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Un spectre hante I'Europé&t toutes les puissances de la vieille Europe s gnies
pour traquer le spectteThe European Union, says its critique, is congaliai, arrogant
and out of touch with Europeans. Why? Because gbmplaisant, arrogant and out of
touch with Europeans. Like a self fulfilling progye Un spectre hante I'Europe. The
spectre of negativism, the spectre of doubt. We seehear, we feel a negative tone, a
sense of gloom in the public debate and perceptiothe last months it has become
almost fashionable to be Anti Europe.

To get it right: the European Union is the largastcess story in the post second world
war Europe. It has made armed conflicts within Wmeon unthinkable, it brought high
living standard and welfare to most of its regiohBink about it and be grateful. The
Union has developed a federal agenda from Custaonmenland Single Market to Euro
and Defence. Its attractiveness has caused 19rasiaind two hundred fifty million
people to join the European project and make itditning force of integration. Being
the only supranational entity, it is envied by athegions of the world. Integration has
advanced to such an extent that representativélseoMember States — Members of
national parliaments and the European Parliameambérs of the Commission and the
Heads of States and Governments of all 25 EU cmsr agreed to draw up, sign and
ratify a “Constitution for Europe®.

All empty rhetoric? Obviously. Peace, welfare, ynsolidarity, global player — the

lofty objectives of European integration inscribadreaties and the constitutional text
seem to have lost their appeal. The Union has arbage. Wonder why? Since ages
members of national governments blame the Unionfdidures at home and help to
produce the Union’s bad image. The incessant tatkiba crisis of confidence produces
a crisis of confidence.

According to the latest Eurobarometer survey therall/rate of confidence, the trust or

mistrust in European institution, the public suppaor disapproval of CFSP and JAI
cooperation, of a Constitution, of enlargement,tloé Single Market etc. has not
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changed significantly. Confidence is not signifidarinigher or lower than before. The
sense of priority has not shifted: the state of étsenomy, employment, inflation,
growth etc. are still much more important to citigehan, for example, reforms in the
EU's institutional set-up. Tony Blair is right — principle - to schedule a summit
meeting — albeit an informal meeting — to discirgesdhallenges of globalization, social
equity and the personal security of citizens. Ayéamajority supports membership in
the EU and believe that their countries have drawene advantages than disadvantages
from membership. European concepts and policies @ESP, ESDP, JAI and a
European Constitution including a European Foreiginister enjoy large support.
Euro-scepticism seems to be a mirage. Neverth&asssceptics again dominates the
discussion.

The apparently rapid change of mood is mainly a@uthé outcome of the referenda in
France and the Netherlands about the draft cotistial treaty. Let me briefly touch
upon the draft for a European Constitution.

The idea and coming about of the “Constitution BEorope” was — and is - a long and
difficult process starting with the declaration baeken in December 2001, the
convention proceedings from February 2002 to JOB32 the European Council in June
2004, the signing ceremony in Rome on 29 Octob&42&nd the ratification in 14
countries. Legally the Constitution is an interoaél treaty. The draft constitutional
treaty will/would not propel the Union into a reutibnary area but will/would
significantly smoothen the working of the Union amthrify its principles, its
competences and its objectives. It would replatexasting treaties, abolish the three
pillar structure, strengthen the Community methiod #he subsidiarity clause, facilitate
decision making in the Council and include for finst time a Charter of fundamental
rights. Therefore it is often referred to as a titusonally treaty.

The European Parliament agreed the text on 12 January with 500 votes apaBia
Two Member states have ratified it by referendyrren by parliameft. Two Member
states however failed to ratify by referenda -h®dismay of the political establishment
in these countries who campaigned for a positivie wm the constitution - leading to
what is perceived as a crisis of confidence. THeipal establishment in Paris and Den
Haag blamed the result on a lack of communicatioth dialogue with ‘the citizen’.
Largely as a result of the outcome of these retlaghe Commission-funded Plan D
(democracy, dialogue, debate) was born.

*1n Spain a consultative referendum was held on 20.2.2065:9% Yes with a participation rate of
42,3%. The Spanish parliament then ratified on p8lAand 18 May. The referendum limxembourg

on 10 July 2005 resulted in 56,52% Yes votes.

'3 ithuania: 11 November 20044ungary: 20 December 200&lovenia 1 February 2008taly : 25
January and 6 AprilGreece 19 April, Slovakia: 11 May,Austria: 11 and 25 MayGermany: 12 and 27
May, Lettonia: 2.6,Malta: 6 July
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54,9% of voters who participated in the referendimFrance — with overall
participation rate of 70% - disapproved the radifion of the constitutional treaty.
61,6% of voters who participated in the consul&atigferendum in th&letherlands —
with overall participation rate of 62,8% - disapped as well. Great Britain then
cancelled its referendum due in spring 2006. Swedspended ratification for at least
one year. Reacting to these referenda the Europeancil decided on 16 June 2005 to
continue the process of ratification, but to giaele country the possibility to adopt its
own speed of ratificatidi meaning to delay ratification, notably in Pola®iyeden,
Great Britain and other countries were referendadae.

The European Council in June 2005 did not wanbamdon the constitution as long as
refuge to this clause is possible. It still is hedry. It was a well balanced, brave,
democratic but also stubborn decision.

The entry into force requests that all states iyatifie constitution by their proper
constitutional means. Nevertheless if 80% of tlaest (this is 20 member states) have
ratified it by 29 October 2006 the European Coumglil reflect on further measures.
Otherwise it is sent into the European orbit. 20mber states are the threshold of
failure or further proceedings of the constitutidnsummary table about the ratification
procedures in the Member states is annexed t#per.

This decision is a brave one because the EC detidddfend a pro European project
and if necessary to swim against the current. Frearad Dutch EC's members went
along despite domestic pressure. A democratic ibeclsecause at the moment of the
European Council session twelve countries repreggabout 50% of EU citizens had
ratified the constitution which failed to gatherpport in only two Member States
representing about 15% of EU citizens. By the s&ken, it was a stubborn decision
because it would have been much easier to deddteef and simply stop the process
of ratification. This would have permitted to sténe process a-new with a slimmed
down version of the constitutional treaty, perhapsen dropping the word

“constitution”. Depending on your point of view would have been be a sign of
courageous leadership or a sign of helplessnessvaakiness - cowardly backing off
from further European integration, letting 15% hav&ay over a large majority.

It has been a long standing Austrian position tll loEuropean referendum in all

member states of the EU at the same time, on themsa day(s) So far there is no
legal basis but it is worth discussing the idea.

Being were we are, what are the current options:

16 At the end of the meeting of the European Countil6 and 17 June 2005, the Heads of State or
Government of the Member States of the EuropeanrJailopted &eclaration on the ratification of
the Treaty establishing a Constitution for Europe
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- The European Council could simply take note ofuf&l “to convince the
citizens” of the blessing of the Constitution amdwmadon the project. The earliest
possible moment would be the June 2006 Europeandiafter the reflection
period. The existing Treaties as amended by thatyref Nice would continue
to serve as the legal basis of the Union and thar@anities. This is unlikely. It
would mean to forfeit the 80% threshold clause.

- The European Council could stop ratification of t@enstitution and start
preparations for a new IGC with a slimmed down igrsvith
» partone
» part one and two and four
» part one plus the institutional provisions fromtpiree integrated into
part one.

- The European Council could decide to let MembeteSteontinue the process of
ratification hoping for a threshold of 20 Membeat®s. It would then consider
further measures. Some observers think that thest@aton is frozen until the
French Presidential elections in spring 2007. Wiahnew President the
Constitution might take a new start. This howevimeg a lot of weight to a
single Member states while the Constitution encenatt difficulties also in the
Netherlands and perhaps in other Member stateshate so far abstained from
initiating ratificiation procedures.

Again, these procedural difficulties and the futsoenarios do not seem to reflect the
current mood expressed in European polls. Theyidorge to optimism that the text of
the Constitution will survive in one or the otheayw

1. According to Eurobarometer (EOS Gallup Europe, iFlaB 159/2) 79%of
European citizen§ are favorable to the adoption of a European
Constitution. They are favorablen all Member States, including France and
the Netherlands. In fact, support for a constitutmnounts to between 68%
and 86% depending on the Member state, educaten,asd profession.
Population living in highly urban areas and popalatwith a high level of
education agree more readily with the adoption Gbastitution. Agreement
is lower if people feel less informed.

2. About 70% of the citizens see a need to reformirtetutions and to create
aForeign Minister of the European Union

Samples of about 1.000 to 2000 citizens in eaembkr states were asked in summer 2005 to
give their opinion on EU subjects.
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3. Polls confirm theacceptance of reinforced cooperationThis might in fact
be thefuture modus vivandif the European Union. 61% of the interviewed
say they agree with a proposal according to wHiehMember states that so
wish could increase their cooperation without wajtfor others. The spread
is from 51% in the Netherlands to 77% in Slovenidere is more
enthusiasm with the new Member states, with eldepfe and with women.
Given that the Union will further enlarge reinfodceooperation is one of the
key to further European integration.

4. Both in France and in the Netherlands the opiniortte constitution was
the key factor for only 20% of their choice in tlederendum: i.e. 80% of the
votes were cast for other reasons than the suljatter of the referenda.
60% to 70% of those who disapproved the constitalidreaty on 29 May
and 2 June said that a constitution should be drgwhut should take more
into account national interests and social needlthqugh this might be to
misunderstand the idea and the basic functioncoingtitution).

5. Lack of information was the main motivation of tiNEE vote in the
Netherlands. Other reasons were loss of nationakrsmnty (19%),
opposition to national government (14%) and “Europdoo expensive”
(13%). A negative attitude towards European integmeand statements like
“the draft text is too technocratic, goes too far,too complex and too
liberal” accounted for only 5% to 6% of the No nvation.

6. We see similarities in France. The French NON vex®eiated with fear of
gobalisation and the loss of protective measurg#% 8aid the Constitution
was bad for the economy, 26% blamed the no-votea dmad economic
situation, 18% said they voted against the Cortgiitubecause they were
generally in opposition to President Chirac and 1€8id the text of the
Constitution was too liberal. Only 6% voted no hesaof Turkey.

My own conclusion:The No-votes in France and the Netherlands were ndinti-
Europe votes.The majority of the people asked in the referendandt vote against the
Constitution neither did they refute the need fochsa constitution. The data given
above does not support the argument of a crisisonfidence between the European
institutions — and the European citizens.

The constitution is important for further Europeategration. Whatever its form, its

text is not dead yet. Even if the current consonal draft treaty will not be adopted, a
large chunk of the text might survive and reappeather forms.
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Yes — said Jean Claude Junckers at the signinigeoAtcession Treaty with Rumania
and Bulgaria - we are moving forward but nothinge@&sy on this complex continent
Europe. Nothing is ever easy but for Europe alt thayood, all that is worthy, all that
advances man is possible all across Europe.

Summary table
Procedures planned for the ratification of the Eurgpean Constitution

Some of the information in this table is subjectcteange. In particular,
certain Member States might decide to hold a rafirm.

Approval by the

Parliamentary Nationalrat 11 May
Austria (Nationalrat and 2005. 1994: accession
Bundesrat) Approval by Bundesrat 25 May
2005
Approval by the Senate: 28 April
2005 .
Approval by the Chamber: 19
May 2005
Approval by the Brussels
Parliamentary regional parliament: 17 June
(Chamber and 2005.
Senate + Assemblies Approval by the German
Belgium of Communities and Community Parliament of NO
Regions). Belgium: 20 June 2005.
Indicative Approval by the Walloon regional

referendum ruled out Parliament: 29 June 2005.
Approval by the French
Community Parliament: 19 July
2005.
Approval by the Flemish regional
Parliament: no date

Approval by the House on 30

Cyprus Parliamentary June 2005 NO
Referendum
Czech probable Referendum should be postponed 2003: accession
Republic But no final to end of 2006-beginning of 2007 :
decision so far
1972: accession
1986: Single
European Act
Previously scheduled on 27 1992: Maastricht
Denmark Referendum September 2005 Treaty (twice)
Now postponed (no new date) 1998:
Amsterdam
Treaty
2000: euro
Estonia Parliamentary Debate in Parliament confirmed for  2003: accession
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Referendum unlikely Autumn 2005. Public debate should
however be held before the final
vote.

Debate of Parliament previously
scheduled in autumn 2005 and
ratification envisaged in the end of

the year or the beginning of 2006. el

Finland Parliamentary Y . referendum:
Decision of report of ratification - .
. 1994: accession
process and presentation of a report
to the parliament foreseen in
autumn 2005.
1972:
Referendum 29 May 2005 enlargement
France Referendum negative (NO: 54,68%; turn out: EEC
69,34%) 1992: Maastricht
Treaty
Parliamentary ( Approval by Bundestag: 12 May
Germany Bundestag and ALY NO
Adoption by Bundesrat: 27 May
Bundesrat)
2005.
Parliamentary
But the Left parties q . .
Greece submitted a joint 9(')’(')’5"0"'-’“ 2y LR 1) sl NO
proposal for a
referendum
. Approval by Parliament : 20 . .
Hungary Parliamentary December 2004 2003: accession
1972: accession
1987: Single
European Act
1992: Maastricht
Parliamentary + Refergndum postponed. . Treaty
Ireland A White paper would be presented in ’
Referendum 1998:
September 2005.
Amsterdam
Treaty
2001 and 2002:
Nice Treaty
Consultative
Parliamentary Approval by the Chamber on 25 referendum:
Italy (Chamber and January 2005 and by the Senate 1989: possible
Senate) on April 6th. draft
Constitution
. . Approval by the chamber on 2 . .
Latvia Parliamentary June 2005 2003: accession
Lithuania Parliamentary Approval by Parliament 11-11-04 2003: accession

Approval by the Chamber (first
reading) on 28 June. Positive
Parliamentary (two Referendum on 10 July 2005:

Luxembourg votes) + ; 56,5_2% in favour, 43,48% NO
consultative against
referendum Final approval by the Chamber must
take place at least 3 months after
the first reading.
Malta Parliamentary L] L R G ECTERTE & 20 2003: accession

2005

Parliamentary
(First and second
Netherlands Chambers)+
consultative
referendum

Referendum 1 June 2005

negative (61,7%, turn out: 63%) hIO
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Some Observations on the State and the Future
Perspectives of the EU

H.E. Manfred Scheich
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| should like to make one remark at the outset:aviglysis will be critical. However, do
not understand them as destructive. On the contrdrg project of European
cooperation and integration does have no ratioraklesirable alternative. But in view
of its significance for all our future, we haveltok at it with critical eyes, be aware of
wealth nesses and deficit, recognize the challeagddook for appropriate answers.

Today the EU passes through a critical phase. Wecgses of confidence, of identity
and latent crises of functioning in terms of theidds ability to decide and act

efficiently and develop the integration processHer.

This is, among the reasons, due to changed polgacameters compared with the first
decades of the Union’s or better European Comnamaegiistence: the driving forces,
which have marked these first decades, i.e. theaneof the two destructive European
world wars and the threat from the Warsaw pact om@unist eastern Europe, have
today vanished; the comprehensive, enlarged unisegpnew acute challenges for the
institutions and their functioning; and, last bot teast, the process of globalization has
situated the Union in a new economic environmenthwtonsiderable social

consequences.

First the crisis of identity: what is the finalibf the integration process and should one
define the geographical borders of organized, nateg Europe. Can and should we
pursue the vision and the concept of the Foundiathdts, i.e. a dynamic process of
strengthening the supranational elements, strustanel procedures of the Union by a
continued transfer of parts of national competentétethe Common institutions, thus

moving in the direction of at least partly fedesalictures.
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Or should we rather rely on intergovernmental coajpen based on unanimous

decisions and general consensus?

This fundamental question has to be faced and gpkstussed in the context of further
enlargement, which might go beyond the countriesSofith Eastern Europe or the
Western Balkans (As far as these countries areetnad the EU has committed itself to

open the door for membership, a commitment whichtbde and will be honored).

The objective of developing a “European identityhigh will be felt and lived by the
citizens of the Union and thus be politically effee will depend on the answers to the
above questions. And let us keep in mind that pralcand practiced solidarity inside
the Union will in turn to a large extent dependtba awareness of a common identity

and a common fate.

What | have called a latent “crisis of functioning®. a possibly diminished capacity to
decide and act efficiently, is due to the fact tihat institutions and working procedures
of the EU have not, or not sufficiently, be adaptedthe enlarged Union. It is
undeniable that the latest enlargement, which hastipally doubled the Union’s
membership, has lead to a greater heterogenettyeojroup and has thus considerably

widened the spectrum of divergent, if not contraatiginterests.

This is an objective fact, and nobody’s fault. Boé more heterogeneous, enlarged
Union would, in order to preserve its capacity eride and to act efficiently, need

stronger supranational structures, for exampleyémeeral rule of majority decisions.

It is questionable whether the “Constitution forr&pe”, should it ever enter into force,
ensure the proper functioning of the Union. As Martens has just said, the European

Union has a “federal agenda”, but no “federal syste

It is this gap between aspirations and reality,clvhis one of the main reasons of the
present crisis of confidence. The best way to aweeit, will be, that the EU and its
member states demonstrate that they are able weeaits common the challenges of the
day, to take the appropriate decisions, in shortlémonstrate their problem-solving

capacity.
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But again, the precondition will be — in addition the necessary political will —

functioning institutions and a strengthening of si@ranational character of the Union.

| know that there are great reservations, not l@aghe smaller member states, to
transfer additional competences or sovereign rifjiots member states to the Union.
These reservations can be argued. However, lebturget, that the smaller members
should have a specific interest to limit and taime ase of power by the bigger ones
which is best done in supranational institutionscltiunction and work on the basis of

common laws and rules.

And a final word on the significance of a functiogiUnion for the new members as
well as present and future candidate countriesy @nlfunctioning Union with an
efficient problem solving capacity will fulfill théegitimate hopes and expectations they

put into membership.

Thus the question and objective of “deepening’dtnectures and institutions of the EU
must remain on the agenda, in spite and beyongtbsent uncertainties around the
European Constitution. The understanding and aciremitment of the new and the

future member countries for this necessity willdbgreatest importance.
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Overcoming the Constitutional Crisis. A Treaty
Amending the Treaty of Nice

Armando Garcia Schmidt
Project Manager
Bertelsmann Foundation, Guetersloh

I will now and here present what we — the BertelsmBoundation and the Centre for
Applied Policy Research in Munich — think what sladoar better what could be done
facing the situation in the process of ratificatamit is right now.

The European Union is in the midst of a crisis. Hheopean Convention drafted a
Constitutional Treaty which was finally signed afteard bargaining of the national
governments. But now, it seems that the Constitutsodead. All bargaining and all
work — including the work of the Bulgarian represgives in the Convention — was
perhaps in vain, for nothing.

But political decision-makers and experts agre¢ tina Treaty of Nice is still not the
suitable framework for preparing a European Unib8and soon more member states
to meet the future challenges. As a result, thera need for alternatives in case the
European Constitution cannot enter into force. Aagl | said, it seems as if the
Constitutional Treaty in it's today’s form won’t beme effective.

So, why was the Constitution so necessary and sa go our eyes? The central
innovations of the European Constitution would ioya both the EU’s ability to take
action and its democratic legitimation.

In the member states the controversies were nokegaoff by the institutional and
procedural core of the Constitution. The consideramprovements made by the
Constitution with regard to efficiency, democracyldransparency have not been called
into question. So we think that these central femtwught to be preserved even if the
ratification should fail.

A pragmatic option would be to incorporate the cofeghe constitutional innovations
into the existing Treaties. To do this it would becessary to identify the central
reforms of the Constitution and to bring them tbgetin the shape of a treaty amending
the Treaty of Nice. So, we are talking about a k&xadl of traditional way of reform of
treaty. All the treatys — Treaty of Amsterdam, oadétricht, of Nice — were partial
reforms of the preceding treatys. They changed #unge they deleted something, and
they added something. Why not proceed now this way?
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The changes would refer to both the Treaty on tm®ean Union (EU Treaty) and the
Treaty establishing the European Community (EC fjeén the tradition of the Single
European Act and the treaty revisions of Maastridimisterdam and Nice, such a treaty
would have to be adopted by an intergovernmentafetence and ratified in the
member states on the basis of the respective @étpovisions. That means, also by
referendum in Denmark and Ireland at least. Butsasd, the debate would necessarily
be more concentrated in the concrete institutiandl procedural reforms and we would
not have a great debate about everything conceiaimgpe as the using of the word
Constitution apparently provoked.

The reform of the current Treaties on the basighef innovations contained in the
Constitutional Treaty would affect the followingeas:

(1) the reform of the EU’s institutional system;

(2) the development of the decision-making andéhgoprocedures;

(3) the reform and enhancement of the instrumeintisfferentiated integration;

(4) and a series of structural provisions.

(1) Reform of the institutional system

We think that the central institutional reformstioé Constitution should be incorporated
into the current Treaties. This applies above allthe appointment of an elected
President of the European Council, the introducttbra European Foreign Minister
including a new administrative structure (for exdenphe creation of a European
External Action Service), the establishment of antepresidency in the Council of
Ministers, the appointment of a permanent presid@nthe Euro Group, and the
reduction in the size of the Commission and thengfihening of its President.

We think that the personalization of the Europesadérship architecture will make it
possible to assign responsibilities on the EU lewelre clearly and to enhance the
continuity, visibility and coherence of Europeandiponaking.

(2) Development of the decision-making and votingrocedures

If the EU wishes to keep its ability to take actiand to enhance its democratic
legitimation, it needs to reform the decision-makiand voting procedures in the
Council of Ministers and the European Parliament & needs to assign a prominent
role to the national parliaments.

The introduction of the voting procedure of “douliajority” constitutes a milestone in
the development of the European Union. Applying thenber of citizens and the
number of states as a basis for decision-makirtganCouncil of Ministers reflects the
two strands of EU legitimation. This voting proceslwill make it more difficult for
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member states to form blockade coalitions and witbmote the ability to form
constructive majorities.

The extension of majority decision-making in theu@ail of Ministers from 137 to 181
instances is of decisive importance for the probseiving competence of an enlarged
EU and should also be taken into account in thisi@v of the Treaty of Nice.

The rights of national parliaments (early warningamanism) should be enhanced and
elements of direct democracy (citizens’ initiativedjould be introduced. Furthermore,
the budgetary powers and the co-decision rightshef European Parliament in the
legislative process should be strengthened (exierdico-decision).

(3) Reforming and enhancing the instruments of dierentiated integration

In the enlarged EU the interests of the membeesiate becoming increasingly diverse.
For this reason strategies of differentiated iraégn are of paramount importance.
Blockades or the lack of political will in certainember states in the fields of monetary,
internal and social policy were already in the pasercome with the help of
differentiation, thereby promoting the processnbégration.

The amendment of the current Treaties should talee the reforms of the existing
flexibility instruments laid down in the Constitati (enhanced cooperation) and adopt
the new instruments especially in the area of Comi@ecurity and Defence Policy
(Permanent Structured Cooperation, EU Missions peraiion within the European
Defence Agency).

As in the Constitution, the Open Method of Coortimrashould be firmly embedded in

the reformed Treaty of Nice. This Method reducesrible of the EU to setting targets
for the member states and to making sure that gheeanents are enforced. This is its
primary advantage: The member states implemenbomaltiaction plans and compete
with each other in a transparent manner.

4) Structural Provisions

In addition to the institutional changes, the rafoof the decision-making and voting
procedures, and the development of the instrunwdrddferentiated integration, certain
important structural provisions of the European €uation should form part of the
amendments to the existing Treaties. These indloeléegally binding incorporation of
the Charter of Fundamental Rightato the Treaty of Nice. A reference to the legall
binding nature of the Charter — instead of the detegext — would suffice;

the introduction ofcompetence categoridbat describe the areas in which the Union
possesses exclusive powers, the responsibiliti@segdhby the Union and the member
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states, and the areas in which the Union may dgtiorm complementary or supportive
manner;

the incorporation of the so-callégasserelle” or bridging clauseswhich will make it
possible to improve the decision-making procedurdébe Council of Ministers, the co-
decision-making powers of the European Parlianm@ntertain internal policies without
convening an intergovernmental conference;

the reform of thdreaty revision procedureso that future changes to primary law are
not decided merely by government representativestdeclosed doors, but are publicly
debated and concluded in the framework of a Comwemicluding also representatives
of the national parliaments, the European Parlidraed the European Commission;

the adoption of theolidarity clause according to which EU members assist each other
in case a member state is subject to a terrotestkabr the victim of a natural or “man-
made” disaster. This clause has already provedvdgh in EU practice after the
terrorist attacks in Madrid;

the introduction of thenutual assistance clauseith which the EU states undertake to
provide support in the case of armed aggressiotherierritory of a member state, if
need be of a military nature.

What's the Conclusion? These changes to certaimigpoms of the Nice EU and EC

Treaty could preserve the central innovations ef@onstitution without embarking on

a comprehensive reformulation of European primavy. [The restricted revision of the
current Treaties by an intergovernmental conferatraagthens both the EU’s ability to
act and its democratic legitimation. At the sameetit deliberately eschews a symbolic
emphasis on the treaty-based nature of integration.

The present draft of a treaty amending the Tre&fyice is not designed to clarify all
the ensuing legal and political questions. Its pagis to make a constructive
contribution to the current discussions about #te bf the Constitutional Treaty and to
move the debate forward.
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Ha rpb0uero Ha xopunara:

This volume contains the papers, presented atfthédsue of the Summer Seminar for Young Public
Servants from Southeastern Europe “PreparatiokfbAccession”, which took place in Bulgaria,
September 8-11, 2005.

The Summer Seminars “Preparation for EU Accessima’organized by the Economic Policy Institute,
Sofia — an independent non-governmental organizatomnded in 1997.

This first issue of the Summer Seminars took piac@000 and was initiated by the Economic Policy
Institute, Sofia, in cooperation with the EURISQ@ifolation, Bucharest,
within the framework of the joint project of the B&smann Foundation, Guetersloh and the World Bank
Washington: “Towards European Integration”.
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