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ABSTRACT

This report provides general information on the international conference “Southeastern
Europe: Moving Forward,” which took place in Ottawa on January 23 and 24, 2003, and
on its main organizer, the Canadian Forum on Southeastern Europe (CFSEE) at
Carleton University. It focuses on the proceedings of the conference, offering summaries
of 27 presentations. This section is followed by policy recommendations emerging from
the discussions, organized along several key areas of interest for both Canada and the
countries of Southeastern Europe. In the appendixes are biographies of 27 participants,
the conference program and available texts of comments made by 7 representatives of
governments and the European Union.

A separate volume contains the academic papers.






INTRODUCTION

The international conference “Southeastern Europe: Moving Forward” represented a
cooperative effort between the Canadian Forum on Southeastern Europe (CFSEE) and
the embassies located in Canada of the following countries: Albania, Bosnia-
Herzegovina, Bulgaria, Greece, FYR Macedonia, Romania, Serbia-Montenegro and
Turkey. Financial support was provided by the Canadian Centre for Foreign Policy
Development (Department of Foreign Affairs and International Trade, Government of
Canada); the European Commission; the Partnerships for Tomorrow Program
(Association of Canadian Community Colleges and Canadian International Development
Agency); and Carleton University

The Canadian Forum on Southeastern Europe is part of the Centre for European
Studies (CES) at Carleton University. CFSEE was founded by the Centre for European
Studies in March 2002 with the following goals:

e To improve understanding within Canada of the changing situation in the
countries of Southeastern Europe, particularly Albania, Bosnia-Herzegovina,
Bulgaria, FYR Macedonia, Romania and Serbia-Montenegro. Following a decade
of political and economic turmoil, all of these countries have entered or are
poised to embark on new stages of stabilization and reconstruction. On various
timetables, they are deepening their relations with countries of Western Europe
and North America, and aspire to be integrated into the European Union, as well
as NATO.

e To create a network of Canadian expertise relating to Southeastern Europe
(SEE). The changing situation in SEE has brought the need of a redefinition of
Canadian foreign policy and has created new opportunities for cooperation
between Canada and the countries in the area. CFSEE strives to bring together
Canadian and SEE specialists from a broad variety of backgrounds: government
officials, NGO representatives, international organization representatives,
academics and private sector representatives.

e To serve interested students at Carleton University and other Canadian
universities by involving them directly in the Forum's various initiatives and by
providing access to resources necessary for further study of the region.

* To organize a series of public events in Ottawa. Involving academics, policy-
makers, embassy personnel, practitioners, students, and civil society, CFSEE
events will aim to address key issues in SEE and to recommend possible ways of
further promotion of Canadian interests and values in that region as well as to lay
the grounds of mutually beneficial partnerships in the political, academic and
economic fields.

w To develop partnerships with academic institutions in each country of the region
In order to facilitate communication, cooperation and joint projects.

e To encourage research initiatives relating to the region.






The Canadian Forum on Southeastern Europe works closely with embassies of the
region, including those of Greece and Turkey. Among its associated partners are: the
Association of Canadian Community Colleges, the Canadian Centre for Foreign Policy
Development, the Canadian International Development Agency, the Delegation of the
European Commission to Canada, the Department of Foreign Affairs and International
Trade, and the Parliamentary Centre of Canada.

The international conference “Southeastern Europe: Moving Forward” gathered over 150
scholars, diplomats, government officials, NGO representatives, business people and
students at Lord Elgin Hotel, on January 23 and 24, 2003. The conference was
organized around five panels and included speakers from the Government of Canada,
the Delegation of the European Commission in Ottawa, the Presidency of the European
Union and the governments of participating embassies. In addition, it included
participation of leading Canadian experts on Southeastern Europe.

SUMMARY OF PROCEEDINGS

The objective of the conference was to identify and analyze current political and
economic trends with the goal of drawing attention to positive achievements,
cooperative efforts and current challenges, as Southeastern Europe enters a new
phase of development which should bring improved prospects for political and
economic development, and a more conducive environment for business activity.

Perspectives from the Government of Canada

“Now there is real, tangible hope for progress. We've clearly turned a corner,” said Paul
Dubois, Assistant Deputy Minister for Europe, Department of Foreign Affairs and
International Trade of Canada, referring to the countries of Southeastern Europe. He
argued that the key to this change was the consensus on integration into Euro-Atlantic
structures, such as the EU and NATO, and full acceptance of the values these
institutions represent. In his opinion, the question is not where the region is going, but
only “how fast.” Mr. Dubois underscored that Canada strongly encouraged this evolution:
Prime Minister Jean Chrétien was the first NATO leader, for example, to argue for a
robust enlargement of the North Atlantic Treaty Organization.

Canada thinks that institutions such as NATO and the EU should embrace all Europe,
this process promoting peace and prosperity and reinforcing the democratic values
Canada lives by. Canada’s interest is well served by this development, said Mr. Dubois:
to the extent that Europe’s economy, for instance, expands, Canada’s can grow too. The
countries of Southeastern Europe can become new motors of a new, broader Europe,
adding diversity and vigour to it: a New Europe would, thus, be constructed. Canadian
businesspeople could take advantage of new markets and the political and security
partnership with Europe would be strengthened.
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Nicole Gesnot, Manager, Social and Economic Development Programs in the
Balkans, Canadian International Development Agency (CIDA), noted that despite the
challenges and the still open wounds, Southeastern Europe is a region that seeks and
explores paths to a brighter and more stable future. The very fact that policy makers
from across the region stood side by side in a conference discussing their countries’
challenges and opportunities, Ms. Gesnot added, was a reflection of the positive
evolution of Southeastern Europe.

CIDA has reflected this evolution by moving from emergency assistance to post-conflict
reconstruction to support for transition to open, stable and prosperous societies.
According to Ms. Gesnot, CIDA’s programming in Southeastern Europe has been based
on three main ideas: economic rehabilitation, peace-building and security, and social
sustainability. She said that the challenge now facing CIDA was to mature its aid
program in the region and to systematically gear it towards economic, social and political
transition. Reflective of the increased regional convergence of issues and challenges,
CIDA’s Eastern and Western Balkans programs were brought within one single program
last summer.

According to Ms. Gesnot, CIDA seeks to develop a long-term vision for its program in
Southeastern Europe: it has developed a regional discussion paper called “Charting a
Course to 2010,” which was submitted to public consultation over the last few months.

Dr. Rob McRae, Director General of the Central, East and South European Bureau
of the Department of Foreign Affairs and International Trade of Canada, made
closing comments at the conference. The European Union enlargement is a positive
development for the countries of Southeastern Europe, he said. According to Dr. McRae,
Canadian assistance in their accession endeavours towards EU membership is both in
their interest and Canada’s interest. Canada will have more friends, countries that have
strong bilateral ties with Canada, when these countries join the European Union. The
new EU members will have a say in a number of important issues in discussions
between Canada and the EU (e.g. the Kyoto Protocol, genetically modified foods,
agricultural and fishing interests, and immigration).

There is a growing consensus, according to Dr. McRae, that there should be fewer
international actors in the Balkans and that their roles need to be redefined. He said that
what is needed today is less “brick and mortar” and more assistance in building
governance structures and helping developing economies and economic structures, rule
of law and tax systems, for instance. These do not require huge budgets, but rather
smart aid budgets and delivery. The move away from dependency, encouragement of

Creativity, and a focus on local needs and aspirations are key elements Canada’s role in
the Balkans.

Perspectives from the European Union

Speaking in his capacity as representative of the Greek Presidency of the European
Umon‘, H.E. Leonidas Chrysanthopoloulos noted that all Southeastern European
coqntneg have a real chance of becoming members of the EU. He expressed his
sat|sfact|9n with the degree of progress the countries in the region have achieved
towards integration into the European Union, but underlined that there were still
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unresolved issues, preventing some of these states from joining Euro-Atlantic structures
in the near future.

In his presentation, H.E. Chrysanthopoloulos divided the Southeastern European
countries into several categories: (1) Greece achieved full EU membership twenty years
ago; (2) Slovenia is an acceding state to the EU, its membership being, presumably,
only months away; (3) Bulgaria and Romania are formal candidates to EU membership,
the target date for their accession being 2007; (4) the accession negotiations with
Turkey could start in 2005; (5) Albania, Bosnia-Herzegovina, Croatia, FYR Macedonia
and Serbia-Montenegro have not yet been recognized as EU candidate countries.

The Greek Presidency of the European Union has set the following six priorities for its
work in Albania, Bosnia-Herzegovina, Croatia, FYR Macedonia and Serbia-Montenegro:
(1) consolidating peace, stability and democratic development in the region; (2) carrying
forward the EU’s Stabilization and Association Process (SAP) with individual countries;
(3) developing the SAP and adapting it to the new environment after the current
enlargement of the European Union; (4) launching a so-called Balkan European
Integration Process; (5) focusing on specific horizontal issues of significance for the
region; and (6) strengthening regional cooperation and the Stability Pact. The SAP
includes individual agreements between the European Union and the countries in the
region on stabilization, community assistance and trade measures.

A glance at the map makes the importance of Southeastern Europe for the European
Union easy to understand, said H.E. Eric Hayes, Ambassador and Head of the
Delegation of the European Commission to Canada. From 2007, the Western
Balkans (Albania, Bosnia-Herzegovina, Croatia, FYR Macedonia and Serbia-
Montenegro) will become an enclave of non-members of the EU, completely surrounded
by the European Union. The EU, H.E. Hayes maintained, has therefore a deep vested
interest in their stability, security and prosperity.

H.E. Hayes noted that the five countries of the Western Balkans were formally
recognized as potential candidates for EU membership by the heads of state and
government of the European Union and the President of the European Commission two
and a half years ago. He added that the Stabilization and Association Process is the
motor for reform in the countries of the Western Balkans. This is a step-by-step process,
based on four major ideas: (1) trade liberalization through so-called Autonomous Trade
Measures (ATMs); (2) significant financial assistance for reconstruction, democratization
and stabilization; (3) a new contractual relationship between the EU and the countries in
the region; and (4) promotion of cooperation among the countries of the Western
Balkans themselves.

In its relations with the countries in the region, the European Union can learn from the
enlargement process, and the countries of the Western Balkans can learn from the
current candidate countries. H.E. Hayes said that the SAP should be the anchor for

reform in the region just as the accession process has been the anchor for reform in
Central Europe.
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A Perspective from the region

Dr. Mladen Ivanic, the Minister of Foreign Affairs of Bosnia-Herzegovina, delivered
the keynote address to the conference. While his remarks focused on problems facing
his own country, Dr. Ivanic set the stage for a positive evaluation for future prospects of
the region as a whole. He noted that, compared to other countries in the region, Bosnia-
Herzegovina is dealing not only with transition issues, but also with post-war
reconstruction. He emphasized that Bosnia-Herzegovina has a democratically elected
government and is making progress in establishing rule of law, securing rights for
minority groups, harmonizing legal systems and re-establishing regional contacts.
Bosnia-Herzegovina recognizes the importance of regional cooperation; for example, it
has established free trade agreements and other forms of cooperation with Bulgaria,
Croatia, FYR Macedonia and Serbia-Montenegro.

One of Bosnia-Herzegovina’s key problems, according to its Foreign Minister, is its poor
economic performance, with an unemployment rate of over 40%. Dr. Ivanic argued that
his country was expected to reach its pre-war GDP growth by 2030. He added that these
serious economic problems could exacerbate interethnic tensions, scapegoating being
the most convenient and conventional means for rationalization of the unfavourable
economic situation in the country. In addition, the economic situation is the most often
quoted barrier to the return of refugees and displaced people.

On the ideological level, the three constituent peoples of Bosnia-Herzegovina are still
concerned about their national identity. However, Dr. Ivanic believes that his country’s
integration into the European Union would reduce the “sovereignty issue” to a minimum
and would alleviate the economic problems of the country.

Panel 1. Southeastern Europe: From Stabilization to Integration

The objective of the first panel was to provide an overview of the current trends in
the political development of Southeastern European countries in order to set the
basis for an assessment of prospects for regional integration.

Focusing on the situation in Serbia-Montenegro and Macedonia, Jan Kickert, Minister-
Counsellor with the Austrian Embassy in Ottawa, identified three issues that he
perceived most challenging for these two countries: political instability, the so-called
“Albanian question,” and organized crime and corruption. Mr. Kickert made it clear that
he was not representing the official position of the Austrian Government in his
comments, but that they reflected his personal assessment.

Mr. Kickert argued that the future of Serbia-Montenegro remaines unclear, even more
the final status of Kosovo. In his opinion, Serbia-Montenegro is a “very loose union of
two equal states;” they are actually less integrated than EU countries are with one
anotljer. Mr. Kickert considers important the consolidation of the political landscape in
“Serbla-Mont_enegro. Although he presented the political developments in Macedonia as
mostly positive,” there still exists alienation and a sensitive balance of power between
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ethnic groups. The challenge is to restore confidence in the Macedonian authorities and
to create social cohesion.

According to Mr. Kickert, the concept of a “Greater Albania” is a myth, created mainly for
propagandistic reasons; it has no significant backing among ethnic Albanian areas of the
region. Still, a decision on Kosovo's final status cannot be postponed eternally.

The issue of organized crime and corruption, Mr. Kickert argued, is a significant problem
in the Balkans: the region is a centre for illicit trafficking of cigarettes, arms, drugs and
human beings, and corruption is intimately linked to organized crime. Still, the way
forward is the integration into Euro-Atlantic structures, therefore values of transparency,
public accountability and fight against the climate of legal impunity for organized crime
should be promoted in the region.

Albania’s post-Communist political and economic transition has been fraught with
setbacks, according to Dr. Robert Austin, Project Coordinator of the Centre for
Russian and East European Studies at the University of Toronto. He emphasized
that Albania still lacks a leadership that understands democracy; and the country’s
political life, which is increasingly insignificant to a largely apathetic population, is still
dominated by just a few politicians, formed during the Communist regime.

A weak economy and a weak infrastructure, which have led to widespread poverty, are
Albania’s biggest problems. In addition to this, although not being involved in inter-ethnic
rivalry, Albania has needed the international community to come to its aid to mediate
disputes between Albanians; in Dr. Austin’s opinion, this indicates a low level of political
maturity. However, a new generation of politicians could change this situation and could
promote the country’s integration into Euro-Atlantic structures.

According to Dr. Atanas Gotchev, Professor at the Department of International
Relations Association in Sofia, Bulgaria is perceived as a country with a high level of
state capture and corruption, which, along with a weak system of governance, are
factors limiting investment and constraining the business climate. Some of Bulgaria’s
problems are the concentration of power (despite progress towards decentralization),
weak legal and regulatory frameworks, weak capacity to monitor corruption and enforce
laws, as well as weak overall accountability and transparency.

However, the careful assessment of the experience of the past policies, said Dr.
Gotchev, can create opportunities for the future. New and better-designed policies could
contribute to faster economic growth. Based on the economic improvements of the last
few years, Bulgaria can move from economic stabilization to accelerated development.
The political life tends to be characterized by normality and the process of accession to

the EU should contribute to strengthening the rule of law and to increasing accountability
and transparency.

Post-C_ommunist Romania has had a difficult time building capitalism without capital and
consolidating democracy in the absence of a civic spirit, said Dr. Lavinia Stan, Director
of t_he (_2entre for Post-Communist Studies at St. Francis Xavier University in
Antngom;h, Nova Scotia. Even the most optimistic forecasts recognize that economic
success is still out of Romania’s reach. Compared to some of its neighbours, Romania
scores higher in terms of inflation and corruption, and lower with respect to living
standards, foreign investment and Human Development Index levels. Regional
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disparities between the better-off Bucharest and Transylvania and the worse-off Moldova
and Southern Romania are increasingly evident.

But in many ways, Dr. Stan added, the system is working. There are signs that political
officials feel accountable to those who have chosen them and act in accordance with the
powers and responsibilities of their office. The legislature is no longer trying to act as a
government as it did in the early 1990s, the executive stopped behaving like a debating
chamber as in 1997-1998, and the head of state is less inclined to seek governmental
responsibilities as in 1999. It can be hoped that the desire of an overwhelming majority
of Romanians to join the European Union and NATO will extend to complying with
accession requirements.

Professor of Political Science at Simon Fraser University in British Columbia, Dr.
Lenard Cohen drew together several themes for the panel. He suggested that in
Southeastern Europe we have seen a “chain” of weak and small states, most of which
have declined economically compared to their position and prospects a decade ago.
There is a high level of dependence on external donors. Several states are plagued by
political instability or paralysis owing to the polarization of their political leaders and
political parties, and most have legal systems that have yet to overcome arbitrariness
and politicization. As a result of such problems, Dr. Cohen added, corruption is often
rampant at levels well beyond simply those generated by routine clientelistic politics,
regionally connected organized crime flourishes and in many areas human security
remains highly problematic and threatened.

Still, Dr. Cohen noted, today one no longer finds the widespread violence of the early
and mid-1990s. Interethnic conflict on the whole has diminished, the Balkans seem
unlikely to again become a focus of big power rivalry, and the countries in the region are
committed to building democracy and the development of free economies. Moreover, the
process of transformation of Southeastern Europe is occurring with ample assistance
from regional and international organizations utilizing a broad variety of programs to
promote political pluralism and market economies.

According to Dr. Cohen, the critical lack of trust in state institutions across the Balkans
suggests that the task of institution-building must be a key area on the policy agenda for
the region. Southeastern Europe needs “credible leadership,” especially at the highest
and middle levels of the state.

Panel 2. Countries in Transition: Building an Economic Infrastructure

The objective of the second panel was to provide an assessment of the steps
being undertaken to develop the economic infrastructure required to assure
Improved economic performance, a rising standard of living and a fertile

environment for business development, both within individual countries as well as
on a regional level,

Social, ethnic and political tensions have resulted in modest economic growth in
Soytheastern Europe, said Dr. Dimitar Mircev, Professor at the School of
Philosophy, Cyril and Metodij University in Skopje. Dr. Mircev noted several factors
that add to the instability in the region: the upcoming presidential elections in several
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countries next year; the ill-defined situation concerning the relationship between Serbia
and Montenegro; and the uncertainty surrounding the status of Kosovo.

Dr. Mircev underlined that the therapies and strategies of the international community
aimed at addressing and resolving interethnic conflicts should not be defined only from a
political perspective. These activities should be mainly socio-economic. Dr. Mircev
warned that Brussels is not aware of the consequences of different statuses and
positions of the countries in the region in relation to the European Union and NATO. In
order to stabilize the region in the long run, the international community should
harmonize the policies of even regional development.

Nicolae Ropotean, Director of the Regional Political Cooperation Division, Ministry
of Foreign Affairs of Romania, stressed that his country, as other states in
Southeastern Europe, occupies a strategic location on the West side of the Black Sea.
Romania is a country which is both exporting and importing energy (although it can be
self-sufficient in energy supplies for several decades). Its geographical location allows it
to transport Russian natural gas to Western Europe and Turkey; it is also a potentially
significant transit region for Caspian oil exports to Europe. Romania believes that its
energy sector is attractive for foreign investment and sees possibilities for mutually
beneficial cooperation.

Mr. Ropotean underlined the need for cooperation in the energy field between Canada
and the countries in the region. He noted that the first Western-designed nuclear reactor
in Eastern Europe was supplied by Canada to Romania. Currently, one of the priorities
of the Romanian government is to ensure high standards of nuclear safety and security
of nuclear materials and installations. Cooperation with Canada in this respect would be
highly beneficial for Romania.

According to Dimitar Stoyanov Savov, Head of the Investment Policy Department of
the Ministry of Transport and Communications of Bulgaria, the present transport
policy of Bulgaria consists of three major sections. Firstly, there is the objective of
integration into the European Union. In this respect, harmonization of national legislation
and transport regulations with those of the EU member states is needed.

Secondly, there is a need to develop the transport infrastructure. Bulgaria’s transport
infrastructure should become an integral part of the Trans-European Network. The
country’s network has to be transformed into a competitive and effective “bridge”
between Western and Central Europe and the Middle and Far East countries, as well as
along the North-South direction, between the Baltic and the Adriatic Sea. The existing
transport infrastructure has to be reconstructed and modernized in accordance with the
standards and requirements of the European Union, as well as NATO. In addition, an
environmentally friendly transport system should be created.

The implementation of the above-mentioned goals, Mr. Savov underscored, is based on
the thqu priority of the transport policy, namely financing transport infrastructure projects.
A§ available resources set limits on investments into infrastructure, the priority should be
given to' Pan-European transport corridors. According to Mr. Savov, Canada’s
opportunlt_y to take part in economic development in the region is through financing
transport infrastructure projects.
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As Greece belongs to the Balkans, it acknowledges its responsibility to help other
countries in the region and does so, said Pavios Olziersky, Director of the Press
Office of the Deputy Minister of Foreign Affairs of Greece. The Hellenic Plan for the
Economic Reconstruction of the Balkans is the first systematically planned effort of
Greece to help its neighbours.

In conformity with its obligations as a member state of the European Union and the
Organization for Economic Cooperation and Development (OECD), Greece has
committed itself to allocating annually 0.2% of its GDP to international development aid.
The Hellenic Plan for the Economic Reconstruction of the Balkans will provide 550
million Euro for a period of five years (2002-2006) to six countries in Southeastern
Europe: Albania, Bosnia-Herzegovina, Bulgaria, FYR Macedonia, Romania and Serbia-
Montenegro. Approximately half of the available funds will be made available to Serbia-
Montenegro, as — according to Mr. Olziersky — this is the country with the greatest need
for assistance at the moment.

The assistance provided through the Hellenic Plan, Mr. Olziersky added, is foreseen for
several areas, such as infrastructure development (energy and transport), investments,
public administration, democratic institutions, rule of law, welfare state, economic
(in)equality and education.

Dr. David Carment of Norman Paterson School of International Affairs at Carleton
University in Ottawa and Dr. Atanas Gotchev of the Department of International
Relations Association in Sofia provided a critical overview of risk assessment projects
on Southeastern Europe.

Dr. Carment argued that risk assessment reports, drawing on international, rather than
local, experts, are too long, while policy recommendations are too broad and
fragmented. On the other hand, the Government of Canada needs to develop the
capacity to draft and implement recommendations formulated by organizations or
departments working in this area. Still, Dr. Carment added, recommendations often rely
on narrow information sources (polls and statistical data were mentioned as examples)
and do not contain direct linkages to analyses of public opinion or to response
strategies.

Dr. Gotchev ovserved that the need for risk assessments and early warnings on
Southeastern European issues is underscored by an existing instability in some
countries of the region. These instruments could serve to strengthen the capacity of
public administration in Southeastern Europe to deal with crisis situations and to react to
emerging threats in a stable and coherent manner. Dr. Gotchev recommended that
government agencies consider developing internal frameworks for early warning
analyses and early action, while the NGO sector should continue to play a significant
role in this area as well.

Panel 3. States in Transition: Building Governance Structures

The objective of the third panel was to provide an assessment of the steps being
undertaken to develop effective governance structures that will assure realization

12
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of principles such as rule of law, public accountability and an effective regulatory
environment.

In the last few years, it has become clear that the political preferences of the Serbian
and Montenegrin politicians have ranged from a federal solution to independence, noted
Slobodan Samardzic, Political Advisor to the President of Serbia-Montenegro.
According to him, the Constitutional Charter of the union of the two states has left alImost
fully up to the republics the arrangement of their constitutional matters. More precisely,
the responsibility for building systems of rule of law rests with the two member states.

Mr. Samardzic noted that the Constitutional Charter of Serbia-Montenegro achieved the
European Union’s political goal of preserving this state and, moreover, of stopping the
fragmentation of the Balkans into a number of small states. He argued that the
European Union could either artificially maintain this state union as long as the EU’s
security interests require so or, alternatively, use its authority to demand its
strengthening by supporting integration forces within Serbia and Montenegro.

In his analysis of Southeastern European countries, Dr. Andrei Marga, Rector of
Babeg-Bolyai University in Cluj-Napoca, Romania, argued that the states in the
region still show signs indicating crises of different natures: economic, social, legitimacy
and cultural, as well as a crisis of creativity and motivation. The interaction of all these
crises creates high demands on policy agendas, as well as internal contradictions.

According to Dr. Marga, there is a need for a type of governance that implies pluralism
and democratic control, with a goal of durable solutions and efficiency. He argued that
the governance systems prevailing in the former socialist countries of Southeastern
Europe have been represented by “democratic populism,” in contrast with Central
European “pluralist democracies.” Due to populism, the rhythm of reconstruction and
development in Southeastern Europe has been slower than in Central Europe. Still, Dr.
Marga noted, there is hope that, through EU and NATO accession, the countries in the
region will be motivated to re-examine their evolution after 1989 and to change their type
of governance.

Success in reconciliation among the Yugoslav successor states could be facilitated by
the re-examination of dominant narratives about the war and war events (the issue of
“truth”) and by the successful implementation of the principles of justice, such as
prosecution of war criminals, argued Dr. Nebojsa Bjelakovic of the Directorate for
Strategic Analysis, Department of National Defence of Canada. Contemporary
discourses, he added, should be examined in order to position dominant perceptions on
war crimes and issues of responsibility in the post-Yugoslav “core states” of Croatia,
Bosnia and Serbia. According to Dr. Bjelakovic, there is a need for the International
Criminal Tribunal for Former Yugoslavia (ICTY), for the state-sponsored Truth and
Reconciliation Commissions, and regional NGOs to complement each other’s actions.

The relevance of reconciliation in the former Yugoslavia is pivotal, as the successor
states, to different degrees and despite the efforts of national ideologues, remain
multiethnic societies and will be more and more so if the freedom of movement and
return of private property are achieved. In this context, ICTY should not act as the
marker of democracy tests that could actually penalize entire societies for their poor
performances, Dr. Bjelakovic said. Instead, it should assist the Yugoslav successor
states’ institution building by being a partner with their judicial branches.

13
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The creation of the Union of Serbia-Montenegro, the successor state of the Federal
Republic of Yugoslavia, does not guarantee the stability or longevity of this state, in spite
of the European Union’s crucial role in its formation, noted Dr. Reneo Lukic, Professor
of Political Science at Laval University in Quebec City. His central contention was
that this union is a temporary stage in the process of disintegration of the Federal
Republic of Yugoslavia. According to Dr. Lukic, the recent constitutional agreement
between Serbia and Montenegro has not changed the process of internal dissolution of
this state; it is rather an attempt to freeze it for three years. It should allow all sides, he
argued, to buy time to find a definite settlement to the question of statehood of Serbia,
Montenegro and Kosovo.

According to Dr. Lukic, from 1997 on, Montenegro has chosen - like Slovenia 10 years
ago - the road to Europe as its economic future. Serbia, by contrast, has been in conflict
with the Euro-Atlantic community since 1991. For Montenegro’s long-term interests, this
position has become untenable and a possible future stumbling block. Dr. Lukic noted
that, if there is no explicit and firm commitment by both Serbs and Montenegrins to live
in one country, their union cannot become a viable federal state.

If the Yugoslav successor states are to evolve from minimalist democracies sustained by
vertical accountability mechanisms (such as elections) to consolidated liberal
democracies, they need to be supported by agencies of horizontal accountability that
can provide viable constraints on the executive branch, argued Geoffrey Dubrow of the
Parliamentary Centre in Ottawa. Building institutions of horizontal accountability, he
said, is critical to the success of democratic consolidation. Mr. Dubrow defined horizontal
accountability as the capacity of state institutions to check abuses by other public
agencies and branches of government.

There are numerous genres of horizontal accountability: financial accountability,
administrative accountability, a professional type, a moral one, legal accountability and
constitutional accountability. Horizontal agencies in this area include electoral
commissions, tribunals, auditing agencies, anticorruption agencies, ombudsman’s
offices, administrative courts and human rights commissions.

In addition to the other speeches on the same topic, Dr. Achilles Skordas of the
Faculty of Law at the University of Athens, Greece, noted that the Hellenic Plan for
the Economic Reconstruction of the Balkans is a relatively new institutional cooperation
framework in the region. It is, therefore, still early to analyze its impact on the process of
building good governance structures in Southeastern Europe. Dr. Skordas understands
good governance as democratic practices, rule of law, efficient use of resources,
effective decision making, public accountability and transparency.

The Plan is based on six bilateral agreements, all having a common structure, concluded
by G_reece with Albania, Bosnia-Herzegovina, Bulgaria, FYR Macedonia, Romania and
Serbla-Montenegro. According to Greek legislation, the purpose of the Plan is to
mod_er_nize infrastructures, to promote productive investments, to modernize public
administration and self-government, to support democratic institutions (especially
Cooperation between parliaments in the region), to support the principles of rule of law
and welfare state, and to address economic equalities and training of labour force.

14



&l | it Mmmﬁjeﬁ”ﬁnﬁﬂmw?

Meﬁi ssmﬁg jon sach sivalsoguy 1o dlidugei
W mmmmﬁm iainue 2'noiold nesgow3 artt 1o’
: 25%.&13%&3& Wi@




Panel 4. European and North-Atlantic Integration: Implications for Southeastern
Europe

The objective of the fourth panel was to provide an appraisal of the current and
potential effects of the processes of European and North-Atlantic integration on
Southeastern Europe and their implications for Canada’s foreign policy towards
the region.

According to Dr. Gerasimos Karabelias of the Department of Sociology at Panteion
University of Political and Social Sciences in Athens, Greece, the European Union’s
strategies towards Southeastern Europe are based on three principles: conditionality,
differentiation and compartmentalization. By conditionality, Dr. Karabelias understands
the process though which the countries in Southeastern Europe were made aware that
in order to obtain benefits they had to introduce and implement political reforms akin to
the ones in the European Union. From the perspective of differentiation, the EU has
relied on the same format of relations with each country, albeit with specific provisions to
be negotiated separately. Compartmentalization means that the European Union has
indicated that it would group the candidate countries according to its level of relationship
with them and invite them to join the EU as a group.

Dr. Karabelias argued that the principles of conditionality and compartmentalization
appear to have become an obstacle to the processes of institution building and
democratization in Southeastern Europe. He pointed out that the application of
conditionality has tended to favour those in less need and to marginalize most of the
countries in need of assistance. Moreover, conditionality, as an instrument upon which
foreign policy aid depends, has frequently annoyed and even produced strong feelings
of resistance in Southeastern European countries.

Dr. Charles Pentland, Director of Queen’s Centre for International Relations at
Queen’s University in Kingston, pointed out that Canada’s involvement in
Southeastern Europe has been primarily as peacekeeping force in the post-Dayton
Yugoslav space. It has shared many of the EU’s perspectives on ethnic conflict and, like
the European Union, has tried to define the necessary mix of hard and soft power for
ensuring security in Southeastern Europe. In addition to this, Canada has been faced
with a possible Cyprus-like commitment in an intractable region, as the USA was
steadily pulling out.

Canada has a large stake in the success to the Dayton agreement and is involved and
committed to the Stability Pact, Dr. Pentland said. He suggested that Canada would like
to see a prosperous and stable Southeast Europe to avoid having to intervene in the
region once again. Canada is observing the growing importance of the EU as a
stabilizing factor in the region though its trade and aid methods, in addition to the
Prospect of enlargement. Furthermore, the development of common European defence
and security policies (affecting and involving some Southeastern European countries)
may have serious implications for the role and activities of NATO,; it is therefore in
Canada’s interest to pay attention to growing concerns regarding parallel structures
within the Euro-Atlantic security architecture.
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Murat Bilhan, Chairman of the Centre for Strategic Research of the Ministry of
Foreign Affairs of Turkey, proposed that the recent policy adopted by Canada of
directly involving its citizens in shaping its foreign policy be adopted by the countries in
Southeastern Europe as well. He noted that the recent tensions between Greece and
Turkey are not shared by the two peoples. Today, Greece is the most ardent supporter
of Turkey’s accession to the European Union, despite some of their disagreements. One
key area where the two countries cooperate is Southeastern Europe.

Regarding Turkey’s involvement in the region, Mr. Bilhan said, several policy principles
should be mentioned. Turkey is a Southeastern European country, sharing the
geography and history of the region. It encourages the region’s integration into the EU
and NATO, considering that sub-groupings such as the Stability Pact should also be
supported. Moreover, Turkey has always been a multiethnic and multi-religious country,
thus promoting, through its very existence the principle of peaceful cohabitation between
different groups in the region.

Colonel Michael Snell, Director for NATO Policy at the National Defence
Headquarters, Department of National Defence of Canada, pointed out that NATO
enlargement was not a one-time event and the North Atlantic Treaty Organization would
remain engaged in Southeastern Europe. He mentioned that Albania, Croatia and FYR
Macedonia are working intensively on the tasks they have to complete before being
invited to join NATO, similarly Bosnia-Herzegovina and Serbia-Montenegro. Colonel
Snell argued that Canada could play an important role in assisting with the reform
process in the defence and security fields of these countries.

According to Colonel Snell, while the EU and NATO enlargements are separate
processes, they are mutually reinforcing, as markets go hand in hand with security
provisions. NATO has certain responsibilities in Southeastern Europe and enlargement
will not signify an end to its attempts to intensify security cooperation in the region; on
the contrary, it will only deepen NATO’s commitment, he noted.

POLICY RECOMMENDATIONS
1. General

1.1 Canada should continue its policy of promoting European integration to secure both
stability and prosperity of the region; accession of the countries of Southeastern Europe
to the European Union (EU) and the North Atlantic Treaty Organization (NATO) will
strengthen these organizations and trans-Atlantic links, thus promoting some of
Canada’s fundamental interests.

1.2 Canada should collaborate with the European Union and its member states to
identify areas of common concern and possible joint action in Southeastern Europe.

1.3 Canaga should continue to encourage cooperation between the countries of former
Yugoslavia and the International Criminal Tribunal for the former Yugoslavia (ICTY);
Canada should urge ICTY to assist the process of institution-building in the Yugoslav
Successor states by being a partner with their judicial branches.
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1.4 Canada should support multinational institutions, such as the Organization for
Security and Cooperation in Europe (OSCE), the Stability Pact, NATO and the United
Nations (UN), of which Canada and all, or some of, the countries of Southeastern
Europe are members.

1.5 Canada should continue to support the Stability Pact, which links economic, social
and democratic political development with efforts to restore security in Southeastern
Europe as the best means to achieving lasting stability and prosperity.

1.6 Canada should formulate and promote a clear position towards the future of Serbia-
Montenegro (and its component entities, including Kosovo).

1.7 Canada should be aware that further readjustment of borders in Southeastern
Europe may cause a chain reaction, endangering the stability of the region;
nevertheless, if changes of this nature are unavoidable, the model offered by the post-
Cold War creation of Slovakia and the Czech Republic should be promoted for the
creation of new Southeastern European states.

2. Governance

2.1 Canada should further promote, though its international development programs in
Southeastern Europe, the values of transparency, accountability and rule of law
(focusing on the negative effects of corruption, preferential treatment and the climate of
legal impunity for organized crime).

2.2 The necessary changes in governance systems that Canada should promote in
Southeastern Europe are based on multilateral action: inter alia, improvement of mass
media systems, re-launching research in the social sciences, effective separation of
state powers, establishment of de-politicized public offices and open competition for
public offices.

2.3 The task of institution building and/or strengthening existing institutions in
Southeastern Europe should be a key issue on Canada’s policy agenda for this region.

2.4 Canada should assist the governments in Southeastern Europe in promoting faster,
more balanced and sustainable policies of socio-economic development, as a
prerequisite of achieving stability, security and democratic political practices and
institutions.

2.5 Canada should assist in the development of an influential non-profit non-
governmental sector in the countries of Southeastern Europe.

26 Ca_\nada should encourage the development in Southeastern European countries of
agencies of horizontal accountability that can check abuses by other public agencies
and branches of government (focusing on financial, administrative, professional, moral,
legal and constitutional accountability).
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2.7 Canada should encourage the development of initiatives such as the Bucharest-
based Regional Center for Combating Trans-Border Crime and other programs
strengthening public authority.

2.8 As Southeastern European countries need credible leadership, especially at the
highest and middle levels of the state, Canada should assist these states in recruitment
and training of leaders for both governmental and non-governmental roles.

3. Economic issues

3.1 Canada should encourage the sustainable development of stronger economic
relations with Southeastern European countries (individually and as a group).

3.2 Canada should encourage the sustainable development of stronger economic
relations among the countries of Southeastern Europe, for the purpose of economic
liberalization and integration; Canada should also assist the countries in the region in
overcoming the fear of economic dependence on neighbours.

3.3 In the context of the enlargement of the European Union, Canada should try to take
advantage of possibilities created by EU programs for Southeastern Europe; this
requires close monitoring, by Canadian representatives in Brussels and by Canadian
diplomatic missions in the region; Canada should also assist Southeastern European
governments in implementing and administering some of the projects that various
international financial institutions allocate to development in the region.

3.4 Canada should consider opportunities for bilateral and multilateral cooperation
offered by existing programs such as the Hellenic Plan for the Economic Reconstruction
of the Balkans in assisting in the economic reconstruction of the region.

3.5 Canada should take part in economic development projects that focus on basic
infrastructural needs in the fields of energy, telecommunications and transport.

3.6 Canada should encourage economic links between Canadian companies and
Southeastern European counterparts acting in the energy field (nuclear power, oil,
natural gas, coal, fossil fuel, hydroelectric resources) and the emergence of a regional
energy market; for its coordination, a regional energy centre could be set up, such as the
proposed Bucharest-based Regional Power Exchange.

3.7 Canada should encourage the development of integrated customs, transport and
communication systems, of border and visa regimes in Southeastern Europe, allowing
the free movement of goods, services and people between countries.

3.8 Canada should encourage a step-by-step approach in the development of trade links
between firms in Southeastern Europe and Canada, since effective trade linkages
generally precede a program of foreign direct investment (FDI).

3.9 Canada should encourage foreign direct investment (FDI) in the countries of
Southeastern Europe: however, while economic experts appreciate that FDI is not a
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prerequisite for reform in the region, a certain degree of progress in reform is typically a
prerequisite for FDI.

3.10 Canada should develop programs to assist the governments in Southeastern
Europe in simplifying the registration and licensing regimes for entry into their economic
markets.

3.11 Canada should share with the countries of Southeastern Europe its experience in
the area of value-for-money (VFM) auditing, should stress the non-policy nature of audits
and should assist these countries in developing public accounts committees (PAC).

3.11 Canada should help setting up joint business councils and chambers of commerce
with the countries of Southeastern Europe (individually and as a group).

4. Security and defence issues

4.1 Canada should collaborate more closely and try to coordinate its positions with the
countries of Southeastern Europe in the fight against international terrorism and
weapons of mass destruction.

4.2. Given the emerging development of European security and defence policies and
programs, and the processes of EU and NATO enlargement in Southeastern Europe,
Canada should engage the countries in the region in a discussion of the Euro-Atlantic
security and defence architecture.

4.3 In the area of security and defence sectors reform, efforts to enhance policies should
be approached as a common challenge for Canada and the countries of Southeastern
Europe, drawing from each party’s experiences.

4.4 Canada should assist the countries in Southeastern Europe in strengthening their
capacity to deal with crisis situations and react to emerging threats in a stable and
coherent manner.

5. Political and social issues

5.1 Canada should develop programs to counteract the danger of disillusionment in
democracy and to diminish the levels of political apathy in the region.

5.2 Canada should promote more actively its model of multicultural cohabitation to the
countries of Southeastern Europe, which would further promote opportunities for
peaceful integration of ethnic minorities into their societies.

5.3 Canada should promote the concept of reconciliation as the countries of
Southeastern Europe, involved in the past in various conflicts, remain multiethnic

s:x;ieties and have to develop and/or maintain peaceful relations with neighbouring
states.
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5.4 Canada should focus on the status of women in Southeastern Europe, by promoting
the concept of gender equality.

5.5 Canada should develop programs to provide resources and/or know-how to
governments in the region that are ill-equipped to identify and assist families in poverty.

5.6 Special attention should be given to the situation of ethnic minorities, e.g. trans-
national ethnic groups such as the Roma, including through adoption and
implementation of anti-discrimination legislation.

5.7 Canada should develop programs in the Southeastern European educational sectors
to upgrade curricula in terms of quality and its capacity to provide market-oriented skills;
Canada should also promote the saliency of education, especially in those contexts in
which the youth is convinced that schooling will not give them an advantage on the
labour market.

6. Public participation

6.1 Canada should more actively engage citizens and permanent residents whose ethnic
roots originate in the region in developing initiatives with Southeastern Europe.

6.2 European studies programs and initiatives should be encouraged in Canada,
especially at the university level.

6.3 Canada should strengthen links with Southeastern European educational institutions;

in particular, funding sources should be provided for student exchange programs with
the countries in the region.
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APPENDIX 1: PROGRAM OF THE CONFERENCE

Thursday, January 23, 2003

BasamWelcome . F L iy -
* Joan DeBardeleben (Director, Institute of European and Russian
Studies/EURUS and the Centre for European Studies, Carleton University,
Ottawa)
e H. E. Leonidas Chrysanthopoulos, representing the Greek Presidency of the

European Union.

00am. DpeningRemansl 7. 1 e oo ea
e Paul Dubois (Assistant Deputy Minister for Europe, Department of Foreign
Affairs and International Trade of Canada)

9:20 a.m. Panel 1. Southeastern Europe: From Stabilization to Integration

Chair: John Fraser (Consultant on Balkans Affairs, Privy Council Office, Ottawa)
Discussant: Piotr Dutkiewicz (Deputy Director, EURUS, Carleton University)
Speakers:

e Jan Kickert (Minister-Counsellor, Austrian Embassy in Ottawa): Prospects and
Challenges of Development in The Federal Republic of Yugoslavia and FYR
Macedonia

¢ Robert Austin (Project Coordinator, Centre for Russian and East European
Studies/CREES, University of Toronto): Albania Turns a Corner? Ten Years of
Economic and Political Transition Evaluated

e Atanas Gotchev (Department of International Relations Association, Sofia,

Bulgaria): From Chaos to Stability and Growth: Prospects and Challenges of

Development in Bulgaria

e Lavinia Stan (Director, Centre for Post-Communist Studies, St. Francis Xavier
University, Antigonish, Nova Scotia): Fighting the Demons of the Recent Past:
Prospects for Romanian Reconstruction and Development

* Lenard Cohen (Department of Political Science, Simon Fraser University, British
Columbia): Weak States and Institution-Building in “Balkan Europe”

Noon.Lunch. [ . .= ..
Keynote speaker:
* Miaden Ivanic (Minister of Foreign Affairs, Bosnia-Herzegovina)

2:00 p.m. Panel 2. Countries in Transition: Building an Economic Infrastructure

Chair: Carl McMillan (EURUS, Carleton University)

Discussant: Bogdan Buduru (Department of Economics, Carleton University)
Speakers:

* Dimitar Mircev (School of Philosophy, Cyril and Metodij University, Skopje, FYR
Macedonia): Socio-Economic Discrepancies and Sources of Security and
Political Stability: Experiences of the Republic of Macedonia
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* Nicolae Ropotean (Director, Regional Political Cooperation Division, Ministry of
Foreign Affairs of Romania): The Strategic Importance of the Energy Sector in
Romania

* Dimitar Stoyanov Savov (Head of the Investment Policy Department, Ministry of
Transport and Communications of Bulgaria): Concessions in the Transport
Infrastructure in Bulgaria

¢ Pavlos Olziersky (Director, Press Office of the Deputy Minister of Foreign Affairs
of Greece): The Hellenic Plan for Economic Reconstruction of the Balkans:
Implementation and Perspectives

e David Carment (Norman Paterson School of International Affairs/NPSIA,
Carleton University) and Atanas Gotchev (Department of International Relations
Association, Sofia, Bulgaria): Critical Overview of Southeastern European Risk
Assessment Projects

Friday, January 24, 2003

9:00 a.m. Opening Remarks

Nicolae Gesnot (Manager, Social and Economic Development Programs in the
Balkans, Canadian International Development Agency)

9:30 a.m. Panel 3. States in Transition: Building Governance Structures

Chair: Carl McMillan (EURUS, Carleton University)
Discussant: David Law (EURUS, Carleton University)
Speakers:

e Slobodan Samardzic (Political Adviser to the President of The Federal Republic
of Yugoslavia): Rule of Law and Constitutional Framework: Base for Stabilization
Reconstruction and Economic Progress

¢ Andrei Marga (Rector, Babes-Bolyai University, Cluj-Napoca, Romania):
Governance: Participation and Responsibility

* Nebojsa Bjelakovic (Directorate for Strategic Analysis, Department of National
Defence of Canada): Truth, Justice and Reconciliation in the Former Yugoslavia

* Reneo Lukic (Department of Political Science, Laval University, Quebec City):
The Painful Birth of a New State: Union of Serbia and Montenegro

* Geoffrey Dubrow (Parliamentary Centre, Ottawa): Strengthening Horizontal
Accountability in the Balkans

* Achilles Skordas (Faculty of Law, University of Athens, Greece): The Greek
Plan for Economic Reconstruction of Southeastern Europe: Building Good
Governance Structures in the Region

)

Lunchtime speaker:
* H.E. Eric Hayes (Ambassador and Head of the Delegation of the European
Commission in Canada)

1:15 p.m. Panel 4. European and North-Atlantic Integration: Implications for
Southeastern Eu A B AL

C!rair: David Carment (NPSIA, Carleton University)
Discussant: David Long (NPSIA, Carleton University)
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Speakers:

Gerasimos Karabelias (Department of Sociology, Panteion University of
Political and Social Sciences, Athens, Greece): European Integration and
Southeastern Europe: Observations and Suggestions

Charles Pentland (Director, Queen’s Centre for International Relations, Queen’s
University, Kingston, Ontario): EU Integration and Southeastern Europe: A
Canadian Perspective

Murat Bilhan (Ambassador, Chairman of the Centre for Strategic Research,
Ministry of Foreign Affairs of Turkey): Integration Schemes in Southern and
Eastern Europe and their Implications on Turkish Foreign Policy

Colonel Michael Snell (Director, NATO Policy, National Defence Headquarters,
Department of National Defence of Canada): /mplications of NATO Enlargement
for Southeastern Europe

3:30 p.m. Panel 5. Roundtable on Canada’s Foreign Policy in Southeastern Europe

Chair: Steven Lee (Executive Director, Canadian Centre for Foreign Policy
Development, Ottawa)
Participants:

5:00 p.m. Concludin
Rob McRae (DFAIT)

Rob McRae (Director General, Central, East and South Bureau, Department of
Foreign Affairs and International Trade of Canada)

Robert Austin (CREES, University of Toronto)

Lenard Cohen (Department of Political Science, Simon Fraser University)
John Fraser (EURUS, Carleton University)
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APPENDIX 2: BIOGRAPHIES OF DELEGATES

Joan DeBardeleben

Director and Professor, Institute of European and Russian Studies; Professor of Political
Science, Carleton University. Director, Centre for European Studies and of the Canadian
Forum on South-Eastern Europe; Co-Director, East-West Project, Carleton University.
Canadian Project Director, Optimization of Labour Relations in Russian Enterprises.
Canadian Project Director, the Fiscal Federalism and Elections. Research interests
include politics and society in the Soviet successor states; public opinion and survey
research; federalism and multi-level governance; labour relations; Russia and the
European Union; environmental politics and policy. Has published extensively on
regionalism and federalism in Russia, electoral behaviour, environmental issues,
transition, privatization and politics in Russia. PhD, University of Wisconsin, Madison,
USA.

Leonidas Chrysanthopoulos

Ambassador of Greece to Canada. In 1993, established the Greek embassy in Yerevan,
Armenia, where he also represented the presidency of the European Union. He has
served in Toronto, in Beijing, in Warsaw, and in his country's missions to the European
Union in Brussels and the United Nations in New York. Like his father and grandfather
before him, he has served as the Greek consul general in Istanbul.

Paul Dubois
Biography not available

John Fraser

Part-time Consultant on Balkan Affairs, Privy Council Office. Adjunct Research
Professor, Institute of European and Russian Studies, Carleton University, Ottawa.
Worked with the Department of External Affairs, Government of Canada (1958-94):
Foreign Service Visitor, Carleton University (1992-4); Director General of the Foreign
Intelligence Bureau (1987-92); Ambassador to Yugoslavia with dual accreditation to
Bulgaria (1983-7); Ambassador to Poland with dual accreditation to the GDR (1980-3);
Director of Middle East Division (1976-80); served in Washington, DC (1972-6); Chargé
d’Affaires to China — opened the Canadian Embassy in Peking (1971-2); China Desk
Officer (1968-70); served in Warsaw (1967-8), Hong Kong (1965-7) and Belgrade (1959-
62). Has published various articles on former Yugoslavia in the International Journal of
the Canadian Institute of International Affairs.

Piotr Dutkiewicz

Professor of Political Science and Associate Director of the Institute of European and
Russian Studies, Carleton University, Ottawa. Director (since 1999) of the CIDA-funded
project Women and Labour Market Reform in Russia
(www.carleton.ca/polisci/rusgen/index.html). Member of international advisory boards to:
the Helsinki Committee, Prague; the Institute for Law and Public Policy, Moscow; the
!nstitute for Strategic Studies, Moscow. Research interests include comparative politics
in Eastern Europe, socio-political transformation in Eastern Europe and Russia, social
movements and ethnic politics in Eastern Europe, role of the state and globalization in
transition, theory of transition. With R. Shenton (Queen's University, Kingston) and G.
Williams (Oxford University), developed an approach called "politics of etatization" that
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generated international discussion (1985-9). Editor and co-editor of 18 books and author
(or co-author) of 21 articles in refereed journals. PhD, Russian Academy of Sciences,
Moscow.

Jan Kickert

Minister Counsellor, Austrian Embassy in Ottawa. Educated at the Diplomatic Academy
and the University of Vienna. Served as Austrian diplomat in Bratislava and Belgrade,
Special Assistant to the EU Envoy in Kosovo and Political Advisor to the Special
Representative of the Secretary General of the United Nations Interim Administration
Mission in Kosovo.

Robert Austin

Project Coordinator and Lecturer, the Centre for Russian and East European Studies,
University of Toronto. Specialist on Albania and Kosovo, with special emphasis on
Albania’s transition and Albanian history between the two World Wars. Worked as a
Tirana-based correspondent for Radio Free Europe and a news writer with the Canadian
Broadcasting Corporation in Toronto. PhD, University of Toronto.

Atanas Gotchev

Associate Professor of International Relations, University of National and World
Economy (since 1996). Participant in ad hoc working groups of the Bulgarian Presidency
and Council of Ministers (since 1992). Director and Chief Investigator for the Bulgarian
Early Warning System (1997-2002), a project developed under the auspices of the
UNDP. Director of International Programs (1993-9), Deputy Director of the Department
of International Relations (1995-2001), University of National and World Economy.
Lecturer in International Relations, Higher Institute of Economics (1978-81, 1984-94).
Main research interests include risk assessment, early warning, conflict prevention and
competitiveness of countries in transition. PhD, Bulgarian Academy of Science, Sofia.

Lavinia Stan

Director of the Centre for Post-Communist Societies at St. Francis Xavier University, the
newest research centre in Atlantic Canada dedicated to studies on Communism and
post-Communism, democratization and politics in Eastern Europe and the former Soviet
Union. Regular contributor to the Romanian section of Voice of America radio station.
Won both Killam and SSHRC post-doctoral fellowships at Dalhousie University, Halifax.
Research interests include post-Communist democratization, governmental
performance, social capital, democratization, research methods, transitional justice and
religion and politics. Editor of "Romania in Transition" (Ashgate, 1997) and author of
"Leaders and Laggards: Governance, Civicness and Ethnicity in Post-Communist
Romania" (East European Monographs, Columbia University Press, 2002). PhD,
University of Toronto.

Lenard Cohen

Professor of Political Science, Simon Fraser University, BC (teaching since 1974). Main
area of specialization is Eastern European politics, with a focus on the Balkans. During
the last decade, has been working on questions of regional security in Southeastern
Europe and both Canadian and US foreign policy towards the Balkans. Has published
several books and articles concerning the politics of the former Yugoslavia. His most
recent .book is "Serpent in the Bosom: The Rise and Fall of Slobodan Milosevic"
(Westview Press, 2002). His forthcoming co-edited books are entitled "Alliance Politics
from the End of the Cold War to the Age of Terrorism" and "Foreign Policy Realignment
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in the Post 9/11 World." Is currently working on a comparative study of democratization
in Southeastern Europe. PhD, Columbia University, USA.

Miaden Ivanic

Minister of Foreign Affairs of Bosnia-Herzegovina. Worked as journalist with Radio
Banjaluka and university instructor with the Faculty of Economics in Banjaluka, the
Faculty of Economics in Sarajevo and the Faculty of Social Science at the University of
Glasgow. Was a member of the Presidency of Bosnia-Herzegovina, of the Economic
Council of Republika Srpska and several managing boards. Founder and first president
of the Party of Democratic Progress of Republika Srpska. PhD, University of Belgrade,
post-doctoral studies at the University of Mainheim, Germany, and the University of
Glasgow, the United Kigdom.

Carl McMillan

Distinguished Professor in the Department of Economics and the Institute of European
and Russian Studies, Carleton University, Ottawa, where he has also thought in the
graduate programs in business and international relations. Served as Director of the
Institute (1975-82) and as Acting Director (1995-7). Consultant to various international
economic organizations. Organized (in 1972) a special program of research and training
on the economies of Central and Eastern Europe and their relations with the West (the
East-West Project, a research unit that he continues to co-direct). Teaching and
research have dealt with the planned economies and with their post-Communist
transition to a market-based system. Published work on related international economic
issues, especially in the sphere of foreign direct investment. PhD, Johns Hopkins
University, USA.

Bogdan Buduru

Faculty member, Department of Economics, Carleton University. Specializes in
economics of transition, with emphasis on the institutional aspects of the economic
transformation in Central and Eastern Europe. Doctoral candidate in Economics, Simon
Fraser University, Vancouver.

Dimitar Mircev

Professor, School of Philosophy, Cyril and Metodij University in Skopje. Was Vice-
Rector of the University of Skopje and visiting professor at the Universities of Ljubljana,
Zagreb, Sarajevo and New Delhi. Was a member of the Constitutional Commission of
the Macedonian Parliament, a Special Envoy of the President of the Republic of
Macedonia and Ambassador of Macedonia to Slovenia and to the Holy See. PhD,
University of Ljubljana.

Nicolae Ropotean
Biography not available

Dimitar Stoyanov Savov

Head of the Investment Policy Department, Transport Policy, Infrastructure and
Qonstruction Directorate, Ministry of Transport and Communications of Bulgaria. Expert
I combined and accessible transport and in harmonization of the Bulgarian
construction standards with those of the European Union. Member of the Steering
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APPENDIX 3: SPEECHES

H.E. Leonidas Chrysanthopoulos, representing the Greek Presidency of the
European Union

Historically, the Southeastern edge of the European continent is widely associated with
fragmentation, violent conflict, backwardness and misery. Until the last decade of the
past century, the region has ruthlessly lived up to its historical notoriety.

However, important progress has been achieved in the stabilization of the region after a
decade of conflicts and crises. Democratic governments are in place and free and fair
elections have been held throughout the Balkans. Countries in the region are moving
from reconstruction to economic recovery and sustainable development. All of them
place high priority in their (EU) prospect and, as potential candidates for membership,
have embarked, albeit at different paces, in the Stabilization and Association Process.

Can EU membership be achieved by Southeastern European countries? The answer is,
emphatically, yes. One of the countries of the region, Greece, achieved full EU
membership twenty years ago and participation to the common-currency zone of the EU,
while Slovenia has become an acceding state. This is the most tangible proof that the
rest of the nations in the region are also entitled to the same status and may, eventually,
succeed in joining the EU.

The perspective of EU membership for Southeastern European countries was first
promised in the founding document of the Stability Pact for Southeastern Europe, in
Cologne, on June 10, 1999. Six months later, in December 1999, the Helsinki European
Council formally recognized three Southeastern European countries (i.e. Bulgaria,
Romania and Turkey) as EU candidates. This decision was further enhanced by the last
EU summit, in Copenhagen, where it was decided that accession negotiations with
Turkey will start in early 2005, and the target date of 2007 was set for the accession of
Bulgaria and Romania.

With these three formal candidacies from Southeastern Europe, the prospect of the
other countries in the region for integration into the EU structures takes a new
geographic logic and strategic momentum. EU partners have by now openly accepted
that the entire region is already part of Europe, that its problems are European ones and
that any viable solution to them has to be a European solution.

The credibility of the European perspective has also significantly increased during the
past 2-3 years in the Balkans. The EU and its member states, despite much criticism
about slow bureaucratic procedures, have demonstrated a considerable readiness to
pledge and commit substantial funds for the stabilization of the Balkans, particularly at
the funding conferences for the Stabilization Program, in Brussels (March 2000) and
Bucharest (October 2001). Only in 2001 EU assistance to the Balkans was 722.18
million Euro. Moreover, basic preconditions for eventual EU membership, such as the
Helsinki principles, the Copenhagen criteria and the adoption of the acquis
communautaire, are becoming the guiding principles for political and economic reform,
as well as for institution building in the countries of the region.
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EU’s central role in the peacekeeping forces of KFOR in Kosovo, the EU-led police force
of Bosnia-Herzegovina (EUPM) inaugurated on January 15 and Operation Amber Fox in
Former Yugoslav Republic of Macedonia are prominent examples of the presence and
commitment of the European Union in the region.

Today, the European perspective is basically represented institutionally in the region by
the Stabilisation and Association Process (SAP), as well as, in some respects, by the
Stability Pact (SP).

The Stabilization and Association Process includes individual political agreements with
each country of the region (called Stabilization and Association Agreement) plus
community assistance for reconstruction, development and stabilization (CARDS), plus a
program of Autonomous Trade Measures (ATM). It is more than obvious that this model
bears close similarities to the accession process adopted for the recent enlargement of
the EU.

The Greek Presidency has set the following six priorities for its work in Western Balkans:

1. Further consolidating peace, stability and democratic development in the
Balkans

Having in mind the considerable progress achieved in the last two years, but also its
fragility, the Greek Presidency will deploy all efforts to further consolidate peace, to
promote stability, democracy, the rule of law, and respect for human and minority rights.
Inviolability of international borders, peaceful resolution of conflicts and regional
cooperation are principles of the highest importance in the area. Terrorism and violence,
be it ethnically, politically or criminally motivated, should be unequivocally condemned.

Full implementation of Resolution 1244 of the UN Security Council on Kosovo, as well as
of the Dayton agreement and subsequent Peace Implementation Council decisions, and
the Ohrid and Belgrade agreements are an essential part of EU policy and a condition
sine qua non for achieving stability and democracy.

2. Stabilisation and Association Process: carrying forward the process with
individual countries

Carrying forward the SAP with each of the five countries concerned is of first priority in
the agenda of the Greek Presidency (of the EU) for the Western Balkans. The Greek
Foreign Minister, G. Papandreou, in his capacity as Chairman of the EU, visited first the
five SAP countries (...) and was, in principle, satisfied with the progress that he saw.

2.1 Albania

Support the opening of negotiations and cooperate with the (European) Commission in
order to make substantial progress towards a SAA, depending on respective efforts by

?\é?raFn)ia, and will continue the monitoring mechanism of the Consultative Task Force

2.2 Bosnia and Herzegovina

Given the substantial completion by Bosnia-Herzegovina of the road map, the
Commission will be invited to prepare a “feasibility study on the opening of negotiations”
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for the conclusion of a SAA, within the next few months. In the event of a positive
conclusion of this study, the Council could discuss the next steps (i.e. invitation to the
Commission to present draft negotiating directives). The mechanism of the CTF will
continue.

2.3 Croatia
Encourage progress in the ratification process, in order for the SAA to enter into force
and start being implemented, allowing for further deepening of relations within the SAP
framework.

2.4 Former Yugoslav Republic of Macedonia

Within an environment of full implementation of the Ohrid Framework Agreement,
conditions are ripe for further progress in the SAP, including through progress in the
ratification process allowing for the entry into force and beginning of implementation of
the SAA. The continued presence of the EU Special Representative will emphasize that
the Union maintains its focus on the country.

2.5 Federal Republic of Yugoslavia (Serbia-Montenegro)

Provided the remaining conditions are fulfiled by the FRY, i.e. the adoption of the
Constitutional Charter and the Action Plan for the Internal Market, the Commission could
be invited to prepare a “feasibility study on the opening of negotiations” for the
conclusion of a SAA. In the event of a positive outcome of this study, the Council could
discuss the next steps (i.e. invitation to the Commission to present draft negotiating
directives). The modalities of the inclusion of Kosovo in the SAP will have to be
addressed, with full respect of resolution 1244 and within the concept “European
standards before status.”

3. Developing the SAP (Stabilization and Association Process) and adapting it to
the new environment after enlargement

Uphold the SAP as the cornerstone of EU policy in the area. Enrich it with knowledge
drawn from the enlargement process, in order to strengthen the accession-oriented
dimension. Confirm that the additional intermediate overall contractual framework or
agreement will be required from each SAP country between its successful fulfillment of
the SAA and accession to the EU. Each country's progress will be assessed by its own
merits.

4. Launching the “Balkan European Integration Process”

The mechanisms for enhanced political dialogue and regional cooperation should be
further developed through the establishment of a new political scheme, the “Balkan
European Integration Process,” building on the success of the November 2000 Zagreb
Summit and on the GAC Conclusions of May 2002, based on ideas by the Commission.
The “Balkan European Integration Process” could bring together on a regular basis the
heads of state or government of the region and their EU counterparts. Similar regular
meetings of foreign ministers could be held, while other ministers could also meet, when
appropriate.
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5. Focusing on specific horizontal issues of significance to the region

Ensure the follow-up of the London Conference on organized crime and implement
existing or new initiatives on Justice and Home Affairs issues in the area. Explore ways
to address the issues of refugees, to ensure protection and rehabilitation of historic and
religious monuments, and to ensure collection of small arms. Enhance regional
cooperation on energy and infrastructure in general. Improve investment support, with a
particular view to reducing unemployment. Follow-up promotion of free trade, including
bilateral Free Trade Agreements

6. Regional cooperation and the Stability Pact

Promotion of regional cooperation is a key objective of the SAP. Integration with the EU
is only possible if future members can demonstrate that they are willing and able to
interact with their neighbours as EU Member States do. Also, the Stability Pact for
South-Eastern Europe (SP), where the EU has a leading role, promotes regional co-
operation in the broader Balkan region. Regional cooperation is not a substitute, but a
necessary complement and stimulus to the road towards Europe.

Following the GAC conclusions of November 2001, a review of the priorities, activities
and working methods of the SP was initiated. These issues were addressed by the
Special Coordinator in a number of reports in the course of 2002; they were further
discussed in the annual Regional Table on December 16, 2002, in Thessaloniki. The EU
has asked the Special Coordinator, in consultation with the Informal Consultative
Committee, to present a report on the achievement and further strengthening of SP-SAP
complementary nature in advance of the Thessaloniki Summit of June 2003. The Greek
Presidency intends to carry this exercise forward so that the EU, in close co-operation
with the Special Coordinator and other participant states, will be able to reach
consensus on the orientations of the Stability Pact.

The EU has emphasized that the impetus for regional cooperation must come from the
region itself. It has acknowledged the role of the South-East Europe Cooperation
Process (SEECP) which is gradually showing itself to be the voice of the region.
Following the November 2001 General Affairs Council decisions, the SEECP has been
participating in the Informal Consultative Committee (ICC) established to ensure
coordination between EU and SP activities in the broader Balkan area.

The Greek Presidency will work for further EU commitment and support to regional
cooperation initiatives in the Balkans, in particular to the SEECP, with a view to deepen
regional ownership of these processes. The mechanism established through the ICC
should be strengthened.

As previously mentioned, the Presidency intends to organize a Summit on June 21,
2003, in Thessaloniki between the EU and the countries of the SAP. This decision was
welcomed by the Copenhagen European Council.

The Thessaloniki meeting will mark a new milestone in the special relationship between
the European Union and Southeastern Europe. It will offer the opportunity for the Heads
of State or Government of the five SAP countries to meet their counterparts from EU
Member States, as well as the representatives of EU institutions. The leaders of the 10
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acceding states will also be invited as well as those of the three candidate countries
(Bulgaria, Romania and Turkey).

The Thessaloniki meeting aims to send a strong political message to the countries and
peoples of the region, namely that:
e Southeastern Europe remains a priority for the European Union, high in its
agenda;
e The EU is committed to the European future of all countries of the region and the
ongoing enlargement in no way affects adversely the prospect of EU integration
for Southeastern Europe.

At the same time the meeting will reconfirm the commitment of the SAP countries to
rapprochement and gradual integration into the Union and their determination to work for
the fulfillment of all related criteria and conditions, including democratic and economic
reforms and development of regional cooperation.

In this effort of the EU towards the Balkans, there is a role for Canada. Within the
priorities of the Greek Presidency vis-a-vis Canada, we intend to identify areas of
common concern and possible joint action in the Balkans. The fact that DFAIT is a main
sponsor of this conference clearly shows the interest of the Canadian Government in
Southeastern Europe. And | am sure that within the ongoing enhanced dialogue
between the EU-Canada, joint actions will be agreed upon.

Paul Dubois, Assistant Deputy Minister for Europe, Department of Foreign Affairs
and International Trade of Canada

It gives me great pleasure to provide opening remarks to this forum today and to add my
welcome, especially to those who have travelled from Southeastern Europe and from
across Canada. | extend a special welcome to Dr. Mladen Ivanic, who has just been
named Bosnia-Herzegovina’'s Deputy Prime Minister and Minister of Foreign Affairs.

| would like to thank Carleton University’s Centre for European Studies and its Director,
Dr. Joan Debardeleben, for their work in putting the conference together. Our
Department has been pleased to support this initiative, including through the Canadian
Centre for Foreign Policy Development, and | want to acknowledge others, including the
European Commission, which have also lent their support.

I would like, in particular, to extend my congratulations to the embassies of Southeastern
Europe whose vision is responsible for making this conference a reality.

And, indeed, what they have accomplished is visionary. Only a short time ago, much of
Southeastern Europe was at war, or mired in war's aftermath. That today many of its
representatives are here in Ottawa not only to discuss the region’s future, but also to
project a new, positive image of the region, is truly an impressive statement about how
dramatically — and constructively — things are changing.

Of course, the region still has unresolved problems. It will take time to heal wounds.
There are political questions that must be addressed. Refugees and displaced persons
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have to find durable solution and many war criminals have yet to be sent to The Hague.
And the people of the region remain far too poor.

But now there is real, tangible hope for progress. We've clearly turned a corner. The key
to this change is the new consensus on the way forward. That way is towards the EU
and NATO, and full acceptance of the values of the trans-Atlantic community those
institutions represent. Of course, Greece is not only an EU member, but its current
president. Both Greece and Turkey are NATO members. But two other countries taking
part here today, Romania and Bulgaria, received invitations to NATO at last November’s
Prague Summit and are looking forward to EU entry well before the end of this decade.
Most other countries are working on or towards NATO Membership Action Plans and
Partnership for Peace. Several have or will soon have Stabilization and Association
Agreements with the EU or are in talks towards accession. The question is not,
therefore, where is the region going, but only “how fast.”

Canada strongly encourages this evolution. As you know, Canada has taken its
responsibilities towards the region very seriously. From the Prime Minister on down, we
have tried hard to help bring peace and stability. For more than a decade we have had in
the region between 1500-2000 peacekeepers, first under UN and then NATO command.
It remains by far our largest troop deployment, and a number of our soldiers gave their
lives while serving. We have sent hundreds of police, most recently to the new EU police
mission that began this month in Bosnia-Herzegovina.

We have worked to restore respect for the rule of law and human and minority rights,
including through support to the International Criminal Tribunal at The Hague. We have
accepted over 30,000 refugees, people who have enriched a Canadian community from
the region that numbers in the hundreds of thousands. Mainly through CIDA, we have
spent over $400 million for humanitarian aid, security sector projects, economic and
social reform, and health care. We have provided very significant debt relief. And we
have deployed Canadian experts to assist with constitutional change, public
administration and education.

When we add this up, our effort in your region arguably amounts to our largest single
foreign and security policy initiative of recent years, engaging Canadians from all parts of
government, NGOs, and private citizens. Underpinning all of this has been strong public
support — Canadians demanded that we do what we could to end the conflicts and
address the human suffering.

It is because of this effort that we are so encouraged by the conference. Your discussion
and your presence here validate the approach we have taken. Major conflict in the
region and the humanitarian crises it created now seem ended. Southeastern Europe is
embarked on building democratic, multiethnic and free market societies. Increasingly,
Southeastern European countries will start to resemble the transition countries further
north, who are now entering the expanding EU and NATO.

C}anada has been a strong proponent of this expansion: Prime Minister Chrétien was the
first NATO leader, for example, to argue for a robust NATO enlargement. He did so
because we think that these institutions should embrace all Europe: we believe that this
Is good for European peace — for the sake of which we have sent soldiers three times in
the last century to the continent. It is good for the continent's prosperity, as the EU,
already with an annual GDP of $12 trillion (versus the US with $15 trillion), and a
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population of 375 million (versus 280 million in the US), embraces new consumers and
markets, adding 9% to its GDP with the next group of 10. If enlargement goes ahead as
expected, there could be 450 million people in the EU by decade’'s end. And this
expansion is also good for reinforcing the democratic values — including respect for
political, cultural, linguistic and religious diversity — we live by.

Canada’s interest is served very well by this development. After the US, the EU is our
largest trading and investment partner by far: in 2001, we had $53 billion in two-way
merchandise trade; in that year, almost a quarter of the FDI stock in Canada was from
the EU, totalling $76 billion. To the extent that Europe’s economy expands, Canada’s
can grow too. To that end, at the December 2002 Summit here in Ottawa, leaders
looked at how we might take to a new level this already impressive economic
relationship, possibly through a new trade instrument.

And, as the EU evolves into a political and security actor, something we see starting to
happen in Southeastern Europe, we foresee acting with it in these areas as well, while
continuing to work with member states and common institutions, such as NATO and the
OSCE, on joint initiatives based on our shared values and interests.

We think that, ultimately, the countries of Southeastern Europe can become new motors
for a new, broader Europe, adding diversity and vigour to it. Southeastern Europe’s full
inclusion in this Europe will re-establish the physical links cut by communism and war; it
will also re-unite ancient and rich civilizations, helping end the psychological divide
between east and west. With Southeastern Europe moving towards joining the EU and
NATO, we are witnessing the construction of a New Europe. Count on our support in this
exciting project.

Ladies and gentlemen, Canada is able now to look forward to a more promising
engagement with your region and with each country in it, one that can centre on robust
economic ties, while we build a true security and political partnership as you strengthen
your relationship with NATO and the EU. One concrete example of our changing
approach is the trade mission we are planning for Bulgaria and Turkey in May, to be led
by our Secretary of State for Central and Eastern Europe and Middle East, Gar Knutson.
We are designing this trip to introduce Canadian business to a region they may not have
considered before as a possible market.

We want the businesspeople who come along to start thinking of Southeastern Europe
in a new way, to take advantage of opportunities they had not considered before, and to
tell colleagues about the possibilities when they return to Canada. | am sure, as well,
Minister Ivanic, that during your visit here you will also be raising the need for Canada
and your country to develop strong economic ties.

This conference, as you know, is intended to provide new ideas and directions for
Canadian foreign policy. Over the next two days, representatives of Foreign Affairs,
CIDA, and National Defence will take part. We look forward to hearing your views on
how we should work together to solve the remaining post-conflict issues. But we will also
be very interested in hearing your thoughts on issues such as:

* how to “modernize” Canada's approach to the region, as we move into a new

phase of reconstruction and international integration. Are there better ways that
we can help accelerate the movement of the region towards NATO and the EU?
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e how we should work with the EU and NATO as they take on new responsibilities
in Southeast Europe;

e whether it is realistic to “brand” your entire region in Canada to businesspeople
as an emerging market that stretches from the eastern borders of Turkey to
Slovenia, bearing in mind that the total population would be over 130 million and
that it could be seen as a bridge between Western Europe and the Middle East;
and, finally,

e how the cooperation seen in this room might be carried on through other
activities in Canada, including follow-up events.

| know that you will have a stimulating discussion, both here in the conference and
perhaps outside in our almost as stimulating Ottawa winter. | know as well that old
acquaintances will be renewed and that new contacts will be made. But | hope too that
visitors to Ottawa have a chance to put on some skates and try the Rideau Canal or ski
in the Gatineau hills. | wish you the best in your deliberations.

Nicolae Ropotean, Director of the Regional Political Cooperation Division, Ministry
of Foreign Affairs of Romania

| want to start my presentation by expressing my deep pleasure to address such a
distinguish audience like you on the importance of the topic of identifying and analyzing
current political and economic trends, positive achievements, cooperative efforts and
current challenges of Southeastern Europe countries. It is a challenging exercise, but
very rewarding and | take pride in being a modest contributor to it.

Radical transformations in Southeastern Europe

The breakdown of the socialist system earmarked the evolution of a period of radical
geopolitical transformations in the broader European region. New independent states
appeared on the map and a wind of change swept the political, economical and social
structures, which constituted a status quo in the eastern part of the European continent
during several decades.

The countries of Southeastern Europe have been forced to move directly from a
centrally planned economy to an increasingly competitive worldwide market, with the
difficult reforms that entails: macro-economic stabilization, free prices, privatization, strict
budgetary discipline and technological reconstruction.

The economic situation in Southeastern Europe has gradually deteriorated because of
the numerous conflicts caused by the disintegration of Yugoslavia and the slow pace of
economic reform in the region. The crisis in Kosovo, in particular, has had far-reaching
economic consequences: trade relations have been broken off, infrastructure has
suffered extensive damage, investment has dried up, resulting in delays in structural

reforms. | witnessed them all during my one year tour of duty with the OSCE Mission in
Kosovo, in 2001.

Thgse changes created, indeed serious problems, but, on the other hand, opened new
horizons in the region. The need for a rapid but, at the same time, rational course
towards the modernization and reconstruction of the market economies in the countries
of the former Eastern Block, was raised as a major challenge. The challenge was not
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only for the countries involved, but also for the European and international economic
environment, which they should cope with in the future. The vivid cultural and historical
ties between the countries of eastern and western Europe, combined with the feeling of
mutual interest upon the development of the new markets, oriented the European Union
towards the undertaking of initiatives aiming at supporting the economy stabilization and
reconstruction efforts.

It became clear that technological reconstruction, as an essential factor of economic
recovery in Southeastern Europe, was very important for peace, stability and sustainable
development in the region and for its full integration into Europe. The European Union
has offered to share its political and economic future with the countries of the
Southeastern Europe, which all one day may become full member of the European
Union. But, membership of the European Union, a priority objective for the countries of
Southeastern Europe, means meeting the criteria laid down in Copenhagen, which is
impossible without a reconstruction strategy encompassing the whole region.

Canadian support for reconstruction in Southeastern Europe

It is very important to stress that since the beginning of conflicts in the early 1990s, the
Canadian public has consistently supported efforts to restore peace in the region. The
Southeastern Europe engage many Canadian foreign policy interests, including the need
to: maintain security and stability in Europe; reinforce strong trans-Atlantic relations;
support multilateral institutions (e.g., UN, NATO, OSCE and G8); advance human
security and democratization; strengthen the international counter-terrorism coalition;
address transnational issues, such as organized crime; promote economic prosperity
and develop mutually beneficial bilateral ties with the countries in the area.

After the Kosovo conflict in 1999, the international community determined that a major
and integrated effort was needed to bring long-term stability to Southeastern Europe. A
European Union proposal was accepted to establish a Stability Pact for the region,
intended to catalyze change, act as a mechanism to coordinate donor programmes, and
promote integration into European and Euro-Atlantic political, economic and security
structures. The Pact was also intended to provide a means for donors and recipients to
hold policy dialogue and set priorities for the further development of the region. Canada
has been a full member of the Stability Pact since the Sarajevo Summit of July 30, 1999.

Acknowledging and encouraging the leading role of the European Union in rebuilding
peace and prosperity in Southeastern Europe, Canada continues to support the Stability
Pact, recognizing that it is the only political forum which brings together donor countries,
international organizations and Southeastern European countries. Canada also believes
that the Pact's approach, linking economic and democratic development with efforts to
restore security, is the best means to achieve lasting stability.

A new European identity for Southeastern Europe

Positive developments in the Southeastern Europe countries represent the measure of a
new stage in synchronizing the region with the European integration process. The
answer to all the problems the region is facing will depend on the national efforts, but
also on the consistency of the partnerships with EU and other European and Euro-
Aflantic state leaders. A new European identity for this region will depend, first and
foremost, on the responsible commitment of each government toward reforms and on
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their sustained respect of European values. NGOs, the media, academics have an
important role in developing a new mindset which is compatible with the criteria for the
Euro-Atlantic organizations that all aspire to join.

If the region really wants to turn a page in its history, it needs to do it completely.
Europe, now, more than ever in its history, must rely on the solidarity and unity of all
those prepared to assume a European identity. People need to put to good use what
they have gained together in the recent years; they need to strengthen good practices
and constantly enhance its progressive development, synchronized with the
development rhythms of the united Europe.

A new sense of self-confidence has to prevail and give energy to the common projects.
Time has come for this cooperation process to be more pro-active in terms of economic
cooperation, by connecting the projects that the EU and the International Financial
Institutions allocate to development in Europe.

Romania and other young democracies in Europe feel a moral and historical obligation
to spread the values that rescued us from the darkness of totalitarianism and
communism. Our regional experience can contribute to the process of reconnecting the
Western Balkans to the European spirit. We, the Romanians, are clear about our
European identity. We share the same values, aspirations and responsibilities. We have
the same fears about the future. And we hold the same view about how to ensure
European security. But we know that moral arguments alone are not enough for sharing
the solidarity of the European Union.

The strategic location of Southeastern Europe

The countries of Southeastern Europe, including Romania, occupy a strategic location
on the west side of the Black Sea, exporting electricity to much of the Balkan Peninsula
and transporting Russian natural gas to Western Europe and Turkey. Southeastern
Europe also is a potentially significant transit region for Caspian oil exports to Europe.

Although not a major energy dealer, Romania has the distinct peculiarity of being at the
same time an important regional oil and natural gas producer, consumer, exporter,
importer and transit country. It holds substantial coal deposits, has significant fossil fuel
and hydroelectric resources and has the potential to be energy self-sufficient for several
decades. In fact, Romania has a long history in oil and gas production. It was the first
country in the world to start producing oil, commercially, in 1857, two years before the
US. It was the second supplier of natural gas in Europe, until 1957, when natural gas
was discovered in the Netherlands. It was, also, the third largest oil and gas drilling
equipment manufacturer worldwide in the late 1980s. Its substantial energy resources
and booming energy sectors allowed surplus oil to be exported and initiated major
economic developments in the 1920s. Its oil reserves and refining capacity fuelled,
unfortunately, much of the Second World War. Later on, the cheap and plentiful energy
resources secured foreign loans and triggered the development of heavy industries and
new towns. At that time, saving energy was not an issue.

Nevertheless, it is the geographic location of Romania, and its neighboring countries, for
that matter, between major producers of energy in Russia and the Caspian Sea region
and major consumers of energy in Turkey and Europe, that gives southeastern Europe
its importance as a transit point for Russian natural gas supplies to Turkey and into the
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world energy markets. With Caspian Sea region oil production expected to increase,
Romania may become important transit center for oil destined for consumers in Western

Europe.

Oil

Romania has proven oil reserves of 955 million barrels; around 10% of it comes from the
off-shore Black Sea wells. Despite a steady decline in its crude oil production over the
past 25 years, the country remains the largest oil producer in Central and Eastern
Europe. From 294,000 barrels per day (bbl/d) in 1976, Romania's oil production has
plummeted 58%, sliding to 124,500 bbl/d in 2002. In a bid to increase the country's
petroleum production, Romania is liberalizing its oil sector by privatizing the PETROM
National Petroleum Company and luring foreign investment for exploration.

Oil consumption has been rising since 1994. It started falling in 1997, when electricity
prices were liberalized and reached the bottom of 180,000bbl/d in 2001. In order to meet
its energy needs, the country remains a net oil importer.

Romania's refining industry is the largest in Central and Eastern Europe. In the early
1990's, its 10 refineries had an annual crude distillation capacity (of about 680,000
bbl/d), exceeding by far the domestic demand for refined petroleum products. In 1992,
the refining industry launched a restructuring project that closed about one third of the
excess capacity. Capacity reduction was coupled with increased specialization in
developing high-demand products such as lubricants, bitumen, and fertilizers. (As of
January 1999, Romania's crude oil refining capacity stood at 521,715 bbl/d). There is still
a great deal of over-capacity. Romania can refine more oil than it needs, has more than
a third of Central Europe's refining capacity, an oil tanker terminal on the Black Sea
coast, and a large domestic refined products market. Yet, years of under-investment
have left the refining industry in poor health, requiring massive investment to modernize
and improve efficiency. PETROM, the state-owned company, for instance, has
developed a powerful investment program since it was set up five years ago. The
program has not only saved the company, literally, it has also turned it into the most
important taxpayer to the state budget.

Natural Gas

The country’s natural gas reserves (13.2 trillion cubic feet) are estimated to be enough
for about 25 years at the current consumption rate. Natural gas consumption has fallen
sharply over the past decade, but now seems to be leveling off as economic recovery is
progressing. About 80% of Romania's natural gas needs are covered by the two in-
country production companies, EXPROGAZ and SNP PETROM; the rest is imported.

Since 1983, when the natural gas production peaked at 1.4 trillion cubic feet (Tcf), the
Romania's natural gas output has declined nearly 65%, dropping to 501.5 billion cubic
feet (Bcf) in 2000. In its difficult transition to a market economy, the country's natural gas
consumption decreased 55%, from 1989 to 2000, from 1.4 Tcf to 621.5 Bcf. Additional
gxploration has been discouraged by the country's economic woes and the poor
Investment climate. Also, the slow pace of reform has prevented potential investors from
entering the domestic natural gas market to help boost current levels of production. As a
result, Romania is reliant on imports to meet its natural gas consumption needs. In 2000,
ROMGAZ, the state-run natural gas utility, was reorganized and in July 2001 Germany's
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Ruhrgas became the first foreign company to invest in the national natural gas
distribution network.

In March 2002, a 124-mile pipeline linking the country's borders with Ukraine and
Bulgaria was opened to develop the natural gas transit corridor in southeastern Europe.
A shortage of funds delayed the construction until 1999, when Russia's Gazprom offered
credit (in the form of natural gas) to finance the pipeline. With the Isaccea-Negru Voda
pipeline now operational, the transit capacity is 988 Bcf of natural gas per year, up from
353 Bcf per year previously. In addition, by 2004, Romania will increase its underground
capacity for storage of natural gas from 53 Bcf to approximately 159 Bcf.

Coal

The coal industry has an important role in the energy output of the country. Romania is
rich in coal deposits, with an estimated 4 billion short tons, much of which is lignite and
sub-bituminous coal. Due to the natural reserves and the existing thermo-power plants
infrastructure, this role will be maintained on medium term. Until 2004 the existing
capacity is expected to produce 29-30 millions tones lignite and 3.5 millions tones hard
coal yearly, destined to the energy output in the thermo-power plants. Coal will continue
to be an important energy source, taking into account the reserves potential, the existing
infrastructure and trends to reduce the costs per unit, especially to hard coal.

For the period 2003-2004 it is envisaged to upgrade the existing viable plants, to
increase the efficiency of co-generating energy systems and to reduce polluting
emissions. In order to make more efficient this sector it will aim the following objectives:
improving the economic and financial performances of the viable part of the sector and
environment protection; implementing the Program of closure of non - viable mines
(approx. 190 mines and quarries) and environment rehabilitation; reducing the social
impact in mining regions under restructuring, and strengthening mining companies
management.

Electric Power

With 22.2 gigawatts (GW) of installed electric-generating capacity, Romania has the
largest power sector in southeastern Europe. However, approximately 60% of the
existing power capacity is more than 20 years old, and about 8 GW will need to be
rehabilitated or replaced by 2010. As a result, in 2000, the industry produced just 49.8
billion kilowatt hours (Bkwh), down from 71.9 Bkwh in 1989, but a slight increase over
the low of 48.5 Bkwh that the country generated in 1999. In addition, technical losses in
inefficient power transmission and distribution system means that an estimated 13% of
all electricity dispatched is lost before it reaches any customers. Of the 49.8 Bkwh
produced in 2000, approximately 56% came from thermal-fired (oil, natural gas, and
coal) power plants and 34% from the country's hydropower plants, with the remainder
from the nuclear power plant at Cernavoda.

Nevertheless, plummeting domestic electricity consumption, largely due to the collapse
of industrial demand after the 1989 revolution and the economic woes in the mid and
late 1990s, have assured the county’s status of a net electricity exporter. In order to
meet the ever increasing demand for electric energy in Turkey and Greece, two major
customers of the Romanian electric plants, a project regarding the transportation of
electricity by an underground cable is being considered. In 2000, as the national
economy emerged from a prolonged recession, the country's electricity consumption

41



f\aﬂ'ﬁ@mﬁ S emaded sl
showien noitudiveld

ali-a8T 5 SO0S roweld of
zaw shegull
to spshonieA



increased, for the first time in more than a decade, to 45.7 Bkwh, still 39% lower than the
electricity consumption of 74.7 Bkwh in 1989. The power market is now being reformed
and the electricity distribution networks are being restructured. According to the
government's medium-term energy strategy, by 2005 Romania is planning to rehabilitate
10 thermal power stations, with a combined capacity of 1.36 GW.

Hydroelectric Power

With its many rivers, Romania has great potential for hydroelectric power (as much as
14,800 MWe), but the current generating capacity only contributes a relatively small
amount of the domestic power needs. The total hydroelectric power potential is about 40
terawatt-hours (TWh) per year of which 12 TWh per year have already been developed.

There may be as many as 5,000 locations in Romania that are favorable for larger and
smaller hydroelectric power plants. At the Portile de Fier (Iron Gates ) power plant on the
Danube River, there are dozens of other hydroelectric facilities with capacities between
30 and 100 MWe. Collectively, they represent about 77% of Romania's currently-
operating hydroelectric generating capacity. In addition, the Raul Mare and Strei rivers,
for example, have a series of 10 and 7 hydroelectric power plants, respectively, each
between 10 and 15 MWe.

Romania has an extensive interconnected power transmission and distribution network
with an overall length of about 368,000 miles, and a total transformer capacity of about
172,000 MVA (Megavolt-amperes). As a member of the Interconnected Power System-
Central Dispatching Organization, Romania has strong interconnections with Ukraine
and Bulgaria, substantial interconnections with the former Yugoslavia, and weaker links
to the Republic of Moldavia and Hungary. TRANSELECTRICA, the grid operator, has
upgraded the transmission system and made it more compatible with the western
European power network and is currently cooperating with the electric power systems of
Greece.

Nuclear Power

We believe it or not, but a nuclear renaissance is taking place. It may come quickly, it
may come slowly, but it is inevitable that there will be the replacement of nuclear with
nuclear in most major countries. In the next 25 to 30 years (that is if Kyoto and other
agreements of that nature go forward), nuclear will continue to be part of the energy mix
of any major countries that wants to develop in clean air. Nuclear is competitive
economically and otherwise in deregulated markets. Nuclear is part of the sustainable
energy solution and has an important role in a future global generating mix as a safe,
non-emitting technology.

The Government of Romania attaches great importance to the development of nuclear
Power as an important contributor to the national electricity supply, and therefore the
nuclear power continues to be a reliable source of energy for the country.

Several attempts had been made to have Canada the supplier of reactors to Romania,
starting in the late 1960s. In November 1977, a licensing agreement was initialed
between AECL and ROMANERGO, the state trading company. This provided the design
of the CANDU-6 (i.e. 600 MW reactor) to Romania. The original plan for the Cernavoda
facility, which was built by a consortium of the Atomic Energy of Canada and ANSALDO
of Italy, called for five 620-megawatt (MWe) pressurized heavy water reactors (PHWRs).
The first one, Cernavoda Unit 1, went online in December 1996, and had a capacity of
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750 MWe. It was the first Western-designed nuclear reactor in Eastern Europe.
Cernavoda Unit 1 is now covering 11% from the national electricity demand.

Several key factors have determined the Romanian Government to adopt decisions to
continue the construction work at Cernavoda Unit 2, but also to create opportunities for
foreign investments at Cernavoda Unit 3. Firstly, high standards of nuclear safety
performance were achieved in all national nuclear installations. Secondly, according to
the international studies on mid-term electricity supply and demand in Romania, the
expected continuation of the economic growth of about 5% will result in an energy deficit
of 1000 MWe by the year 2005, which should be covered by new capacities such as
Cernavoda Unit 2. Finally, but very important, Romania has a well developed nuclear
infrastructure and expertise that can support effectively the construction and operation of
Cernavoda Unit 2. Cernavoda Unit 2 is now approximately 40% complete. The
commercial contract for its completion was signed between the National Company
NUCLEARELECTRICA and its traditional partners — AELC Canada and ANSALDO
Energia Italy. In addition, companies from France, USA and other states participate in
the project.

Of the remaining units, Cernavoda Unit 3 is 15% complete, Cernavoda Unit 4 is 5%
complete, and Cernavoda Unit 5 is 4% complete.

The national infrastructure is ready to meet the needs of the Unit 2 constructions
planning, in terms of nuclear fuel, heavy water supply and specific equipment. It will
cover more than 50% of the investment. Cernavoda Unit 2 operation by the year 2005
will ensure more than 20% of the national electricity production. Consequently, about
50% of electricity production in the country will be generated by clean technologies such
as nuclear and hydro.

Romania considers that another priority for its Government is to ensure high standards
of nuclear safety and security of nuclear materials and installations. Such concern has
been confirmed both by the National Nuclear Strategy and, by overall programmes
carried out for improving or adapting relevant national laws and regulations to the latest
EU and International Atomic Energy Agency (IAEA) standards. One good example in
this regard is the process of strengthening the activities of the national regulatory body,
the National Commission for Nuclear Activities Control (CNCAN), a project which was
also supported by the Agency and EU Commission.

In the aftermath of the September 11th events, Romania joined the international efforts
and initiatives aimed at preventing and combating international terrorism in all its
aspects. Particular attention was paid in this regard to the implementation of the IAEA’s
Action Plan on nuclear terrorism. Following our commitment to support these efforts and
to promote international cooperation, Romania pledged in kind contributions. At the
national level, CNCAN and other competent authorities reviewed the national legislative
framework and regulations on nuclear safety and security of nuclear facilities and
materials. As a result, new regulations on physical protection, including the use of
Design Basic Threat, were issued in October 2001 and April 2002, respectively.

In addition, individual matrix were sent by CNCAN to each and every nuclear facility and
operator with the view to reassess and further improve their physical protection systems
against newly estimated threats, including acts of nuclear terrorism. The nuclear
legislative framework was also further improved. The Framework law on nuclear safety
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(Law 111/1996) was recently amended with the view to allowing establishment of
technical support organizations and create more flexibility in terms of financing
regulatory activities by using extra-budgetary resources.

Another priority for Romania is the decommissioning of the VWR-S Research Reactor.
The reactor was definitively shut down in 2002, but there is still an important pending
issue; the return of the spend fuel to the Russian Federation. We look forward to a
positive outcome of the on-going IAEA negotiations on the safe management of the
Soviet/Russian research reactor fuel.

Southeastern European energy cooperation

Regional cooperation and interdependence are the keys to help the region flourish
economically, to maintain long term regional stability and make the east-west axis
successful.

Romania trusts building up regional cooperation, including a regional energy market, will
improve social welfare for the local communities. The creation of a competitive regional
market is @ most necessary step and a general rehearsal for all the concerned parties,
prior to the integration in the European Single Market. In this context, we encourage the
setting up of a regional energy center, with a view to reaching out commitment to bring
about a regional energy concept, involving local and extra-regional private business in
the reconstruction and in regional infrastructure projects We should take advantage of
our inter-regional cooperation and consider joint projects to connect oil and gas pipelines
networks and improve the regional interconnections of electric power grids for the benefit
of all states in the area.

The development and modernization of the energy sector essentially need the support of
international co-operation processes. A strong coordination between state institutions
and companies is needed, for sustaining the sector economic interests by the
mechanisms of regional and bilateral co-operation. As a priority, the projects regarding
interconnection to international transport systems (interconnection to the Union for
Coordination of Electricity Transport) and for developing oil and gas transport systems
will be supported; a regional electricity market has to be created. Another priority will be
pollution mitigation, including cross-border pollution; the concept of joint implementation
and estimation of Romania’s capacity of emissions trading will be promoted.
International co-operation in business and trade area will have to take into consideration
the interests of an electricity exporting country to other countries and regions.

In 2002, regional energy cooperation made a significant step forward. The countries of
the region took decisions that will determine the development of the energy sectors for
the years to come. While in 2002 the focus was on the electricity sector, 2003 will see
work being launched on the gas sector. The European Commission is leading the
initiatives with broad international support from bilateral and multilateral donors.

Energy ministers of nine Southeast European Governments have committed themselves
to creating a regional electricity market and to its integration into the internal electricity
market of the European Union. By signing a Memorandum of Understanding in Athens,
on Nc_:vember 15th, 2002, they have laid the groundwork for the electricity sector to catch
up with the standards of the European Union by 2005. The common objective of the
signatory countries is to stimulate economic growth and investment in South East
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Europe by improving the availability, efficiency and reliability of electricity service at
reasonable prices.

The benefits will be potentially great: increased reliability in electricity supply; reduced
needs for additional capacity investments in infrastructure; opening opportunities for
intra- and inter-regional trade and private investment; lower operating costs and lower
prices for the end customers. In the background of the ‘Athens Process’ is a
fundamental change of the support of the international community to South East Europe
in the energy sector, shifting from eémergency support and reconstruction needs to a
more coordinated and long term approach with a regional perspective.

Recent Romanian initiatives in the energy field

At the Energy Ministerial Summit in Athens, Romania submitted a proposal with regard
to the establishment of a Regional Power Exchange in Bucuresti. It was based on the
considerations that Romania is the most advanced country in the region in adopting the
electricity acquis and has a 33% degree of electricity market openness, without gaps
and negative phenomena. Romania is also aware that the establishment of the Regional
Power Exchange requires and implies, at the same time, the homogenization of local
legislations and procedures and the alignment to EU standards.

Also, increasing oil and natural gas production in and around the Caspian Sea, along
with forecast increases of oil consumption in the European Union, means that additional
oil will be transported via the Black Sea through the Bosporus Straits, which is already a
major chokepoint for oil tankers. Romania may play a strategic role in the European
transport corridor to bring Caspian oil exports to European markets. The difficulty in
navigating the narrow straits, exemplified by a number of accidents, has led Turkey to
raise environmental concerns over the increase in tanker traffic through the Bosphorus.
Proposals of a number of Bosphorus bypass options have emerged.

Romania has seriously considered one of them. The Government has advocated that a
pipeline to transport crude oil from the Caspian Sea to European and North American
markets pass through Romania. The country has a fairly developed infrastructure and
refining technology and offers the shortest route and links to major consumers in the
West.

The proposed 660,000-bbl/d Constanta-Trieste pipeline would allow crude oil from
Kazakhstan to be shipped via the Russian Novorossiisk port on the Black Sea to the
Romanian port of Constanta, where it would then be piped to Italy, across Yugoslavia,
Croatia and Slovenia. The pipeline, estimated to cost $900 million to construct, would
be used mostly to provide oil to the countries along the route.

The southern alternative of the route, Constanta — Omisalj, also known as the South-
East European Line (SEEL), would transport Caspian oil from Constanta, passing
through Yugoslavia to Omisalj, a Croatian port at the Adriatic Sea. In September 2002,
officials from Romania, Serbia, and Croatia signed an agreement on the Constanta.
Pancevo-Omisalj interstate crude-oil transportation system. It has the advantage that it
uses an infrastructure that already exists and is operational (oil terminal, pumping
stations, pipelines etc); it is both a transit and a direct procurement route for the
customers on its way (Pitesti, Pancevo, Novi Sad refineries). The SEEL pipeline also
would link to the Transalpine Pipeline (TAP) to deliver oil to customers in Austria,
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Germany and Czech Republic and connect with ADRIA line to supply crude to the
refineries in Hungary, Czech and Slovak Republics.

In addition to serving as a transit point, Romania is interested in offloading Caspian
crude at Constanta and deliver it to its own refineries in order to offset the country’s
declining domestic production. There already exists an agreement to refine Kazakh
crude oil.

Romania has also its own distribution network to transport oil and refined products into
other European lines, via barges on the Danube-Rhine Link.

Again, it has become clear that the development of a region cannot be considered
outside the context of a strong energy source. Thus, the countries participating in the
Black Sea Economic Cooperation decided, among other things, to have their energy
systems linked, forming a real Energy Ring of the Black Sea. The elaboration of the
feasibility survey is in progress. At this early stage of the project, there is an idea to use
Cernavoda Nuclear Units 3, 4 and 5 to develop the electric energy supply to the Black
Sea Energy Ring. It would then become the vital source of economic development for
the countries in Southeastern Europe, since almost all of them are also members of the
Black Sea Economic Cooperation Organization.

We have good and persuasive reasons to believe that the Romanian energy sector is
becoming an attractive target for foreign direct and portfolio investment and for mutually
beneficial cooperation.

Pavlos Olziersky, Director of the Press Office of the Deputy Minister of Foreign
Affairs of Greece

Ladies and Gentlemen, first of all, | would like to thank Carleton University for a greatly
organized conference as well as for giving the Greek Ministry of Foreign Affairs the
opportunity to elaborate on the Hellenic Plan for the Economic Reconstruction of the
Balkans. It is particularly pleasant for me as a citizen of Greece and an inhabitant of the
Balkans to see a conference organized here, in Canada, aiming at improving the
prospects of Southeastern Europe.

Greece, ladies and gentlemen, is, on the one hand, deeply integrated into the European
process, having been a member of the European Union for more than 20 years and
currently chairing the EU’s Presidency and, also, a long-standing member of the NATO
alliance. On the other hand, we are proud to have our historical roots in Southeastern
Europe and the Balkans.

It is a fact that the common history and tradition of our Balkan countries goes back
hundreds of years. It is also a fact that a bright future lies ahead, if we decide to work
even more closely for the peace and stability, after the devastating decade of the 1990s.
Now, after years of instability in South Eastern Europe, we are in the process of
reconstruction, modernization and development.

!t is only in the recent years that Greece has taken the first steps in planning an
integrated development cooperation policy. And, of course, in doing that, we considered
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the Balkans as our first priority. It is, in any case, quite normal for any country to promote
stability, peace, and, if possible, prosperity in that country’s neighbourhood.

At the same time, Greek companies have already invested in the Balkans approximately
4 billion US$, and, approximately, 3000 Greek enterprises and 6 major Greek banks with
470 branches are active in the area.

The Hellenic Plan for the Economic Reconstruction of the Balkans is our first
systematically planned effort. It integrates previous ad hoc efforts into a unified Plan and
is expected to contribute to the efforts of the international community and assist the
transition of the recipient countries to an open market economy and to the civil society.

The neighbouring Balkan countries have been the centre of attention of Greece for one
more reason: as Greece belongs to the Balkans, Greeks have a proper knowledge of the
modus operandi, the way things operate, and the modus vivendi, the way of living in the
Balkans. This is why Greece can and does help the other Balkan countries.

Greece has committed itself to allocate annually 0,20% of its Gross Domestic Product
(GDP) to international development aid and the Hellenic Plan is in conformity with the
guidelines of the OECD Development Assistance Committee, whereof Greece is a full
member. The Hellenic Plan also takes under consideration the commitments of the
European Union, as regards the promotion and the reinforcement of the Stability Pact
with each recipient country and, in general, the conventional agreements between the
European Union and the countries of the region.

The Hellenic Plan for the Economic Reconstruction of the Balkans will provide 550 m€
within a period of five years (2002-2006) to six countries of the Balkans (Romania, FRY,
Bosnia-Herzegovina, FYROM, Albania and Bulgaria).

Approximately half of the available funds, namely the amount of 265 m€ shall be made
available to the Federal Republic of Yugoslavia (250 m€ for Serbia & Montenegro — 93%
and 7% respectively — and 15 m€ for Kosovo), since it is the country with the greater
needs at the moment.

The remaining funds shall be made available as follows:

FYROM 74,84 m€
Romania 70,43 m€
Bulgaria 54,29 m€
Albania 49,89 m€
Bosnia-Herzegovina | 19,53 mé€

3% of the funds shall be used for management purposes. Greece, having assessed and
evaluated the needs of the region, shall allocate the development assistance provided
by the Hellenic Plan to the following sectors:

* the modernization of infrastructures, particularly in
- energy and
- transports
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the promotion of productive investments

the modernization of public administration and local government

the support of democratic institutions and the cooperation of parliaments

the support of the rule of law and the welfare state

addressing economic inequalities, and

the support of education and vocational training of administrative and scientific
workforce

The related bilateral agreements have been signed with all the recipient countries. 20%
of the funds, namely 110 m€, shall be allocated exclusively to private investments
through the Hellenic Ministry of Finance and Economy on the basis of the “Development
Law” 2601/98, the Greek legislation in effect on the matter of the provision of investment
incentives in Greece. The financial grant shall cover up to 30% of the total cost of the
investment and regards private primary sector investments in the agriculture and
manufacture and, in particular,

greenhouse type farming undertakings
livestock undertakings of sheltered or semi-sheltered type
aquaculture undertakings
(for investments ranging from €300,000 to €1 ,500,000)
e manufacturing undertakings of all industries, solely for the establishment of
productive units
(for investments ranging from €800,000 to €5,000,000)

Therefore, the amount of private investments to be made in the Balkans through the
Hellenic Plan will amount to a total of 360 m€. The applications have started being
submitted to the competent agency since 1 July 2002.

80% of the funds shall be allocated through the Ministry of Foreign Affairs to the six
recipient countries, upon submittal of the related proposals for the financing of specific
projects, in accordance with the countries’ own priorities.

The official project proposals shall be submitted by the respective National Coordinator
of each country and must be of a sufficient scale and have a significant impact on the
priority areas. Some of the recipient countries have already expressed the general
directions to which they wish for the development funds to be invested.

The compatibility with the priorities set out, the feasibility and the economic viability and
the contribution of the works to the implementation of European Community policies are
some of the criteria that will be taken under consideration by the Thessaloniki-based
Monitoring Committee which will evaluate the proposals, recommend their
implementation, and upon approval by the Minister of Foreign Affairs, monitor the
progress of the projects and draw up the related reports.

The proposals shall have to be accompanied by relative technical bulletins and, upon
approval by the Greek government, the calls for tender, the contract awarding and the
signing of contracts shall be carried out by the recipient countries. The funding of the
projects shall be made by stages, depending on their development.

48






Bosnia-Herzegovina is the first country to have officially submitted the first proposal that
regards the reconstruction of the Building of Joint Institutions in Sarajevo.

The Building of Joint Institutions had suffered extensive damages throughout the civil
war — and in particular during the first months. It was essentially at the front of that
building that the war begun when shots were fired at the crowd during an anti-war
demonstration.

We believe that there couldn’t have been a more appropriate symbolism for the Hellenic
Plan for the Economic Reconstruction of the Balkans than that of the reconstruction of a
building of joint institutions that was destroyed by a catalytic civil war, in the heart of the
Balkans, that greatly depicts the difficult position that the Balkans had found themselves
in.

Since these development assistance funds of 550 m€ originate directly from the Greek
taxpayers, the assurance of the transparency and the effectiveness in the management
of the funds is of paramount importance for Greece.

Transparency, because the assistance funds must reach their legal beneficiaries,
namely the peoples of the Balkan countries, with irreproachable procedures that will
eliminate any possibility of corruption, and effectiveness because the funds after
reaching their beneficiaries must be put to work, must finance growth, must function as a
tool of peace and stability.

Greece wishes to promote stability, social welfare and economic and institutional
development in the region, as made clear by the selection of the above sectors, thereby
continuing to improve the centuries-long friendship with the Balkan neighbours. Greece
intends to do that by creating additional foundations from within new, economic, this
time, bonds.

In any case, the development that we wish for is not one-track. Everything that is of
benefit to our neighbouring countries, everything that helps them grow both in economy
as well as in society, helps, indirectly, Greece.

Greece would not have any benefit whatsoever in case that the Balkans did not find their
way. Only dangers would lurk, as demonstrated by the very recent history, in an
unstable region with low growth and institutional civilization indices, where markets
shrink, where entrepreneurial risk increases and where isolation is almost a certainty.
Tactics like economic penetration and coercive policies, requiring “developing partners,”
belong to post-colonial perceptions and not in modern economy. Greece has clearly
rejected such policies.

We hope that the development cooperation planned for the Balkans through the Hellenic
Plan will encourage other countries to also assist in the reconstruction of the region. The
relationship of Greece with the other Balkan countries is a “win-win” situation. It is a
relationship of mutual benefit. Greece, a Balkan country as well as a Euro zone country,
a EU, NATO and OECD member state, hopes that in the short-term more Balkan
countries will join in. Greece believes in an integrated and open market, in the open
Balkan market. Believes in peace and stability in the region. Believes in the cooperation
for the common future of the Balkan citizens.
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Nicole Gesnot, Manager, Social and Economic Development Programs in the

Balkans, Canadian International Development Agency

It is my pleasure to be here today to present to you the programming that the Canadian
International Development Agency has been undertaking in Southeastern Europe and to
brush the broad vision and options for our programming after 2004,

When | took over CIDA’s Social and Economic Development Program last September, |
still had in mind the disturbing news and images coming from the Balkan that filled the
TV screens for more than a decade at the end of the 20" century.

I have now discovered a region with indeed a painful past, but more importantly a region,
and foremost its people, that seeks and explores paths to a brighter and more stable
future. This, despite the challenges and the still open wounds. The challenges are
enormous and are being discussed clearly during these two days.

In this context, this conference is more than just a conference where the challenges and
the future of Southeastern Europe are debated. This conference is remarkable because
of its participants representing policy makers from across the region. Their presence
side by side and the dialogue taking place should be highlighted. The significance of
such gathering should not be underestimated. It is a reflection of the positive evolution of
the region. It is a testament to the fact that the region is now a very different place than
nine years ago, when Canada began delivering assistance there.

CIDA’s programming has reflected this evolution, moving from emergency assistance to
post-conflict reconstruction to support for the transition to an open, stable and
prosperous economy and society. The common theme underlying all our operations has
been to contribute to peace, stability and prosperity by supporting regional and
interethnic cooperation, as well as economic an political transition.

This theme demonstrates the close integration of foreign and aid policies which has
been achieved where the success of one depends on the success of the other. There
are few examples of such coherence. To nurture this synergy, CIDA has used innovative
mechanisms, such as local funds, civil development, trust funds with international
financial institutions, provision of retired company executive (CESO), etc.

The program was built around strong Canadian partnership with a mix of public, private
and NGO partners. These partners reflect a large spectrum of our society with federal
entities (for example, the Department of National Defence, the Royal Canadian Mounted
Police, Correction Ca’nada, etc.), universities (for instance, Queen’s University,
University of Calgary, Ecole des Hautes Etudes Commerciales, University of Ottawa),
public utilities (such as Hydro Manitoba), a provincial government (such as STEP in
Saskatchewan) and NGOs (such as CESO, World Vision and CESI). These partners
have developed links, ties and knowledge of the region which is quite unique. They have
made a niche for Canada.

Finally, the program was organized thematically, instead of being country-based. Three

themgs were selected: economic rehabilitation, peace building and security and social
sustainability. Such a thematic approach sough not only to build on common
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experiences across the region, but also to contribute to building (or, should | say, re-
building) ridges among countries that have a common history, experience and, let’s
hope, future, and definitely a lot of common challenges (...)

The challenge now facing CIDA is to mature its aid program in the region and to
systematically gear it toward economic, social and political transition. The current
Canadian assistance in the region broadly reflects the dichotomy arising from the recent
history in the region. In Eastern Balkans, Canadian assistance already supports the
transition process with projects that have contributed to the development of a market
economy and good governance.

Needs in two sectors are being addressed: environment and energy, as well as public
sector reform. In contrast, the legacy of a decade of conflict in Western Balkans has
meant: fist, humanitarian assistance and, secondly, since 1999, emphasis on laying the
foundations for regional stability. Reflective of the increased regional convergence of
issues and challenges, our Eastern and Western Balkans programs were brought within
one single program, last summer.

CIDA is now mid-way through its involvement in Southeastern Europe if one accepts the
working assumptions that most if not all the countries of the region will become if not EU
members at least close EU associate by 2010. As a consequence, CIDA has developed
a regional discussion paper called “Charting a Course to 2010,” that was submitted to
public consultations over the last few months (...) This paper seeks to develop a long-
term vision for the program.

CIDA is cautiously optimistic about the Balkans'’ political and economic future. It is based
on the following assumptions: no major internal or external shocks, political status issue
resolved peacefully, ethnic tensions are at the moderate level and public policies
contribute to soothe them if not resolve them. In summary, the upward trend continues
despite the challenges. CIDA is looking at undertaking activities that respond to both
peace building and transition imperatives.

Although poverty reduction is not an explicit goal within this approach, the roots of
poverty can be directly traced to the outcome of conflict, immature democratic process
and incomplete economic restructuring. As a result, the peace building/transition model
can provide an avenue for addressing many of the structural causes of poverty. This
linkage would mean addressing issues that assist with the reform process, i.e. laying the
foundation while simultaneously promoting regional and/or inter-ethnic collaboration.
Activities that contain some elements of shared sovereignty or mutual interests across
countries and ethnic groups are useful points of intervention for this type of collaboration
exercise.

Canada’s assistance program will build on some of its current approaches in that respect
with large sector-based programs that provide economies of scale and that achieve a
critical mass in terms of policy influence: electricity markets (SEETEC), HIV/AIDS, public
health and education. Potential sectors include: rule of law (i.e. security and
democratization), energy, health and education, small and medium enterprises.

The evolution of the region calls for a greater emphasis on an approach based on

governance for the sectors, be it the regulatory environment of the service delivery for
effective public sector. It also means support to civil society to counter the strength of
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entrenched interests and to promote the development of open and transparent
governing institutions.

The implementation strategy will recognize the different levels of maturity or closeness to
the EU of Eastern and Western Balkans. The program will work under the assumption
that the timetable for EU accession is different according to countries. However, the
progressive consolidation of our program means that we will be looking at being more
targeted on a few countries (while adopting a regional approach) and vis-a-vis sectors.
The crosscutting themes will remain: gender equality, environment, refugees, minority
rights. Finally, the program would evolve from a project approach where CIDA tended to
be more reactive than pro-active when the situation was fluid to a program approach
allowing for active dialogue and planning with the governments of the region.

These are broad ideas that are currently being discussed and refined within CIDA. A
discussion paper specifically on the Balkans building on our 2010 strategy for Eastern
and Central Europe is being developed. The objective is to implement the new
programming approach by 2004. It will first be reviewed by the inter-departmental
community in Ottawa, then by the field (Canadian embassies and governments) before
being submitted to the Canadian public for consultation.

H.E. Eric Hayes, Ambassador and Head of the Delegation of the European
Commission to Canada

Ladies and gentlemen, Excellencies, distinguished members of faculty,

It is an honour for me to address this conference on behalf of the European
Commission. At the outset, | would like to congratulate the organizers at Carleton
University and the Embassies concerned for having gathered together such a broad
range of expertise about this important region, from both sides of the Atlantic.

| would like to use this opportunity to outline briefly how we see the challenges ahead in
the European Union's policy towards South Eastern Europe. But first, a few remarks on
geographical perception and terminology.

"Southeastern Europe" is not a concept widely used in the EU. We tend rather to see the
region in different sub-categories, defined according to the imminence of their likely EU
membership:

Slovenia: will enter May 1, 2004: no need for further comment;
Bulgaria, Romania: EU objective is membership in 2007;
Turkey: formally recognised as a candidate; we will review in December 2004
and decide on opening negotiations:

* "Western Balkans" (Albania, Bosnia-Herzegovina, Croatia, FYR Macedonia,
Serbia-Montenegro): potential candidates, but no immediate prospect.

A glance at the map makes the importance of SEE for the EU easy to understand. From

2007, the Western Balkans will become an enclave of non-members, completely
surrounded on all sides by the EU. We therefore have a deep vested interest in their
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stability, security and prosperity. Turkish accession would give the EU a common border
with Georgia, Azerbaijan, Iran, Iraq and Syria, with all that implies for our Common
Foreign and Security Policy and our border control policies.

I would like to focus most of my remarks today on the five countries of the "Western
Balkan", but first a few brief remarks regarding the three existing candidate countries in
the region.

Post-Copenhagen: Keeping up the momentum for Bulgaria and Romania

Turning to Bulgaria and Romania, important decisions were of course taken in
Copenhagen, even though the spotlight was inevitably more on the candidates who
concluded negotiations. The European Council confirmed that the EU's objective is to
welcome Bulgaria and Romania as new members in 2007. Its conclusions also affirmed
that, "The successful conclusion of accession negotiations with ten candidates lends
new dynamism to the accession of Bulgaria and Romania as part of the same inclusive
and irreversible enlargement process."

Indeed, without much fanfare, one week after Copenhagen, at the end of December a
new round of technical accession negotiations took place in Brussels with these two
countries at senior-officials' level. The fact that this took place just before the holidays is
a good anecdotal illustration of the determination and commitment of both sides to keep
up momentum in the enlargement process.

Turkey

Turning to Turkey, there has been a lot of discussion here in Canada about whether the
outcome of Copenhagen was better or worse than could have been expected by Ankara:
whether there was a snub; or whether Turkey took a significant step towards
membership.

Just to remind you what was actually decided, the Heads of State and Government of
the EU member states and the President of the European Commission unanimously
agreed in Copenhagen that, "If the European Council in December 2004, on the basis of
a report and a recommendation from the Commission, decides that Turkey fulfils the
Copenhagen political criteria, the European Union will open accession negotiations with
Turkey without delay". As you all know, the political criteria in question, which date from
1993, require a candidate country to have achieved stability of institutions guaranteeing
democracy, the rule of law, human rights and respect for and protection of minorities.

The European Council agreed that Turkey has made important steps through its
package of legislation adopted last year but also considers that there are still
“shortcomings" that have to be addressed before the criteria are fulfilled. In order to help
the new government address these shortcomings, Turkey is being offered a significant
increase in pre-accession financial assistance. The Commission will propose a revised
Accession Partnership and intensify the screening process of Turkish legislation, to help
move towards conformity with EU rules.

As President Prodi put it when addressing the European Parliament on 18 December,

Turkey's candidacy "will be judged on its own merits and by the same criteria as any
other candidate.” The rendez-vous in December 2004 "will give Turkey time to push
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ahead with the reforms it must make to satisfy the Copenhagen criteria and implement
them both in law and in practice. The Commission will report on its progress and make
recommendations with complete objectivity and impartiality.

Western Balkans: The Stabilization and Association Process

The five countries of the Western Balkans were formally recognised as potential
candidates for EU membership by the Heads of State and Government of the EU
Member States and the President of the Commission two and a half years ago. The EU's
historic Copenhagen summit last month - which agreed that 10 new member states
would join the EU in 2004 - also reaffirmed the "European perspective" of the Western
Balkan countries, emphasising that they are all potential candidates for future EU
membership.

To realise our objective, the European Union in 2000 developed a policy framework
called the Stabilisation and Association process as the motor for reform. This remains
the over-riding framework for EU policy. As many of you will be aware, this is a step-by-
step process with four major elements:

e trade liberalisation through Autonomous Trade Measures (ATMs); since
December 2000 the vast majority of products have duty-free and unlimited
access to the EU;

e significant financial assistance for reconstruction, democratization and
stabilization (under our "CARDS" regulation) - worth around € 4.65 billion during
the period 2000-2006 (C$ 7.6 billion);

* a new contractual relationship - the Stabilisation and Association Agreements;
agreements already signed with FYROM and Croatia, negotiations about to open
with Albania;

e promoting cooperation among the countries of the region themselves.

Two years after the Zagreb summit between the EU and the countries of the Western
Balkans, and looking forward to the follow-up summit organized by the Greek
Presidency in Thessaloniki in June, now is good time to take stock: "What has been the
real impact of the Stabilisation and Association process (SAP)?"

We can all agree that all the countries are much better off today than they were a few
years ago. Stability is largely restored; security has improved; all of the countries have
democratically elected governments. Massive reconstruction has taken place across the
region, laying the foundation for social and economic development.

However, there is still work to do in terms of developing democratic culture and
institutional capacity. We should always bear in mind that the countries of the Western
Balkan are embarked on a process, which will inevitably take both time and political will.
Our view is that the perspective of European integration will drive the reform process -
as it has in Central Europe.

From the EU perspective, we therefore need to consider whether the tools at our

Qisposal are the right ones, and if they will help the countries achieve reform. My answer
is yes.
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But equally, ask me if we in the EU can improve on what we do, and my answer is also
yes - of course we can! For example, the SAP countries are not taking full advantage of
the generous trade concessions we are offering. Various factors may play a role in this
e.g. standards and certification, or control mechanisms in the veterinary and
phytosanitary field, for instance. We need to continue targeting part of our assistance at
helping the countries take greater advantage of our Autonomous Trade Measures.

Following the emergency reconstruction phase, our main concern is now to help put in
place the framework necessary for states to function according to accepted democratic
principles. We plan to support the consolidation of parliamentary structures, the
promotion of civil society, and an independent and more robust media landscape. But
"good governance" in the broadest sense is not simply a question of assistance - these
are long-term objectives requiring fundamental changes in the culture of government,
administration and citizens.

In our relations with the Western Balkan countries the EU can learn from the
enlargement process, and the countries of the Western Balkans should perhaps learn
from the candidate countries. The Stabilisation and Association process should be the
anchor for reform in the Western Balkans just as the accession process has been and
still is the anchor for reform in Central Europe.

Our efforts will only have lasting effect if they are accompanied by political will on the
part of the countries. We cannot do everything for them, we can only do it with them.
They have to show genuine commitment to implement reforms in order to fully benefit
from them. As External Relations Commissioner Chris Patten said in November at the
London Conference on organised crime in the region: " We need willing partners. We
can't have a process where Balkan countries pretend to reform and we pretend to
believe them!"

We are trying to turn the core values and principles that unite the European Union into
real measurable change on the ground in the Western Balkans. In the end, the
European Union is a union of values, and values do not change overnight. We need a
concerted, long-term effort to tackle the root causes of the region's instability and weak
institutions - instability and weakness that have allowed the politics of ethnicity and
narrow interests to drive out the politics of rights and common public interests.

If that can be achieved, it will be possible for the much-vaunted European perspective to
lead to membership. As European Commission President Romano Prodi said in Athens
earlier this month, "A lot of hard work is needed but eventually all Balkan countries can
become members of the Union".

Conclusion

President Prodi also underlined that, "All European countries if they so want can accede
at the right time as long as they meet the right conditions. We want members which
accept our principles, the rule of law, economic and social conditions that allow them to
participate in European development".

If 1 might conclude, this position forms the basis of our relationship with our various

partne_rg in South-Eastern Europe, whether we are already well on track with accession
negotiations like Bulgaria and Romania, recognized candidate countries like Turkey or
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“potential candidate countries" with a European perspective like Albania, Bosnia-
Herzegovina, FYROM or FRY.

Murat Bilhan, Chairman of the Centre for Strategic Research, Ministry of Foreign
Affairs of Turkey

Excellencies, distinguished members of the academia, distinguished colleagues,
participants, honourable ladies and gentlemen,

| would like to offer my heartfelt thanks for the opportunity you me gave to address your
august gathering (...) Before starting my presentation, | would like to make one comment
on the remarkable launching of a foreign policy initiative the Canadian government has
put forward just two days ago, coinciding with our visit to Canada for this conference. |
cannot help but express my admiration for this impressive step to shape the future
foreign policy of this country, basing it on popular support and transparency by a direct
democratic method. We, the Balkan peoples, should draw some lessons from this
exercise. | personally believe that foreign policy decision-making processes without
popular support are doomed to fail.

One of the best examples of that has been witnessed most recently in the Greek policy
vis-a-vis Turkey. At least some of you might remember that Turkey and Greece have
come to the brink of war in late 1990s because of some uninhibited rocky formations in
the Aegean Sea. Until then, the Greek policy towards Turkey was generally guided by
hostility, enmity and rivalry by any means and anywhere. As an example of the Greek
policy towards Turkey, Greece acted as the major obstacle on the path of Turkey to the
European Union.

But the Greek people did obviously not share this governmental or official policy. This
became evident especially when the two countries passed through devastating
earthquakes. Mutual affection was so high that the assistance provided by both
countries for each other was incomparable to any other assistance. It was also evident in
human-to-human contacts between individual Turks and Greeks. So, while the
governments were aiming their guns at each other, the two peoples had already buried
the hatchets. This has finally pushed the decision makers to review their policies. Now, |
must underline that, despite many remaining disputes, presently, Greece has become
the most ardent supporter of Turkey'’s membership to the EU among the 15 (member
states of the European Union).

As far as the agenda is concerned, our focal point of discussion is the Balkan Peninsula,
maybe together with its largest vicinity which we have referred to (...) as Southeastern
Europe. If | were a Canadian, | would not be able to comprehend easily why and how so
many trouble spots, irredentism and hostility could exist in such a small piece of land,
not larger than one tenth of Ontario.

But we, the Balkan peoples, have lived and continue to live with it, and, thus, we know
why and how. Ethnocentric selfishness with no tolerance to diversity is one of the major
reasons among many others. Moldova, a mini-state, even in Balkan standards, is
undergoing a self-made painful process. In this palm of the hand-big landlocked country,
there are three or four major problems such as the Transdnistria problem and the
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Russian-Romanian-Ukrainian rivalry, even leaving aside smaller problems such as the
minority rights of ethnic Christian Gagauz Turks.

In the Balkans, all the monotheist religions, sects and sub-sects exist without definite
and exact fault lines. In most cases, these religious identities are inseparably linked with
ethnic and national identities. This constitutes the root cause of the chauvinistic and
intolerant mini-nationalism. When this culture is moulded with schoolbooks full of
incorrect, biased and prejudiced literature, and when this poison of hatred to neighbours
is injected into the minds of the youngest members of the society, it incites a feeling of
vendetta among Balkan nations.

This, in turn, creates imaginary “greater’s of each of these states, such as greater
Albania, greater Serbia, greater Macedonia, greater Croatia, greater Greece (Megali
idea), greater Bulgaria, greater Hungary or greater Romania. Being greater at the
expense of whom? Of course, at the expense of their neighbours.

In the multiethnic and multi-religious Ottoman and Hapsburg Empires, those people
have travelled and settled free of borders anywhere within the territory of the Empire.
Therefore, the historic borders of these nations virtually disappeared and became
fictitious. The nationalism fervour and national state phenomenon in Europe was
triggered especially after the French Revolution of 1789, leading to the establishment of
mini-states with controversial borders.

This was because of the fact that minorities were spread all over in each other's
territories randomly. This could be called the legacy of the Ottoman Empire and also,
especially in Western Balkans, the legacy of the Hapsburg Empire. The only thing to
remember here is that, there was rivalry and blood feud among these nations even
before the Ottomans. It is a act that they lived for at least 500 years in peace with each
other during the Ottoman rule. And they have shared the power of ruling the Empire
together with the Turks.

Members of all these ethnicities and religions had their representatives among the ruling
elite of the Ottoman state, the last example being the Foreign Minister of the Ottoman
Empire, who was an Armenian, Gabriel Noradonkyan. So, despite all its shortcomings
and sometimes despotic rule of the monarchs, of course, prevailing in conformity with
the expected values of those days — in fact, prevalent at that time everywhere in the
world — the Ottoman Empire was not a typical oriental tyranny with a religious
fundamentalist administrative system.

One of the spill over effects of the collapse of the Ottoman Empire was that, during the
course of centuries, there was an internal migration in all directions within the territories
of the state. There are, thus, very large minorities of all these Balkan peoples in the
present territory of the Turkish Republic, some of them being larger than the population
of that country itself. In return, there are smaller or larger Turkish communal pockets in
all these countries.

Now, having given a brief diagnosis of my own on the root causes of the problems in
Southeastern Europe, | would like to give you some kind of a résumé of the principles or
pillars of the Turkish foreign policy during the course of the rest of my presentation, with
special emphasis on the Balkans (...) | have to underline the two principles of the
Turkish foreign policy laid down during the foundations of the Turkish Republic exactly

57



sﬂi 28 dous amsidow; siisme sbiue pnivesl neve ¥ neimeptlagingmofbnsiaeuR
2xwT weges seiisnrl sinrdts Yo elriph vihonim

atinileb tuoriiw feixe abee-duz brs 2ioes anwiglisn liurdionom ot fis 2nedils@ et 1t
z'ﬁm beiril vidswsgesni eng esifiinebl sucipiler sesdl 2%ess e ol .eeni Hust fosxe bre
ne Jifeinivueds et Yo seusd oot ot sshdlensy BidT mmmmm bng oingtte
‘emmﬁaammmm&mmmmﬁ:mﬁ%ﬂim' ;
awodrpion of tantad 1o nosioq sidt nerhy bne Swigial wxvsaq hmbomd Joorooni
o Maaﬁwmh Jisioog m}omwsé&%mwwﬁmﬂyﬂm
L gaimn MM memn stisbnev

mmumm mmmmacsusm
&smmm,smﬂwmﬂ mnamd& ;




80 years ago. One of them was the targeted border of the Republic, indicating the limits
of the struggle for independence, sovereignty and territorial integrity to be reached.
These limits were set very realistically, | mean not ambitiously and only to cover the
areas where the Turkish population was in absolute majority, even leaving the birthplace
of Ataturk outside these borders.

This very carefully drawn up map under occupation in the 1920s was called the National
Charter. It was reached and accepted by the Lausanne Treaty and, thereafter, registered
by the League of Nations. For the future Turkish foreign policy makers, as well as
Turkey’s neighbours, and the international community, this meant that Turkey would not
have any territorial claims or ambitious beyond these borders. but it would protect these
borders against any violations.

Equally important, the second pillar or principle of the 80 year old Turkish foreign policy
is reflected by the famous words of Ataturk: “peace at home, peace in the world.” This
principle was also faithfully and relentlessly followed for 80 years. And Turkey is one of
the exceptional countries, which stayed away from any war for 80 years in its turbulent
geography, including the period of neutrality before and during the Second World War. |
do not want to further elaborate on our foreign policy, but | want to underline that this
straight forward diplomacy has been strictly observed for eight decades without much
fluctuation and despite some criticism of not being enough proactive. Only tactical,
temporary adjustments have been made when necessity arouse. But, no doubt, this
policy served peace.

Turkey's Balkan policy has been closely linked with its Western-oriented traditional
policies. The Balkans is the geographical link of Turkey to Europe. Therefore, it is
considered that whatever is good for the Balkans is good for Turkey. Turkey’s Balkan
policy could be summarized as follows:

1. Turkey is a Balkan country, sharing the geography, history and culture of the
region.

2. Turkey supports therefore, the accession and integration of the Balkan states into
European-based institutions. In the recent past, these institutions have been the
Council of Europe, the Organization of Security and Cooperation in Europe, of
which Canada is also a member. More recently, Turkey's support and
encouragement was announced several times for the Balkan countries aspiring
to join NATO, as well as the EU. Not to mention smaller groupings like the Black
Sea Economic Cooperation (BSEC) or the Stability Pact. Turkey always
supported the idea that the Balkan countries should participate actively in these
international institutions.

3. Before the Second World War, Turkey sponsored the Balkan Entente. After the
war, Turkey, together with Marhall Tito’s Yugoslavia and Greece, established the
Balkan Pact.

4. Turkey considers that minorities in the Balkan countries are not liabilities, but
assets for better relations.

5. Turkey supports the idea that if a divorce is necessary in the Balkans, it should
be peaceful, preferably in the model of the Czech Republic and the Slovak
Republic.
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Embracing Democracy: Weak States
and Institution-Building in ‘Balkan
Europe’

LENARD J. COHEN
DEPARTMENT OF POLITICAL SCIENCE
SIMON FRASER UNIVERSITY
Email: cohen@sfu.ca

No one is born a democrat and everyone must work at it. Sometimes a lifetime is not
enough to establish democracy, this may require several generations.

~Kofi Anan, November 2002

[Europe’s] new parmers are the 10 countries that are due to join in 2004. Then there are

Bulgaria and Romania whose objective is to join in 2007; and finally there is Turkey with

a membership schedule that cannot be predicted....Those will be Europe’s new

borders ....Do we stop there, or do we go on? A proposal is going to be worked out in the

coming months, but it is already very clear in mind. The Balkans, whatever the timing

involving, are fated to join the European family; they are a duty to take on board.
~Romano Prodi, October 2002



When observers look back at Southeastern Europe (SEE) during the first decade of the
Third Millennium, the proverbial Dickinsian adage may seem apt: “It was the best of times, it
was the worst of times.” On the bright side, today one no longer finds the widespread violence of
the early and mid 1990s, inter-ethnic conflict on the whole has diminished, the Balkans seem
unlikely to again become a cockpit of big power rivalry, and the countries in the area are
committed to building democracy and the development of free economies. Moreover, the process
of transformation in SEE is occurring with ample assistance from regional and international
organizations utilizing a broad variety of programs to promote political pluralism and market
economies.

But all is not well in Southeastern Europe. We see a ‘chain’ of weak small states, most of
which are economically deteriorated compared to their position and prospects a decade ago, and
which are dependent on external donors or the international life support system. Several states
are plagued by political instability or paralysis owing to the polarization of their political leaders
and political parties, and most have legal systems that have yet to overcome arbitrariness and
politicization. As a result of such problems, corruption is often rampant at levels well beyond
simply those generated by routine clientelistic politics, regionally connected organized crime
groups flourish (a kind of “axis of crime”), and in many areas human security remains highly
problematic and threatened. This standard of living in Southeastern Europe is quite improved
compared to various points over the past ten turbulent years. But compared to 1991, poverty
rates and the level of income inequality have risen, and primary school enrollments have
declined.

Near the end of 2002, at the summit meeting of the European Union in Copenhagen, a
major question that had for some time been a concern to the citizens and leaders in most Euro-
Atlantic countries assumed more urgency. Namely, would the states of the West Balkans
(Albania, Croatia, Yugoslavia, Macedonia, and Bosnia-Herzegovina), but also the Eastern,
Danubian, or Carpatho-Balkans (Romania and Bulgaria), be able in the near future to overcome
the various impediments to democratization, economic development, and human security that
has left much of SEE outside, or at most at the periphery, of the free and more prosperous
community of states? An affirmative answer to that question envisions the existence of an
environment in which the mutually reinforcing influence of economic well-being and political
freedom assists the peaceful and smooth integration of the Balkan countries into the EU and the
international community over the next decade. On the other hand, a negative response
contemplates the persistence of a group of institutionally weak and divided states which remai.n
economically underdeveloped, characterized by incomplete or superficial democratic
development, and also highly vulnerable to episodic violence, corruption, crime, terrorism, and
ethnic conflict. Thus, the challenge of “stabilizing the Balkans,” in terms of ensuring long-term
and enduring military security and the containment of terrorism, remains an important issue that
is inextricably linked to building sustainable law-governed democratic states and developed
market economies in the region.



At Copenhagen 2002 there was considerable optimism that a “single Europe” would soon
emerge. EU leaders committed their organization to an “inclusive and irreversible enlargement
process,” which would endeavour to establish “a continent of democracy, freedom, peace and
progress.” In this regard, European Commission president, Romano Prodi, observed that the
“ascension of ten new member states will bring an end to the division of Europe. For the first
time in history Europe will become one because unification is the free will of the people.”

But though the present wave of enlargement (that will conclude in 2004 following the
signing of the Accession Treaty in April 2003), will incorporate ten new states into the EU —
increasing its population by 25%, or approximately 75 million people, which will make the
organization a 500 million person community — the process presently leaves out, or postpones,
most states in Southeastern Europe. EU leaders claim to be committed to avoiding the creation of
“new dividing lines” in Europe. However, a hierarchy of sorts clearly exists between those
countries that are already EU members, those that will imminently enter the EU, and those that
are currently outside or unlikely to be invited into the EU sometime soon. One Southeastern
Europe and predominantly Slavic state, Slovenia — the Teutono-leaning Alpine exception to the
Balkans — has made it into the EU as part of the current ten-country accession wave. “This is an
historic event,” commented Slovene Foreign Minister Rupel. “We used to be enclosed into
Yugoslavia, now the whole EU will be our home, from Portugal to Sweden or Greece. It is a
fantastic feeling.” But the other countries of the former Yugoslavia and SEE remain “enclosed”
in their traditional Balkan framework. The enlargement timetable has created a “hierarchization”

in Squtheastern Europe, which is expressed in a nervousness and competition among state
decision-makers in the region.

The position of individual Balkan states on the EU entry ladder varies quite considerably.
Romania and Bulgaria, for example, are already deemed “candidate” countries, and are
scheduled for EU entry in 2007 (they will also become part of NATO in 2004). Both countries
have been informed by the EU that each of them will be judged on their own merits, and that
they shoulq “seize the opportunity by stepping up their preparations — particularly judicial and
administrative reforms — with EU assistance. Macedonia and Croatia have signed and ratified
Stabilization and Association Agreements with the EU. Turkey — whose desire to become part of
Europe has aroused considerable controversy — has been informed by Brussels that if it is judged
to have fulfilled criteria set out by the EU for potential entry, discussions could begin on the
matter in 2004. Meanwhile, Yugoslavia (Serbia and Montenegro), Albania, and Bosnia and
Herzegovina are further behind in the EU sweepstakes (as is the rather separate case of Kosovo,
which, as a UN protectorate, has an indeterminate status and is technically still appended to
Yugoslavia), have not fulfilled the Stabilization and Association accord criteria, but are viewed
by the Union as “neighbours” and “potential candidates” for EU membership (at least since the
beginning of the Stabilization and Association process in 2000). Chris Patten, the EU’s External
Relations Commissioner, assured Balkan leaders that “far from getting out of the Balkans, the
EU is getting more and more deeply involved in the region. Our policy amounts not to an exit
strategy, but to an entry strategy to help the Balkan countries themselves to become members. ...

The choice for us [in the EUJ is very clear: either we export stability to the Balkans, or the
Balkans exports instability to us.”



TABLE 1

PUBLIC SUPPORT FOR INTEGRATION OF SEE COUNTRIES
INTO the EU (in %)

Attitudes Within EU Countries Attitudes Within SEE
To Candidates and Potential Entrants (September 2002)
(March-May 2002)
Favour | Against | Don’t Entryis | Entry | | Trustin EU®
Admissi | Admission | Know | | Bad Tt s
onof  |of = : Thing | Good
: . farming |
Candidate
Countries
Slovenia | 35 40 25 114 43 L 52
Bulgaria 36 40 24 45 68 | 65
Romania 34 43 23 2 78 1 75
Turkey 31 47 .55 13 65 ] 54
Potential
Candidate
Countries ,
Croatia 32 45 23 13 7d 1 38.6
Yugoslavia | 30 48 22 : i
Serbia 1308
Montenegro - 139.1
Bosniaand | 28 47 25 N/A NA |
Herzegovina
Federation 43.1
Republika 1 16.6
Srpska B
Macedonia | 28 48 24 N/A N/A 35.3
Albania 26 51 23 N/A N/A N/A

* By December 2002, 62% of Slovenes were in favour of EU membership, while 21% were
against.

® Data on trust in the EU for potential candidate countries is from a January-February 2002
survey.

At Copenhagen in December 2002, the EU concluded that it hoped “to take forward
relations with neighbouring countries based on shared political and economic values.” But EU
leaders, perhaps somewhat apprehensive after presiding over the imminent incorporation of ten
states, also sent signals that enlargement covering all European states, albeit desirable, was not
guaranteed. Thus, not every EU “neighbour” would necessarily soon become a future EU
member. As Danish Foreign Affairs Minister Moller observed with respect to Ukraine, Moldova,
and Belarus: “We have different plans for them and therefore we have to have different
strategies.” As most other EU leaders, Moller differentiated Croatia from the rest of the “We;st_ern
Balkans” and advised Croatian leaders to fully implement their Stabilization and Association
accord with the EU, and that “it will be negotiating as a potential member of the EU.”



Political leaders in the EU — a group that collectively has been the major force behind the
European enlargement process — clearly have developed specific, albeit varying, perspectives
regarding the general timetable of potential candidacy and possible accession to the EU on the
part of the SEE countries. On the whole, non-elite public opinion within the EU on the subject of
the Balkans and EU membership is rather less enthusiastic or informed than elite views (Table
1). According to survey results from March-May 2002, for example, some two-thirds to three-
quarters of the citizens in the 15 EU countries were either against (40-50%) potential EU
membership of the Southeastern Europe states, or did not have a view concerning the matter (a
fifth to a quarter of those surveyed). Perhaps because of publicity regarding the imminent
accession of Slovenia, and also the advanced candidacy of Bulgaria and Romania, there was
more support for the membership of those states in the EU. But still only about one-third of
citizens surveyed in the EU were “in favour” of those states taking part in EU enlargement.
Survey research also reveals that most EU citizens know that the “countries of Eastern Europe”
seek EU membership, but the level of popular knowledge or support for accession by the SEE
countries to the EU is extremely low." Up to Copenhagen 2002, even Slovenia, Bulgaria and
Romania were infrequently mentioned by respondents as potential members, while the other
Balkan countries were merely regarded as being on a list of potential members (except by Greek
respondents). Interestingly, many citizens in nine of the ten candidate countries who will join the
EU in 2004 (leaving Slovenia aside) regard the Balkans with a kind of aloofness, or as a
backwater outside the “real Europe.” Meanwhile, many Slovenes — who as a rule regard their

country as non-Balkan — view their country as a potential bridge or linchpin between “Balkan
Europe” and the present EU states.

The diversity of views held by EU citizens with regard to the enlargement process, and to
the possible membership of the various Balkan states, is mirrored in the varied attitudes apparent
within the Southeastern European countries concerning the prospect and desirability of joining
the EU. Romania, Bulgaria and Slovenia — where citizens have not been unanimous about
joining the EU, but which are countries that have been quite high on the EU entry ladder —
naturally exhibit the most enthusiasm about EU membership among the SEE states. For Slovene
supporters of EU membership, a wish for accession reflects a deep feeling of “Europeaness,” and
the fact that their relatively small country cannot survive as an “island in the middle of
nowhere.” And as already noted, many Slovenes consider their country to be a bridge between
West Europe and the Balkans. Interestingly, citizens of Croatia and Bosnia and Herzegovina
sometimes express the same view. This outlook illustrates how regional identification is less a
geographical concept than a state of mind. For their part, a very large majority of Romanians
view EU membership as a way out of their serious internal economic and political difficulties

(particularly with respect to corruption and the administration of justice), and as a natural
framework for their “Latin identity.”

Generally speaking, most political leaders of the West Balkans express keener interest
than their constituents in the advantages of EU membership. Citizen trust in the EU varies
considerably from one country to another in the Balkans, depending on local mentalities, self-
perception, and local experiences with the EU and other international organizations based
outside the region. Croatians, for example, who as a rule prefer to be regarded as Central

" Overall support within the EU for the general concept of enlargement was 66% in November 2002.



Europeans rather than as citizens of a Balkan state, stand out in their strong desire to join the EU.
Indeed, the only major reservation Croat citizens express concerning the EU is that Brussels will
try to force Croatia into closer ties with other countries in the region (a new and widely
unacceptable “Yugoslavia”). Unfortunately, European officials often pander to Croatian non-
identification with its Southeastern neighbours, and thereby also inadvertently fuel problems of
regional inter-state relations. As the European Commission’s Enlargement Commissioner,
Geunter Verheugen told a December 2002 conference in Zagreb: “It is not fair to say that Croatia
is a western Balkan country. If Croatia is a western Balkan country, then so is Germany, Croatia
was never part of the Turkish Empire, rather historically it was part of Austro-Hungary, which
was clearly part of Western Europe. It would be improper to tell the Croatians that they have to
wait for the Albanians or the Macedonians in order to join the EU.”

Post-Milosevic reformist leaders in Serbia and Montenegro have less of a problem with
their Balkan pedigree than their counterparts in Slovenia and Croatia, and also more confidence
in the EU than their fellow citizens in Yugoslavia. “The word ‘Balkan’,” observed Deputy
Foreign Minister Zarko Korac, “no longer has the negative connotations it used to have. There is
democracy in all states in this region now. All countries have one goal now...to move forward
on the basis of democratic values and to develop regional cooperation and integration with
Europe.”

For time being, Kosovo/Kosova — a UN protectorate, which under UN Security Council
Resolution 1244 is still part of Yugoslavia — remains a non-state and therefore presently
ineligible for integration on its own right into the EU, or the international community. Almost all
leaders of Albanian parties in Kosovo are focused on the goal of state independence, with
varying programs and strategies on how that should take shape. And for most Albanian leaders in
Kosovo, independence will naturally be followed by eventual EU entry for Kosovo. At the end
of November 2002, Kosovo President, Ibrahim Rugova, observed that independence would serve
to “pacify” Kosovo’s population, and claimed that Kosovo was “turning into a democratic
country.” At about the same time, however, a visiting international task force observed that
Kosovo was “not a functioning democracy.” Meanwhile, Serb political leaders in Kosovo are
focused mainly on a return of Serb refugees to the protectorate, and obstructing any move toward
independence. For their part, international officials managing the protectorate have adopted a
formula to temporarily avoid the independence issue (leave alone the question of EU
integration), and are attempting to concentrate local energies on democratization and economic
development. Thus “standards before status” has become the mantra of Michael Steiner, the
Special Representative of the Secretary General (SRSG) in Kosovo, who simply hints of a futur.e
EU option for the current protectorate. “One of my main responsibilities,” comments Steiner, “is
to design a process to determine Kosovo’s future status. We will not be able to get into this stage
until Kosovo’s society and institutions show that they are ready....This is why I have devised a
series of benchmarks that will identify what needs to be done before we can launch the
discussion on status...minimum pre-conditions....These standards also mirror those that are
required for integration into Europe.” Kosovo’s Serbian leaders worry that the current UN
strategy really amounts to democratic state-building for potential Kosovo statehood. But Steiner
has cautioned that the “future status of Kosovo is open. No one can say at present what its final
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status will be. But we already say what it will not be: there will be no return to the status quo
ante 1999.”

The attraction of EU membership to Balkan political leaders can be traced to a variety of
factors: identification with broader European trends, an opportunity for their countries to
advance economically and politically through integration into the EU, and also the prospect that
personal political credit (and in some cases economic profit) can be derived from the benefits
that accrue to EU-tracked countries. A common worry on the part of many political and
economic leaders in the Balkan states is that somehow — during what West and Central European
leaders generally consider as an “interim stage” preceding further EU enlargement —
Southeastern Europe, or at least the South Balkans, will somehow be forgotten or marginalized.
Balkan elites fear their countries might linger for years as an enclave, antechamber, or “gray
zone” surrounded by more prosperous EU member states. The EU has offered the Western
Balkan countries the “clear prospect of accession,” but many leaders in “Balkan Europe” are in a
state of high anxiety regarding whether they will be able to fulfill the requirements demanded by
the EU for integration, and also what may occur if they do not succeed. The Balkans seem fated
to join the European family, but the schedule of accession is very soft, and subject to political
whim and will. As a Turkish leader put it, the sequence and timing of EU entry is not determined
by a “mathematical formula.” These concerns moved the presidents of five Balkan countries —
Macedonia, Croatia, Albania, Bosnia and Yugoslavia — to send a joint letter to the EU in
December 2002 urging an “opening of the perspectives” with regard to their countries’
membership in the EU. Such regional cooperation will continue with a roundtable of Western
Balkan potential candidate states scheduled to be held in Macedonia in late January 2003. Fully
recognizing that their political and economic problems are deeply rooted and not amenable to
rapid change, and also that citizens already in the EU are not wildly enthusiastic about

enlargement beyond 25 states, Balkan leaders have valid reasons for worrying about the future of
their states in Europe.’

TRENDS IN BALKAN EUROPE: A COMPARATIVE OVERVIEW

Can the Balkan states in the near future fit into EU plans to “make Europe a continent of
democracy, freedom, peace and progress?” Is there any basis for growing perceptions in some

? Serbian leaders are becoming quite worried about Kosovo’s future, and also want to glean credit for defending
Serbia’s national interest. In mid-January 2003, Prime Minister Djindic warned the international community that “if
they take away Kosovo in the name of the ethnic rights of Albanians, and the principle of self-determination,
ignoring the boundaries and sovereignty of FRY and Serbia, Belgrade will ask for a new Dayton....The Serbs across
the Drina River [in Bosnia] were not granted the right of self-determination....Serbia’s borders, too, must be
inviolable. They cannot have one set of rules for others, and another for Serbia....European leaders say it is not the
time to discuss the ‘final status’ of Kosovo. The problems are piling up. I might even say that processes are evolving
so quickly and unfavourably, that Kosovo Albanians could practically become independent while we wait for talks
on the ‘final status’ to open.”

’ On January 10, 2003, EU Commission president, Romano Prodi, observed in a rather promising, if somewhat
proprietary tone, that “in the long run [the] Balkans belongs strictly to the EU.” Prodi added that all the Balkan
countries would not enter the EU on the same day, but each would follow its own course and be judged on its own
merits. Prodi underlined that Turkey does not belong to the Balkans. The issue of EU entry on the part of the Balkan
states will receive special attention during the first six months of 2003 owing to the fact that Greece will be holding
the EU Presidency. Greek Foreign Minister George Papandreou went to the heart of the problem facing SEE when

he recently referred to his own country’s evolution: “We may have begun as a Balkan country in Europe, [but] now
we’re a European country in the Balkans.”



West and Central European circles that, because much of Southeastern Europe is a zone of
intractable problems such as corruption, drug and human trafficking, arms smuggling and
criminal activity, unresolved war crimes, and illiberal political cultures and practices traceable to
authoritarian rule, most of the SEE countries will have to wait many years, if not decades, before
joining Europe?

Economic Indicators

There is no question that serious economic and political problems have affected the
region, and that such problems are connected to historical/cultural factors, the direct and indirect
problem associated with the former Yugoslavia’s violent dissolution, and the wrenching impact
of post-communist transition. For example, on the economic front (see Table 2), it is interesting
to note that the ten states that will join the EU in 2004 have a combined gross domestic product
(GDP) amounting to roughly 5% of the EU’s total GDP, or an amount smaller than that of the
Netherlands. The aspiring EU entrants in the Balkans are even poorer. One Bulgarian official
remarked, for example, that his country’s entire consumer market is only as big as the French
city of Lyon. There are, of course, significant variations among the Balkan countries. Slovenia, a
successful candidate state, has a GDP per capita of approximately $10,000US. The equivalent
figure for Croatia (US$4380) during 2001 was less than half of that figure, while all the other
states in the region were under the US$2000 level. The GDP per capita for Bosnia (US$1056)
and Kosovo (US$900) were the lowest in the region. The private sector share of GDP ranged
from a high of 75% in the small Albanian economy, to 40% in Serbia and Montenegro, where
reforms have been severely slowed by political difficulties in the two years since Milosevic’s fall
from power.

High unemployment in Kosovo (57%) and Bosnia (40.4%), contrast sharply with
Romania (8.6%) and Albania (15%). The fact that a high percentage of the economies of the
latter two countries are already privatized is associated with their favourable employment
situation; but it is also worth noting that Romania and Albania are among the most corrupt states
in the region. In Albania, Macedonia, Yugoslavia, Kosovo and Romania, large segments (40-
50%) of the population live below the poverty level, especially when compared to the Sout.h
Central European cases of Croatia (4%) and Slovenia (0.7%). Because economic development 1s
an essential ingredient that fosters, and in turn is reinforced by the democratization process,
many countries in SEE seem destined to face serious difficulties in keeping par, or catching up,
with their more politically and economically advanced neighbours.
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TABLE 2

ECONOMIC SITUATIONN IN SOUTHEASTERN EUROPE:
SELECTED INDICATORS

State/

Protectorate

Albania 6.0 1330 14.6 46.6 3.1 75 4.0 3.0
Bosnia and 3.0 1056 40.4 19.0° 3.3/11.0° 45 2.9 2.3
Herzegovina » : : ;
Bulgaria 4.0 1675 19.5: = s AR 7.4 70 3.7 3.7
Croatia 3.5 4385 15.8 4.0 49 60 43 3.1
Yugoslavia 3.0 1276 275 33.1° 39 40 3.0 1.0
Macedonia 2.0° 1753 30.5 439 5.3 60 40 3.0
Romania 35 1743 8.6 445 345 65 3:7 8.3
Slovenia 2.7 9509 59 0.7 84 65 43 3.0
Kosovo 13.0 900 57.0° 50.3° n.a. na. na. n.a.

2-4.1in 2001 due to fighting

® 74% right after 1999 war

¢16% in Federation, 25% in Republika Srpska

427% in Montenegro

¢ 52% rural, 47.5 urban; Albanian 49.7%, Serb 58.6%
f3.3 in Federation; 11.0 in Republika Srpska

Reform momentum is increasingly strong across Southeastern Europe. But the relatively
low leveloof external trade in the region is a factor in its overall slow economic growth. For
example, in the Western Balkans, only Croatia has attracted substantial amounts of foreign direct
investment (FDI), and that amounts to less than 10% of the country’s GDP (see Figure 1). It is
also interesting that the EU is already the source of most of the FDI going in to Southeastern
Europe, and also the main trading partner for the countries in the region. For example, Albania’s
trade with Italy accounts for over 70% of its total exports, and the EU is the destination for about
the same level of Romania’s exports. More than 50% of the exports from Bosnia, Bulgaria,
Croatia and Yugoslavia go to the EU, and the figure is over 40% for Macedonia. Meanwhile,
very little SEE trade occurs among the countries of the area. Macedonia, Yugoslavia and Bosnia
conduct about one-third of their trade with other SEE countries, but such inter-regional trade is
only about 10% for Romania, 2.7% for Bulgaria, and miniscule for Albania. Indeed, although
Bulgaria and Romania are both accession candidate countries, sharing a land border, their
reciprocal trade is negligible.



Figure 1: Foreign Direct Investment Inflows 2001 (millions of US $)
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The State of the Polity

The comerstones of the EU’s “regional approach” to assisting SEE as elaborated first
through the Stabilization and Association Process, and subsequent the Stability Pact, has been
the promotion and maintenance of democracy, the rule-of-law, respect for human and minority
rights, as well as transformation toward market economies and enhanced cooperation among the
countries of the area. While Balkan Europe has made major strides in all areas deemed important
by the EU, and the Stability Pact partners, including Canada, there remains significant
democratic deficits, and also weakness in the area of economic transformation that clearly
differentiates the regions from the levels of freedom and prosperity in the “Europe of 25” that
will emerge in 2004. Of course it is important to consider that much of SEE was subjected to the
devastating direct or indirect impact of the wars of the Yugoslavia succession during the first
part of the 1990s, and also that up until that period most states in the region lacked a tradition of
democratic politics. The question today is to what degree the current problems relating to the
region’s traditional political illiberalism and economic underdevelopment endanger future
progress and integration into the EU?

Systematic assessments of the democratization process in Southeastern Europe reveal
significant intra-regional differences. For example, the “Comparative Measure of Freedom™
evaluation framework developed by Freedom House for the period of January 1, 2002 to
December 1, 2002, concluded that in Central and Eastern Europe and the Former Soviet Union
(FSU) there are 12 “free” countries, 9 “partly free” countries, and 6 countries termed “not free.”
The Balkans does not include any of the latter 6 unfortunate cases, but 3 of the 9 countries
deemed “partly free” are in the region (Albania, Bosnia, and Macedonia), and a fourth case, the
“disputed territory” of Kosovo, is also assessed as only “partly free.” A recent (2001-2002) trend



forward toward greater political rights and civil liberties was also noted for all of the “partly
free” countries in the Balkans.

Freedom House “scores” for “free” countries in SEE (Croatia, Yugoslavia, Bulgaria and
Romania) are rather low for cases in that category; placing those countries roughly midway
(together with their “partly free” regional Balkan neighbours) between the more fully
democratized cases of post-communist transition, such as Poland and Hungary, and substantially
authoritarian countries (“not free”), such as Belarus and Uzbekistan. The middle level
democratic status of the states in the Balkans, using the Freedom House evaluation, corresponds
to many other appraisals of SEE states as “countries in-between.” For example, using another
tripartite categorization or continuum of democracies — high or functional democracies, low or
fictitious democracies, and medium or dysfunctional democracies — the South Central European
area would again fall into the mid-range, although with important differences in the nature of
internal problems or dysfunctionality from case to case. One Romanian writer recently described
the “hybrid” nature of his country in a manner that captures the character of the “partly free” and
still only tenuously “free” Balkan states. “This is not a socialist economy. Nor is it a free and
functional market economy. This is a Mafiosi-clientelistic kind of hybrid with small islands of
honest capitalist economy here and there.... This is not a totalitarian state. [But] it cannot be a
rule of law state either, as long as the separation of powers is treated like an obsolete concept.
Justice is influenced by political factors in a percentage that amounts to three-quarters of the
total, and the corruption in top positions competes with small time corruption. This is not a
communist dictatorship. However it is not a solid democracy either that is capable of generating
the antibodies necessary to help us resist demagoguery [and] populism.”

Of course the issue really is not whether “Balkan Europe” has become — with the
generous assistance provided by external donors — a region progressing toward greater freedom.
Most analysts agree that by 2003 the Balkans were making considerable progress compared to
the situation only a decade earlier. The question is whether and when SEE will be fully
integrated or securely anchored within the “free world,” or community of democratic states. The
First Annual Report in 2002 of the “Stabilization and Association Process for Southeastern
Europe” rather expansively proclaims “every country in the region is now a democracy.” But the
report also concedes that “progress has not been made without setbacks,” and that political
volatility and institutional fragility “pose serious challenges for the strategic goal of integrating
the region into the EU.” The report identifies several outstanding and inter-related challenges to
the democratization process: fragile constitutional arrangements (especially in Bosnia and
Herzegovina, Yugoslavia — including Kosovo — and Macedonia); weakness in applying the rule-
of-law (severely hampered by corruption and a “pervasive culture” of organized crime);

weakness iq adn_linistrative capacity, questionable standards of political behaviour; extreme
forms of nationalism; and weak civil society and media.

The Weak State Syndrome and the Crisis of Legitimation

Many of the recent difficulties experienced by the Balkan states have their origin in an
affliction that has been common to all the countries of the region for some time, and which may
be termed the weak state syndrome. When a state suffers from institutional weakness to the point
it becomes too severely incapacitated to deal with major functions or problems it can be deemed
a weak state. The extent of weakness depends on the degree to which governmental and
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administrative structures exhibit a capacity to fulfill their responsibilities. Extreme incapacitation
leads to the phenomenon of the failed state.

The origins of state weakness in the Balkans can be traced to historical problems of state
development in the region. For example, the relatively late formation of states in Southeastern
Europe during the 19™ and first part of the 20" centuries truncated the state-building process in
comparison to most of the countries in Western Europe. The details vary from country to
country, or sub-region to sub-region in SEE, but each state formation in the Balkans during the
last two centuries was associated with anti-imperial (anti-Ottoman, anti-Austro-Hungarian, anti-
Russian) nationalist motives, and was frequently lead by authoritarian leaders and movements.
The obsession with national affirmation also overshadowed an emphasis on liberal constitutional
development to a very substantial extent. Concentration on nation-building — defined as
construction of a “national state” by a dominant notion or ethnic group, generally became more
important than economic development, or the consolidation of effective and democratic state
institutions. Frequent failures of state performance in the Balkan region (sometimes due to war
or occupation), also weakened institutional development and the legitimacy of the state. The
shallow legitimacy of Balkan states has also been rooted in political cultures based on traditional
forms of rule (in the Weberian conceptulization “patriarchical,” “patrimonial,” and “sultanistic™),
which made no essential differentiation between the public and private spheres, in which
political recruitment was based on loyalty rather than merit, the prevalence of arbitrary rule
rather than rule-of-law, and in which power-maximizing members of the political elite used
public positions of authority to extract personal profit. A surfeit of corrupt political leaders and
officials linked to clientalistic networks inspired little public support or trust in state institutions.
In such an environment, citizens not only imitated elite behaviour, but also became cynical
regarding the state and state decision-makers.*

The weak state syndrome was compounded during the communist period following
World War II. In some states, such as Yugoslavia and Albania, communist elites enjoyed
substantial support owing to the wartime popular anti-occupation struggle. But there also existed
large segments of the population in each Balkan country that viewed the new non-democratic
class of party-state officials as illegitimate, and the use of state repression against various sectors
of the population during the first phases of state socialism compounded the communist
legitimation problem. Early achievements in stimulating economic transformation and providing
social welfare benefits created some legitimacy for the new communist regimes, but hardly the
degree claimed by political leaders on the basis of artificially induced popular acclamation —
through animation of the populace rather than participation — in non-competitive elections.
Communist reformism during the period from the 1950s through the 1980s amounted to doing
too little, too late. During the period from 1989-1992 most communist regimes, including all
those in SEE, would rapidly collapse — fragmenting territorially in the case of federal states —
when faced with inter-related economic and ethnic crises, intra-elite conflicts, and tl}e
demonstration effect of successes in the non-communist countries of the Euro-Atlantic
community.

*In 1945, Hugh Seton-Watson observed that it would be absurd to suggest that “contempt for the public, pompous
laziness, love of formality, and fear of responsibility were the monopoly of Balkan bureaucracy....What is more
especially Eastern is the corruption of officialdom...in Eastern Europe the greatest fortunes are made not in industry

or banking but in politics.”
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Throughout the 1990s, the considerable problems of post-communist transition further
undermined the institutional capacity of the Balkan states. Already plagued by an historical
legacy of political illiberalism and economic underdevelopment, Balkan state-building was badly
derailed and delayed by the direct and indirect consequences of the violence and international
sanctions associated with the wars of the Yugoslav succession (1991-1995). In the South
Balkans, destruction and dislocation owing to the 1997 breakdown of authority in Albania, the
1999 war between NATO and Milosevic-governed Yugoslavia, and the 2001 military conflict in
Macedonia, compounded already existing difficulties in state-building. As in earlier stages of
political development, state weakness and patterns of corruption and criminality in the Balkans
proved to be mutually reinforcing. Thus, corruption both thrived on, and stimulated poor
governance, i.¢., the limited capacity and accountability of executives and institutions to deliver
basic regulatory and social services (including protection from crime and violence).

The Weak State and Balkan Corruption

Two broad areas of state-debilitating corruption have been identified in the literature on
transitional states: administrative corruption, i.e., private payments to alter or distort laws, rules,
and regulations (e.g., bribes to obtain licenses, win contracts, avoid tariffs, etc.), and state
capture, i.e., when individuals and groups make illicit and non-transparent payments to public
officials to shape or influence the basic rules of the political game to their advantage (e.g.,
purchase of legislative votes, executive decrees, court decisions, etc.). Balkan corruption has
involved aspects of both the administrative variety and the high level or “grand corruption”
associated with state capture. Indeed, the involvement of politicians and officials in both kinds of
corruption often makes it difficult to distinguish between the legal and illegal dimensions of
behaviour in some of the weakest Balkan states. This is particularly the case when there is very
close cooperation between those involved in organized crime and those technically responsible
for law enforcement. In extreme cases, police and judicial officials prove powerless to prevent,
or are complicit in, the practice of state officials using criminals to commit violent acts against

political opponents. Pfetty corruption, “grand corruption,” and politically motivated violence are
all symptoms of perceived weak state syndrome in the Balkans.

In some transitional countries, the state weakness-corruption nexus has proven
particularly difficult to eliminate. For example, in Yugoslavia, the officially sanctioned linkage
between political circles and criminal structures fostered by Slobodan Milosevic has left his
political successors with entrenched problems of lawlessness and political violence. Near the end
of 2002, Serbian Prime Minister Djindjic remarked that in his republic “internal security is at a
very low level, and [that] is how a state’s credibility is measured.” Djindjic added that at times
the police were “not the only force in Serbia which has force at its disposal....I would say that it
is still more risky to be a policeman or a judge in Serbia than a criminal. The system is less
capable of protecting its officials than the mafia is capable of endangering them.”

Serbia is not alone in experiencing the negative impact of corruption on governance.
Research conducted in Romania, Bosnia and Herzegovina, Bulgaria and Croatia at the end of the
1990s, indicates a very high level of corruption of the state capture variety, i.e., where powerful
interests have had a strong influence on the legal and regulatory framework of the country. In
Albania, Macedonia, and Romania, very high levels of administrative corruption were also
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detected. Romania stood out in terms of high levels of pervasive corruption of both types, and an
extremely weak capacity to control corrupt practices.’

Surveys conducted in February 2001 and February 2002 in seven Southeastern Europe
countries (Table 3) also provide a comparative indication of how extensive the problem of
corruption has been in the area. For example, pressure on state officials to take a bribe of some
sort is quite common throughout the Balkans, and particularly prevalent in Albania, Serbia and
Montenegro, and Romania. In Bulgaria, persistent perceptions of the existence of corruption and
patronage in the country — especially in the judicial sector — have induced strong public criticism
of the political establishment. One Bulgarian report revealed that only two out of a total of 120
Bulgarian policemen who were tried in court on corruption charges during 2002 were fired.®

5 Romanian Prime Minister Adrian Nastase recently observed that “corruption has truly become a severe scourge in
Romania over the past 13 years....Corruption is extremely flexible, it adjusts itself to any conditions. It seeks
legislative possibilities too....We want to break the vicious circle that ties some businessmen to the civil servants, to
the politicians.”

¢ In fact, the politicization of the Bulgarian judiciary erupted as a major scandal near the end of 2002. In December,
Bulgaria’s Prime Minister Simeon Saxe-Coburg suggested that Bulgarian judges belong to a “different epoch and
different political system” and that the judiciary was a “combination between the old regime and some new la.\ys.”
When the Supreme Judiciary Council of Bulgaria — substantially composed of members appointed by the pollt‘lcal
party (the SDS or Union of Democratic Forces) previously in power — strenuously objected to such an accusation,
the government manipulated the legislative budget procedure to show its disapproval of judicial behaviour. One
Bulgarian journalist suggested the government and judiciary had begun a kind of “trench warfare” and that “the
administration of the state had started to fall apart.” He added that “violating the Constitution” had become one of
the “perks of democracy.” The Chairman of the Bulgarian Assembly observed that the judiciary had “become too
preoccupied with its independence. The judiciary must be independent, but not from the state. It cannot be allpwed
to act against the state....We should not think only about the separation of powers and forget about the opposite,
namely the intersection between the powers...this would destroy our statehood.”
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CORRUPTION IN SOUTHEASTERN EUROPE

| Herzegovina

T Bowia&

~ Bulgaria | Macedonia_

2001

2002

2001

2001

000

Corruption
Pressure:
Asked for
a Bribe
(%)

it

Police
) Officer

52.0

54.1

2734304

24.0

159

14.0

k1.3

34.0

25.2

24.8

16.5

42.4

45.6

38.4

) Customs
) Officer

55.6

54.8

15.9..1.162

15.8

18.5

21.8

253

20.5

29.6

10.5

13

428

52.6

21.6

) Judge

s

44.3

8.3 Sl

91 0. 78

13.7

5.5

16.6

13.7

5.8

59

19.0

26.2

7.0

| Tax
. Official

56.8

50.4

8.8 | 12.1

83 .1 .52

8.9

24.0

10.6

L9

6.6

34

22.0

234

133

)

F(Factors

) Responsible
# for

) Corruption
) (%)

} Communist
Legacy

20.7

19:5

1704133

7.8

4.9

10.8

10.7

18.0

18.3

223

18.8

192

159

¥

9.5

Power
 Holder
‘ Making Fast
, Money

49.0

54.0

41.9 | 445

57.8

58.5

69.1

66.3

55.6

524

49.0

40.7

46.8

46.4

53.0

D22

Low
' Salaries of
b Public
b Officials

67.5

61.2

M5 1532

41.6

384

56.2

56.1

58.0

Yl

48.7

41.6

52.6

43.8

53.6

59.2

) % of Firms

36.4

224

328

223

36.7

12.9

159

Yy ¥V V9PV VY Y WYY W VY vy V.

In most SEE countries surveyed, respondents attribute administrative corruption mainly
to the fact that many of the political leaders in their states are interested in making “fast money,”
and also that public officials receive low salaries. The legacy of the communist regimes is also
considered as an important source of corruption, but less so than the greed of politicians and the
low income of state employees. Some studies of post-communist corruption have observed that
the “culture of state intervention” from the communist regimes has left a residue of old habits,
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especially in countries that have had limited turnover in the bureaucratic ranks. When post-
communist bureaucrats “instinctively” intervene in the economy, as in earlier years, “new”
economic executives often work out illicit deals to facilitate business.

Of course, the sources of corruption in individual states are more complex than survey
research can often reveal, and the specific factors involved vary considerably from case to case
across the region. Historical tradition of both petty corruption and grand corruption are
particularly important to consider, as well as entrenched mistrust of state institutions owing in
part to a legacy of authoritarian regimes, foreign occupation, and dysfunctional statism, etc.” The
historical-cultural factor is also sometimes expressed in a tradition that considers it is proper to
circumvent, and even “trick” the state; to “beat the system,” in part by payments to public
officials. Engrained habits associated with familism and patron-client networks (in which
officials feel primarily accountable to senior family figures or political patrons) also may erode
the impact of newly established legal norms. This is especially true of the South Balkan sub-
region, which was under Ottoman rule for several centuries. In contrast, countries that were part
of the Habsburg monarchy, such as Slovenia and Croatia, although not entirely free of corruption
may have benefited from that empire’s tradition of efficient and fair civil service and judicial
administration.

The economic pain and collapse of established structures and norms associated with the
post-communist tradition must also be taken into account in considering the persistence and
growth of Balkan corruption. Recent research in SEE indicates that administrative corruption,
while still pervasive, may be abating slightly in the business sector (Romania and Albania still
stand out as the most corrupted states). However, the relationship between the weak state
syndrome and current practices remains a challenge to institution-building in the Balkans.
Bribing, for example, is more frequent in Southeastern Europe than in Central Europe. The states
in SEE are still too weak to enforce their own rules or often to restrain their own officials.
Indeed, there may be some truth in the view that the power of the mafia in SEE arose because the
mafiosi were the only ones that could enforce contracts, and that the rule-of-law will not really
flourish in the region until the mafia needs lawyers.®

Elite Polarization and the Crisis of Representation

The overcharged, obstinately non-pragmatic, and obsessive struggle for power at any cost
between many rival Balkan political leaders and political parties has been another factor
undermining effective governance and the legitimacy of state institutions in the region. Through
such political behaviour, and the previously noted widespread tendency to use official positions

7 In a mid-December 2002 speech discussing corruption, Romania’s President, lon Iliescu, a former communist
official — often accused of many of his country’s difficulties — observed that corruption had “penetrated all lev.els” of
his society. But Iliescu tried to deflect attention from current policies. “Corruption is not a specifically Romanian
phenomenon and it is not specific only to this period of our history...there are deep roots of such behaviour aI{d such
mentality.” Addressing the view that an authoritarian regime might be better at stamping out corrupt policies,.m the
style of the rule Vlad Tepes [aka Dracula (1431-1476)] who used rather radical and unsavory methods to punish
those accused of corruption, Iliescu observed that “dictatorship did not lack corruption, with absolute power
§enerating absolute corruption.” : :

The serious problem of organized crime and corruption in the Balkans has recently received considerable attention,
partly because the threat of crime influences the EU accession hopes of states in SEE, and in part due to the post-
9/11 emphasis on the terrorist activities that can emerge in lawless, weak, or failed states.
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in order to amass personal wealth, many post-communist leaders have squandered the support
they initially enjoyed, and also jeopardized reform efforts that were crucial to both economic
development and institution-building. “Most Balkan politicians,” observed the Serbian analyst,
Srbobran Brankovic in early 2003, “make a constant comical mistake regarding their historical
mission...they are quick to conclude that because of that messianic mission they deserve greater
power than was given to them by popular support, and they are determined to get it. An inborn
deficit of responsibility for the public interest, incapability for strategic thinking, an exclusive
focus on political tactics, and a Machiavellian scorn regarding ethics — it is clear that these
attitudes held by old guard politicians are in serious conflict with democratic principles...[T]he
objective of political struggle is not compromise or a competition of good ideas, but rather the
goal is destruction of opponents and the construction of absolute power.”

Although periodic competitive elections have constituted a major step forward in Balkan
democratization, the elections themselves cannot provide sustainable legitimation for state
institutions, i.e., the process though which state structures and rules of the game become valued
in their own right, or institutionalized. When leaders blatantly abuse or neglect the mandate
given to them by voters, they not only jeopardize their own political fortunes, but also over time
do irreparable damage to institutional development and capacity-building. Moreover, when
cynicism and apathy reach dangerously high levels, especially in a context of serious problems
that have accumulated due to leadership incapacity, voter turnout may drop low enough to

completely invalgdate electoral contests (as vividly illustrated in Serbia and Montenegro during
the fall of 2002).

.D.elayed’r'eform and institutional weakness owing to intra-elite conflict and obsessive
competitive pghtlcs are not unique to the Balkans, but when this leads to frequent paralysis in
problem .solvmg, such behaviour can have a detrimental impact in the takeoff stages of
democratl'c state-building. For example, a major 2002 report on the development of Bosnia and
Herzegovina concluded that “the seven post-war years and the massive injections of aid received
from the interr}ational community have been to a large extent frittered away in ethnic politicking
and .the p}ll‘SUlt of vested personal and group interests ....At the root of it all has been the
manipulation of the constitutional compromise required to stop the war.” What the report’s
authors go on to term “a comprehensive failure to govern by the governing classes,” has been
attributed by another writer from Bosnia to a style that is typical of all ethnic communities in
Bosnia, and political elites more generally in SEE, namely, a culturally-based aversion to making
compromises in the civic interest, or a “non-civic political culture.” This intense zero sum
political competition for power, as well as “over-used” and “over-heated” rhetoric observed in
Bosnia, has resulted in elite political cultures that have often impeded critical transition reforms
and resolution of major problems. Evidence of a similar pattern is apparent in the on-going

? Commenting on the voter apathy that led to three failed presidential elections in Serbia and Montenegro just before
Christmas 2.002, a Se'rbian Journalist remarked that “there is simply no one here [in Yugoslavia] who wants to elect a
president; either president. ... Behind this agony with electing Presidents are political games...the struggle for power
and supremacy between individuals and political parties; the casualty is not only the institution of the chief of state
which is being discredited here, but also the entire course and pace of our reforms....We have not come to the point
where we have had our fill of democracy. We have not even had a real whiff of democracy.” While the previous
interpretation may ignore Yugoslavia’s initial democratic development, it underlines the kinds of futile and
exhausting power struggles and lack of civic responsibility which fuels the weak state syndrome in the Balkans.

16



struggle between Yugoslav President Kostunica and Serbian Prime Minister Djindjic, and
Montenegrin Prime Minister (formerly President) Milo Djukanovic.'?

Equally illustrative in Romania is the enmity between President Ion Iliescu and Prime
Minister Adrian Nastase, both members of the country’s ruling Social Democratic Party (PSD).
As one Romanian writer recently observed, within the PSD the “dual dance” means all segments
of the party must choose sides, “from lawmaker, local baron, municipal mayor, or small village
mayor to director of the taxation office, the engineer for [the state farm] and the doorman at the
local party headquarters....The bad part is that the match at the top of the administration is
blocking the already stuffed aortas of the society. The ordinary Romanian faithful spectator
watching the games...runs the risk of bending even further under this new burden.”

The “non-civic” culture apparent in Balkan elite circles tends to not only block needed
reforms, but to delegitimate the state by contributing to a rupture between the political class and
its constituents; an elite-mass cleavage, or “crisis of representation.” Thus, a combination of
corruption, persistent and obsessive conflict for political control, and a lack of civic
responsibility, can undermine citizen trust in representative institutions. Legislative institutions
are also weak in a structural sense. For example, one 2001 study regarding the effectiveness of
the Assembly of the Republic of Macedonia observed that its activities are seriously flawed. In
part, such problems derive from the fact that legislators do not use information services available
to them. Moreover, in most cases legislators did not have any contact with their constituents, or
only presented information to “stakeholders,” rather than listening to citizens. Legislators also
had not developed the habit of consulting experts in order to inform themselves and control the
bureaucracy. The study concluded that legislators did not execute their office on a professional
basis. Additionally, representatives, who are themselves professionals in other sectors of the
economy, only work temporarily in the legislature. Such amateurization of the legislative role
may be an improvement on the pre-pluralist period when “professional” socio-political activists
from the single ruling party dominated legislative life. But today, information-deprived and
distracted legislators who are busy with their non-legislative careers find it almost impossible to
act as a check on the bureaucratic-executive wing of government. Beyond the fact that legislative

"% Kostunica describes Djindjic and Djukanovic as a kind of axis of corruption who seek power and profit without
regard for the rule of law and institution-building. The “gamblers” in Belgrade and Podgorica, as he terms Djindjic
and Djukanovic, have approached the issue of constitution-making in the country “from the belief that the state can
be shared in the same way that the feudal barons shared it in the Middle Ages....[T]he state, emerging from 10 years
of sanctions and wars, like many others in the Balkans, has been gripped by organized crime and black
marketeering. In our country the inter-linking of business and political interests became almost inevitable....So we
have a philosophy of governance that is increasingly holding sway in both Serbia and Montenegro: that it is
important to have as much power as possible, even if it is over less and less territory....Serbia needs good and .
democratic institutions, and if they exists, the names of those holding the posts simply do not matter.” Djindjic, in
contrast, claims the problem is a need for dynamic, pragmatic leadership, and that the obstacle to reform is
Kostunica’s lack of decisiveness along with the mentality and laziness of his people. “Leadership at a time of change
is not swimming downstream and pandering to the majority....The political mentality or character is the ba§1c bone
of contention between myself and Kostunica....This society needs the energy of motivation... it is a great plty‘when
a nation has at its helm somebody who cannot motivate it .... The problem with our institutions is a long-running
one, and it is nothing new to say that they don’t have enough capacity.... There is not enough support from th'e
people....We are important people who are not very fit....[T]he system is paralyzed. That paralysis happens if we
have a weak government, endless discussion on the political scene, pandering to the voters...In order to succeed we
must do an average of 10 hours a day without many weekends or holidays....[But] people work on average two or
three hours a day in Serbia....We need to work three times as hard.”
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politics is not a vocation, and indeed not a very accountable position, most legislators in
Macedonia play a passive role vis-a-vis the government and its officials. The deeper problem of
institutional weakness, for both the legislative and executive sectors, was found to be a political
environment in which the electorate, media, or non-governmental organizations, put little
pressure on state bodies, therefore allowing “room for the indolent attitude of the Assembly
towards its obligations and of the Cabinet toward the result of its activities.”

A study of the Albanian parliament in 2002, indicated that the legislature had only
limited capacity to formulate policies, to analyze the national budget, or to monitor public
expenditures. Besides being mired in personal feuding, the Parliament was without a technical
staff. In mid-2002, projects were launched with the assistance of external donors to develop
outreach activities for legislators to inform the public, receive feedback, and strengthen the
Albanian legislators’ accountability to their constituents.

State Weakness by Constitutional Design, and in Multi-ethnic Settings

In some cases of Balkan transition, a weakened state has resulted in part from
constitutional design, that is, institutions are established that make it very difficult to consolidate
an effective state. This sometimes happens as part of a transition to a post-conflict situation, such
as in Bosnia during 1995. The Dayton Agreement ending the war in Bosnia was designed as a
constitutional compromise to minimize the risk that key political actors would refuse to
participate in peace-building. Their participation in the process was accomplished by creating a
weak ceptral authority that dispensed power. The danger in such power dispersion — in the case
of Bosnia across two entities, ten Federation Cantons, 149 municipalities, and since 1999 one
specozial c}istrict (Brcko) — is that it may create a very incoherent and ineffective state. When such
a situation is combined with political segmentation among three major constituent ethnic
communities and ethnic political spokesmen strongly opposed to the creation of effective central
institutions, or disinterested in genuine power sharing, it becomes even more likely that the state
will be incapacitated and unable to face significant challenges such as corruption and crime
contr(?l, povgrty eradication, revenue collection, and economic development. In a vicious cycle
such incapacitation leading to economic and human insecurity feed back into the polity through

low leyels of support for the state and a growing disaffection with the democratic process
(sometimes expressed in the desire of young people to emigrate).

A weak state structure owing to constitutional design can also be observed in Bulgaria,
the ﬁrgt post-communist state to adopt a new constitution in July 1991. Bulgarian fears of
recreating a repressive state led to restraints on centralized executive power. Ivan Kratsev has
referred to the Bulgarian Constitution as a “book of fears” that contributed, along with many
other factors, to an ineffective state. “What we have discovered after 10 years,” he noted, “ is
that not only a strong state can be repressive. The fact that the police are not beating you is not
going to help you if a mob is [beating you] and there are no police to protect you...we had a

constitutiqn before having democratic politics. It played an important role, but also had the
negative side.”

As discussed earlier, the overall problem of state weakness, which in varying degrees has
afflicted all the Balkan countries, may prove harmful to the legitimation of states, and the
process of representation. Such problems, however, are especially threatening to democratic
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state-building when one group or region either dominates, or is perceived to dominate, the state.
In such cases — for example, the complex case of Bosnia, where inter-ethnic antagonism has led
to political segmentation and state weakness — the very cohesion of the territorial entity may end
up at risk.

A rather different pattern that illustrates how ostensibly democratic initiatives by a single
region that feels oppressed — indeed a branch of the dominant ethnic group — can erode state
effectiveness, is apparent in the Federal Republic of Yugoslavia. In Yugoslavia, Milosevic’s
concentration of power in Belgrade, and the eventual disaffectation of his previous allied politics
forces in Montenegro, finally led to a breakdown of the political and economic intra-state bonds
between the two units of the federation, i.e., Serbia and Montenegro. The links between the two
federal units became so tenuous that even after the fall of Milosevic, it would prove nearly
impossible to reconstitute a genuine federation. A highly decentralized model of sovereignty
association between Serbia and Montenegro was only constituted in 2002, and by early 2003 was
still in an initial and tenuous phase. But as a senior Montenegrin official put it in early December
2002: “the adoption of the constitutional charter will create a state union rather than a state...a
union with ‘derived’ rather than authentic sovereignty.” Although the Montenegrin-Serb
difficulties might be regarded as an intra-ethnic dispute to a large extent, it still represents a case
of perceived group subordination and group domination that has substantially fragmented a
multi-ethnic and multi-region state.

Meanwhile, the not surprising refusal of Kosovo’s Albanians to contemplate a future of
self-government within a renewed federal union with Serbia and possibly Montenegro, and also
of Kosovo Serbs promising the refusal of their support to any post-protectorate independent state
of Kosovo, are other examples of how post-conflict constitutional design and a new symmetry of
group domination, can fan political division and ethnic distance in an already strained inter-
ethnic environment. If Montenegro, Serbia, and Kosovo each go their own way, a situation will
probably emerge in which — due to unusual circumstances and external constitutional
engineering (on the basis of well-intentioned humanitarian intervention) — three small weak
states will take the place of one collapsed federation.

In Macedonia — even after the August 2001 Ohrid Agreement designed to enhance
power-sharing between Macedonian Slavs and Albanians — ethnic tensions continue to weaken
state cohesion. Prior to the 2001 fighting in Macedonia there had been a certain “ambiguity” in
the constitutional definition of the country. On the one hand, the constitution emphasized the
“one national character” of the state, acclaiming the role of ethnic Macedonians in the state’s
creation. On the other hand, citizens, as individuals and not as members of any particular
nationalist group, were deemed the basic actors in the state. This constitutional confusion
between the ethno-national and civic perspectives, together with other factors (inconsistent laV\"s
about the use of languages and the use of ethnic symbols by different communities, inter—e.tth
conflict regarding representation, the educational system, etc.) exacerbated ethnic tensions in the
country.

The Ohrid Agreement on power sharing and language use, and the presence of NA:TO
troops in Macedonia (soon to be a mainly EU force), has gone a long way to damppn tensions
and advance the possibilities for peaceful transition. But the country’s cohesion and institutional
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capacity remains fragile. Turning up the rhetoric, leaders of the radical Albanian National
Unification Front (FBKSh) in Macedonia recently claimed, “because the Albanian issue in the
Balkans was not resolved, we are ready to continue the war on the political and military fronts
until there is unification of all Albanian-inhabited areas.” FBKSh’s guerilla arm, the Albanian
National Army (AKSh), warned of a “hot” spring in 2003 if “Albanian provinces in the Balkans
where political agreements following armed conflicts have not shown satisfactory results.”
However, other formerly militant Albanian leaders, such as Ali Ahmeti, of the Democratic Union
of Integration, indicated there was no reason for renewed conflict. Surveys and episodic violence
indicate that Macedonia is still not a stable state in which its two principal ethnic communities
are successfully integrated. The constitutional architecture of the country was considerably
improved in 2001, but a large majority of Macedonian Slavs indicated in survey interviews
conducted during early 2002, that they strongly felt that minority groups in their country have
too many rights (responses on the same issue are also quite high in Republika Srpska, Kosovo,
Serbia, Croatia, and Romania, but Macedonia exhibits by far the highest level of reservations
about minority rights). Meanwhile, even moderate Albanians worry that the implementation of
the Ohrid Agreement is going too slowly. When Macedonian President Boris Trajkovski was

asked whether his country would enjoy security in 2003, and have “tourists or terrorists,” he
responded that 2003 would be “tough” going.

Trust in the State: Comparative Data on Southeastern E urope
Recent empirical research on SEE provides some interesting insights into the persistence
of the weak state syndrome. The survey data represents the results of some 10,000 face-to-face

inte%'views cox}ducted on behalf of the International Institute for Democracy and Electoral
Assistance during the period from J anuary to December 2002.

The degree of citizen trust in state institutions such as the post of president, the
government, local authorities, courts, and the police is quite low (Table 4). The army stands out
as one qf the most trusted institutions in almost every Balkan country or political entity in which
survey interviews were carried out (Albania was not included). An exception was Montenegro,
where many citizens view the military negatively, as they consider the army part of the federal or
central Belgrade apparatus. In most countries and political units the dominant ethnic group
generally expressed greater support for the army as an institution than did minorities. Minority
non-support for the army was particularly apparent in Macedonia, where only 5% of the 150
Albanians who were interviewed expressed trust in the military branch of the state, and only
3.1% in the police. This is hardly surprising given that the survey was conducted roughly six
months after an intense conflict between Albanian insurgents and the predominantly Slav
Macedonian security forces. Trust in the army was also quite low in Croatia.
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TABLE 4

DEGREE OF TRUST IN STATE INSTITUTIONS, BY PERCENT, JANUARY FEBRUARY 2002

Promdent Parlia- z;Govem- |Local
s |ment = |ment Authontmsz,
Bosnia &
Herzegovina
Federation(n=610) |21.0 18.0 19.7 18.4 ' 320 (443500 .
Croat 13.0 11.0 % s 19.9 274 40.4 41.1
Muslim 26.0 221 26.0 19.3 42.5 52.5 '
Bosnian 21.9 18.6 18.6 16.2 279 39.3
Other 273 27.3 227 18.2 22.7 59.0
‘Republika Srpska | 362 4300 315 205 1819 1340 thsup
(n=1034) : ' ; S
Serbian 374 31.0 3272 20.7 32.8 35.3 .
Other 16.8 13.1 14.9 16.7 11.3 26.0
 Croatia (n=1010) | 42.1 244 4259 219 172 1308
Croat 40.9 232 252 22.0 17.6 304
Serbian 61.1 28.8 23.7 20.5 214 405
Other 62.5 48.1 42.5 20.9 27 34.1 :
Serbia(n=1523) | 506 212 1298 . 187 1215 o35 nae
Serbian 52.6 20.6 28.8 17.6 21.6 23.0
Hungarian 34.5 35.6 42.4 40.9 32.6 27.8
Muslim 31.2 354 58.0 34.8 20.4 372
Other 43.6 18.0 26.6 15.6 18.0 24.3
Montenegro | 40.7 314 1334 30.8 1354 272 30
(n=1012) e : . : e
Montenegrin 47.9 32.9 377 28.8 36.2 25 6
Serbian 9.7 13.2 1.7 20.3 17.2 9.4
Muslim 83.3 73.9 76.4 70.7 73.8 72.9
Other 52.3 321 43.6 212 46.5 42.5 e
Kosovo (n=1017) 55.0 66.0 575 575 688 lTse T g
Albanian 54.8 66.0 574 57.1 68.6 75.1
Other 62.9 61.8 65.9 75.7 76.9 71.5
Macedonia (n=1031) | 23.5 12.5 11.7 6.9 19.6 389
Macedonian 25.8 1E7 13.3 15.5 20.6 48.1
Albanian 14.3 16.2 42 18.4 14.7 3.1
Other 19.4 14.6 12.0 27.6 20.3 249 e
Bulgaria (n=1148) 532 191« 71304 | 27.2 wheeg 830 482
Bulgarian 53.4 18.2 30.1 253 12.0 33.0
Turk 53.3 25.0 30.0 38.3 6.7 35.0
Roma 45.6 17.8 30.0 15.6 3.3 26.7
Other 66.7 444 66.7 44.4 223 333 . ‘
Romania (n=1553) 52.6 31.9 443 49.5 378 (464 1
Romanian 54.0 323 44.8 48.2 37.9 46.7
Hungarian 317 28.7 35.4 60.2 40.7 50.3
Other 48.5 274 53.4 61.7 255 30.7
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Generally, the post of president or the presidency is also the recipient of considerable
trust. This is not the case, however, in the Muslim-Croat Federation where there is quite a low
level of trust for the presidency of Bosnia and Herzegovina, particularly among ethnic Croats.
The high level of support in Serbia for the presidency of Yugoslavia reflects the popularity of
Vojislav Kostunica at the time of the poll. The respect for Kosovo President Rugova among that
protectorate’s Albanian population also contributed to the substantial trust for that post.
Minorities seem to have considerable faith in the presidency in some areas (Croatia, Montenegro,

Bulgaria) possibly because they view the incumbent as a fair-minded and tolerant figure who can
prevent discrimination by the majority ethnic group.

There is very weak trust in legislatures and governments across SEE relative to other
institutions, perhaps because these institutions are most associated with the partial process of
transitional reforms. In some countries or political units, minorities indicate slightly more
support for legislative institutions, perhaps owing to provisions for minority representation in
assemblies or the success of minority political parties at the ballot box. As a rule, the courts and
police are less trusted — as one might expect from the data on corruption discussed above —

relative to other institutions, particularly on the part of the dominant ethnic communities. In
Serbia, trust for the police is extremely low.

Considered comparatively, from a regional perspective, trust in state institutions was
highest in Kosovo. That may be due to the fact that it is an internationally ruled protectorate and
its institutions are rather new and considered far more fair than those controlled by Serbian
authorities prior to mid-1999. Whether trust would be as high if the institutions were those of an
independent state dominated by a Kosovo Albanian majority is impossible to say, although its
new status would undoubtedly help its initial legitimation. Certainly the institutional capacity of
such a potential state would likely not be as high as the present international protectorate
(although Kosovo Albanian impatience and disaffection with external officials has been

growing). Meanwhile, in Macedonia, the near paralysis of state institutions in 2001 is reflected in
the very low level of support expressed by citizens.

CONCLUSION: CREDIBLE LEADERSHIP FOR DEMOCRATIC GOVERNANCE

The critical lack of trust in state institutions across the Balkans suggests that the task of
institution-building must be a key area on the policy agenda for leaders in the area, and also for
external actors hoping to assist the region move forward relatively quickly toward improved
governance and integration into the EU. Although most countries in SEE are moving into the
post-transition phase of their post-communist development, the entire region is still in the takeoff
stage of democratic consolidation and the strengthening of state institutions. Since the collapse of
the communism at the end of the 1980s and early 1990s (or in the case of Serbia-Montenegro
near the end of 2000), each of the Balkan countries has had quite varied fortunes in
democratization and the state-building process. Clearly freedom has expanded in the area, and all
the Southeastern European states have expressed a wish to join the EU and NATO. However, the
evidence suggests that the development of broad-based, popular trust in state institutions — and
more generally the processes of legitimation and institutionalization — will be very difficult and
protracted. Indeed, in this regard it may be useful to remember the old story about the American
who was visiting an exquisite English estate. Impressed with the beauty of the grounds the visitor
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asked the English gardener how such beautiful lawns were established. The gardener responded
that it was easy: “Just plant some good grass, and roll it every day for 600 years.”

Circumstances have, of course, changed. The leaders and citizens in the new democracies
need not wait six centuries in order to enjoy the fruits of established democratic practices. One
reason for this is the “advantages of backwardness,” that permit latecomers to democracy the
luxury of utilizing the structures and rich lessons elaborated by earlier participants in state-
building. Equally important is that now there are a host of organizations and programs involved
in assisting post-authoritarian and post-communist capacity building, and offering guidance for
improved governance, and in promoting democracy. These organizations and programs — known
by a “blizzard of acronyms” — are based in all the capitals of the Euro-Atlantic community, their
staffs are on the ground throughout Southeastern Europe, and their reports are easily available
and “on line.” It is a better and somewhat easier world for transition states today than it was
during the 20™ century and earlier periods. Indeed, it is not really imperative to conjure up
“original suggestions” for assisting Southeastern Europe, although our dialogue and efforts at
this conference may offer some new ideas. There are myriad reports, a mind-boggling number of
policy suggestions, and proposals already available for consideration and implementation, not to
mention funding. Meanwhile, the will and resources by actors and external donors to assist areas
that require support in Balkan Europe waxes and wanes, as does the will of the indigenous actors
in the countries of the region, who are the individuals who most need to act effectively, and to
use the resources available honestly and productively.

EU enlargement to the south and east is, of course, a very significant process that has
certainly focused the attention and energies of Balkan elites and citizens. Recognition of the
imperative of overcoming endemic institutional incapacity and poor governance is apparent in all
the regions’ relatively weak states. Currently, there are considerable differences among the
members of the EU with respect to the potential integration of the Balkan states. Some states in
SEE now have fixed dates for EU entry. But most do not. There is also, however, considerable
elite and popular support within the EU for creating a single and united Europe. It is probably
fair to observe that within EU elite circles those who advocate a more integrated and unified
European structure are less likely to support rapid enlargement, since such expansion would be
cumbersome and possibly problem-ridden with respect to states that have traditionally been
behind West European standards. In contrast, those who favour a politically and economically
loose or highly decentralized Europe tend to show more enthusiasm for broader and faster
enlargement. There is a close connection between political perspectives regarding the question of
Europe’s limits, and Europe’s nature.

What happens within Southeastern Europe will, of course, have a direct impact on
attitudes in the present EU towards integrating SEE into their community. If the states of SEE
make little or no headway in achieving the relatively high standards and goals that have been set
by EU officials for enlargement, or should there be new outbreaks of violence and turbulence in
Balkan Europe, enthusiasm in the “EU 15” and soon to be “EU 25” for enlargement to the Sogth
will certainly wane and become controversial.'' In turn, disappointment in the Balkan countries

" For example, in mid-January 2003, Eneko Landaburu, the head of the Enlargement Directorate of the European
Commission, commented that Romania lacks the administrative capacity to attract and absorb EU fur.lds: “The ;
problem lies with the weak administration that Romania will absolutely have to reform in order to join the EU in
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with respect to their current high expectations and high anxiety about completing EU entry in the
near future, could generate sympathy for policies, activities, and even populist extremism that
might reinforce the traditional position of SEE as an area hovering on the margins or the
periphery; a region somewhere “in between” first world democracy and prosperity on the one
side, and third world authoritarianism and poverty on the other.

The discussion of empirical research in this paper indicates that the strength or support of
democratic institutions is still very shallow and even superficial in some quarters. Improving
governance and strengthening institutions related to the various issues and problems discussed
here should be a priority for policy makers. For example, anti-corruption efforts, increasing
transparency and accountability at all levels of government, strengthening legislative monitoring
of the executive branch, reforms of the public sector, and improving judicial administration, are
particular areas that require further attention and financial assistance. Some reports, such as a
recent one that emanated from the Wilton Park Conference this past October have suggested that
“a new policy window” has opened for SEE, and that “new instruments,” “new principles,” “new
models,” and “new target dates,” should be elaborated to create political and economic stability
in the area. It was also recommended that “unlocking locally held resources” (e.g., $5 billion
worth of Euros in savings allegedly held by Serbs, or from the high liquidity of Croatian banks)
as part of the answer to future Balkan development, and also “building democratic structures
from the ground up.” All such suggestions, though well-meaning, really boil down to an appeal
for a continued “serious commitment” to the SEE from the EU and other international actors.
That kind of appeal is very important at a time when maintaining the previously high level of
donor support to the region is becoming rather problematic. Devoting more attention to the
Balkans, and looking for new ways to build on the track record thus far, must be encouraged.

My own concluding point of emphasis, however, is that in every area of capacity
building, Southeastern Europe desperately needs “credible leadership,” especially at the highest
and middle levels of the state. Beyond simply generational change, this will require the training
and recruitment of leaders for both governmental roles and non-governmental areas. The
strengthening of local communities suggested in many reports is a fine idea. But the grassroots-
up approach takes a very long time. In that regard, programs that focus on training both young
and mid-level political and economic leaders would seem to be a particularly good investment.
State-building and the nurturing of a new elite culture — both in terms of leadership values and

behavioul:g — are clearly intertwined if democracy in Southeastern Europe is to successfully
advance.

2007. The country will obviously not have to strengthen this aspect just to get more access to EU funds, but the
administrative capacity is needed for the good functioning of the Romanian state as a whole.” He added that
Romania will receive more than one billion euros in pre-accession aid during 2006. “If the money is not properly
spent,” Landaburu said, “the European Commission will also be held accountable by the European Parliament and
by the EU member states.”

 Joseph Ingram, the director of the World Bank office in Bosnia, recently pointed out in an interview with the
Sarajevo-based Dani, that one of the most important imperatives for successful reform and transition is competent
political leadership. For example, with respect to the economy, Ingram emphasized “you need a certain number of
people who understand market reforms....Too many [leaders] acquired their education in pre-war Yugoslavia, and
belonged to that older generation that does not have that instinctive understanding of the way the market economy
works...they think in an abstract way....We [also] need politicians who don’t think about yesterday, but about
tomorrow, who don’t carry the baggage of the past. People like this should be brought into positions where they can
make decisions and have some influence.” The Belgrade politician, Dragoljub Micunovic made a related point about
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Serbia: “We have very weak institutions that lack independence, are politicized, and without clear jurisdictions. In
such a situation, it is very important who will be at the helm of those institutions. Only with ‘strong’ people
acceptable to the domestic and foreign publics can we raise the reputation of those institutions.”
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Summary: More than a decade after the collapse of communism, Romania still registers one of
the most hesitant and least successful political and economic transitions in the region. This paper
will take stock of that country’s progress in moving away from authoritarianism and planned,
command economy and closer to democracy and free market economy. It first lays out the initial
conditions of the Romanian post-communist transition and the considerable handicap that the
country had to overcome relative to other Eastern European countries. The paper then maps out
the efforts of successive post-communist governments of center-left and center-right persuasion
to build new democratic political institutions and enact the economic reforms that would allow
the country to move from stabilization to reconstruction and development. This will provide the
basis for the evaluation of Romania’s progress detailed in the last section. The discussion will
outline the major problems that country must address, with particular attention being given to
pervasive political corruption, legislative instability and governmental inefficiency.
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Fourteen years after the collapse of communism, Romania continues to lag behind other Eastern European
countries in terms of political and economic transformation. In mid-2001, for example, The Economist placed
Romania last in the region with respect to reform progress, (political) stability and government cleanliness, three
indicators that mirrored each other closely. According to the classification, the most advanced Eastern European
countries were Hungary, Slovenia and Estonia (each with a 4.5 point average across all indicators), followed closely
by the Czech Republic, Poland and Latvia (with a three point average). With a score of only one point across all
indicators, Romania ranked even lower than its rival neighbor, Bulgaria, evaluated on a par with Slovakia and
Lithuania (each with a 2.5 point average).' Romania’s handicap at the beginning of the new millenium is hardly a
surprise, as almost every year since 1989 the country scored lower than the regional average, and set some
unenviable records. It was the last to overthrow its communist dictatorship in the region’s most violent revolution,
the last to opt for political and economic change, the first to be rocked by bloody inter-ethnic clashes (months before
the onset of the Yugoslav war), the last to replace a government of former communist officials with a government of
opposition members, the last to stabilize its currency and bring inflation down to manageable levels, the last to lift
the ban on homosexuality, the last to consider cleanning its political class of corruption, and the most hesitant in
allowing foreign companies to buy state-owned enterprises. While Romania was the first Eastern European country
to adhere to the Council of Europe and to ratify the Partnership for Peace program in the early 1990s, soon

afterwards it lost momentum and interest. Thus, even when a leader in the region, the country was unable to
maintain its advantage.

Romania’s procrastinated and halfhearted reforms cannot be attributed solely to the extreme variant of
communist rule it experienced under the leadership of President Ceausescu, since other countries in the region had
highly repressive communist governments but engaged in more sustained post-communist transformations (e.g., the
Czech Republic). Nor do they seem to be the result of Romania’s atypical mode of extrication from dictatorship,
since violent revolutions are more likely to bring resolve in embracing a quick pace of reform that would guarantee
an irreversible break with the authoritarian past (e.g., Latin America). Neither is Romania’s slow reform explained
by the lack of political will on the part of its post-communist leaders, since even when political leaders showed
determination to enact reforms the country was unable to bridge the gap that set it apart from the rest of the region
(e.g., the 1997 reform package). Rather, I argue that Romania’s unsuccessful tranformation is the result of systemic
factors which need longer periods of time and greater effort to be addressed in a satisfactory manner. These factors
include a history of governmental inefficiency and over-bureaucratization, the acceptance of corruption and
clientelism as part of every day life, the reproduction rather than replacement of elites following the December 1989
uprising, and the continued presence of an uncivic and highly distrustful political culture. It is only through long-
term strategies of improving its institutional framework and opening up its politival culture to democratic ideas that
Romania can entertain hopes for any significant political and economic development.
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The Long Hand of the Past

Initial conditions for political and economic reform were extremely difficult. Not only that of all
Eastern European countries Romania had one of the longest ways to go toward a consolidated democracy
and a market economy, but was also the least equipped to get there.

Politically, the repressive nature of the late Ceausescu dictatorship inhibited the growth of
democratic alternatives to communist rules, and generated an intolerant and paternalistic political culture
easily distorted by extremist groups. The communist authorities’ ambivalence over human rights provisions
agreed in documents that Romania signed with communist and non-communist states alike suggested that
international agreements were not necessarily binding. Despite strikes in Brasov in 1987 and discontent
within the party in the run-up to the last Communist Party Congress held in November 1989, political
change was ruled out and the liberalizing trends of the glasnost and perestroika type were condemned.
While Central European countries allowed at least some space for organized opposition, in Romania there
were no autonomous career paths in the state apparatus and opposition and dissent were extremely weak
and highly fragmented. The 1980s saw growing personalism centered around “socialism in one family” that
treated the country as its personal domain and, with its extreme nepotism and patrimonialism, made
Romania a showcase of sultanism-cum-totalitarianism, to use Linz and Stepan’s terminology. As a result,
the country became resistant to non-violent change, and was unable to have a pacted transition allowing
political power to be transferred peacefully either to organized democratic groups or soft-liners in the
regime."

Socially, the country was devastated by decades of irrational policies condemned by the
international community. Best known was the village systematization program, which luckily President
Ceausescu did not have time to complete. Romanians were also afflicted by pro-natalist policies
encouraging procreation in the absence of adequate means of child support, ‘scientific’ rationalization of
basic food staples that left the population starved and the children malnutritioned, covert unemployment in
its massive industrial sector, and growing disparities between the main beneficiaries of the system, the
communist officials and their families, and the rest of the population. Many of Ceausescu’s social policies
had no rational foundation and no sensible explanation, except for the desire of the ruling family and its
zealous sycophants to maintain their power at any cost.” By the late 1980s, Romania was also facing
exacerbated ethnic tensions between the Romanian majority and the Transylvanian Hungarian minority.
Echoing pre-communist and communist national sentiment, there was “an exaltation of the nation_ally
homogeneous community and exploitation of volkisch themes: a hostility to (or distrust of) market relations
and intense cultivation of collective identities and attachments.”™ The German and Jewish minority groups
chose to leave the country even when being forced to abandon their property, while the Gypsy were
subjected to increased discrimination and segregation and the Hungarians saw their individual and
collective rights dramatically reduced.

Economically, communist Romania consistently failed to implement significant . reform,
championing instead an undeviating adhrence to central planning, strict autarchy, isolationism a}nd
industrial policy choices ignoring comparative advantages. In the 1980s, President Ceausescp’s obsesann
with getting rid of the external debt was the single most important factor driving Romanian economic
policy, with no effort being spared to reach that goal as soon as possible. The welfare loss for the
population was tremendous, the result of a limited potential to raise exports coupled with heayy cuts of
hard currency imports and Western equipment. Draconian austerity measures unexplainably continued even
after the communist regime announced in March 1989 the completion of foreign debt repayment. By
December that same year, the Romanian economy was one of the most isolated, tightly controlled and
centralized in the region, with a highly distorted economic structure based on obso]ete fixed assets, low
managerial skills, and declining economic competitiveness. Around 90 percent of national economic asser
were in state hands, one of the highest percentages in the region. Ceausescu’s policy choices resulted in
severe structural imbalances, created a monetary overhang and left the economy vulnerable to'e.xtemal
shocks. Compared to its neighbors, the country lagged behind in terms of the institutional prerequisites for
facilitating transition to a market economy, the preparedness of the population for such a change, and the
social base for reforms.”
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Another impediment for a speedy and successful post-communist transformation was the
country’s political culture. Forty-five years of communist rule had rendered Romanians excessively divided
along regional and ethnic lines, and intolerant of ethnic, religious and life-style differences. State
paternalism and the habit of relying on the government to provide such daily items as food, employment,
health care and education went hand in hand with endemic clientelism and crass political apathy and
dejection. Personal success had come to be measured in terms of “stealing from the state,” the blatant use
of public assets for private gains, and thus enrichment and entrepreneurship were met not with
congratulations and praize but with condemnation. Unacustomed to accountable, representative and
responsible politicians, Romanians had come to view life and human interaction as a zero-sum game in
which some individuals could benefit only at the expense of others. Social solidarity, activism and
voluntarism for pursuing common goals and for avoiding common losses were derided, and the virtues of
risk-taking and political pluralism remained poorly understood.

Fuelled by pre-communist and communist misconceptions, since 1989 the population has
entertained unrealistic expectations both of the government’s potential to solve socioeconomic problems
and the country’s situation and geo-political status. Romanians deplore their poverty in a country which,
they believe, had been blessed with extraordinary natural resources far above those of any other European
country. The continued depletion of national resources, which left Romania with only meagre deposits of
low-quality oil and coal at its disposal, is conveniently ignored. Romanians have applauded their health
care and university systems and the exceptional qualifications of their physicians and teachers, at a time
when a simple appendicitis can bring death and only a fraction of teachers have the qualifications needed to
pass tenure exams. Despite a wish to enjoy the prosperity associated with private entrepreneurship, most
Romanians still seek employment with a poor state that can offer job safety but only meager wages.
Paradoxically, continued reliance on the government has been accompanied by deep distrust of its

institutions. Even today, a keen desire to become ‘Western® and ‘European’ goes hand in hand with a lack
of understanding the requirements for European Union accession.

Political Transition: From Procedural to Consolidated Democracy?

Despite its huge initial handicap in terms of both political institutions and political culture, and the
bloodiest transition in Eastern Europe, Romania eventually did manage to establish the pre-requisites of
procedural democracy. True, it took her longer than its neighbors to secure the irreversibility of the
transition process, and many cultural traits unconducive to liberal democracy still linger on more than a
decade after the collapse of the communist regime. Political actors and interest groups have given up street
violence in favor of more peaceful bargaining methods, but the democratic system remains fragile, as the
executive still makes decisions important for the country without consultation with the legislators

representing the electorate. For better or for worse, however, important qualitative differences separate the
Romania of year 2003 from the Romania of year 1989.

Constitution. In late 1991, a new constitution was adopted through a national referendum and
shortly afterwards a Constitutional Court was set up to uphold it. The document aimed to teach Romanians
democracy, being less a social contract between the people and their government than a model for the
future. With an eye to the Hungarian minority, the basic law recognized Romania as a national, unitary
state with indivizible territory and Romanian as the official language. Citizens enjoy the freedom of
opinion, religion, movement and association, and ethnic minorities have the right to their own ethnic,
cultural, linguistic and religious identity. State power is divided among a relatively weak Parliamgnt, an
overreaching executive and a powerful President. Bicameralism has brought few benefits to Romania, but
rendered the legislature less efficient and more divided than other branches of government, a fact
accounting for its unpopularity with Romanians. Up to now, the electoral vote for chambgrs h.as not
differed significantly, rendering the lower Chamber of Deputies and the upper Senate indistmgu.lshaple
from the viewpoint of popular legitimacy. Because chambers have identical lawmaking roles, leg:slgtlve
proposals are discussed twice, with opinion differences between deputies and senators being settled in time-
consuming mediation sessions. Following the constitution, the executive enjoys powers that may thwart
democratic guarantees. It may rule by decrees and ordinances, and enforce emergency ordman;es by
tabling them before Parliament rather than seeking their approval. While legislators may ask cabinet to
detail its activity, in practice the executive is unaccountable to the legislature as long as it enjoys a majority
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in the house. Questions remain unanswered, and ministers prefer to delegate their deputies to face
Parliament. In 1997 and 1998, for example, 150 questions raised to cabinet members by senators and
deputies were left unanswered."

Against the wishes of the opposition and shortly after toppling the most personalized Eastern
European dictatorship, Romania became a semi-presidential republic. Badly drafted provisions and
deliberate ambiguities resulted in a potentially dangerous concentration of power in the President’s hands.
He is elected directly by the people, for two four-year terms that can be easily extended, and cannot belong
to a political party while in office. It is the President — not Parliament — who designates the Prime Minister
and nominates and dismisses cabinet members at the premier’s recommendation. Both President Ion Iliescu
(1990-1996 and 2000-present) and President Emil Constantinescu (1996-2000) have availed themselves of
this prerogative. Iliescu summarily dismissed Premier Roman in late 1991 without consulting the
legislature, which ignored Roman’s claims that the dismissal was illegal. Many regarded Constantinescu’s
dismissal of Premier Vasile in April 1998 as at best problematic and at worst unconstitutional. The
President may also participate in and preside over cabinet meetings, dissolve Parliaments that fail to
approve the government within 60 days, and appeal directly to the nation by calling referenda on
unspecified issues of ‘national importance’. The Presidency has been over-staffed by state and personal
councilors grouped in departments shadowing the responsibilities of government ministries, with few, if
any, figures representing the opposition, though supposedly the presidency must be neutral and above all
parties. Defying criticism from various social groups Iliescu accepted old Securitate officers and
communist ideologues as presidential councilors, while Constantinescu appointed his old friends and their
children.

The new written constitution does not amount to constitutionalism, and the rule of law remains
fragile in Romania. The basic law entrusted legal supervision not to a supreme court of immovable and
impartial judges, but to a council of legal experts appointed by President and Parliament." The institution
of the prefect, central government’s representative in the territory, can negate local democracy, and the
separation of powers principle is not even mentioned in the basic law. The right of information is
recognized, but governments have been reluctant to grant access to public data widely disseminated in
other countries. The executive occasionally created new state bodies and only later asked Parliament to
legislate for their creation. For example, the secret police was revived through an unpublicized decree a
year before Parliament legislated its activity, and the old Interior Ministry troops reappeared as the
Geandarmerie more than 18 months before Parliament started discussing a bill regulating their powers.
While chambers were debating a law on government ministries and their spheres of competence, in 1?94
the executive created new ministries without the appropriate legislation. The governmental decision mak{ng
process remains untransparent, although it gradually became more accountable to Parliament than during
the early 1990s when no state and ministry budgets were undertaken. In the name of ‘national interest’ the
nation takes precedence over individual rights, and judges routinely rule in favor of the government and
against ordinary citizens. As a result, more and more disatisfied Romanians turn to the European Court for
Human Rights, which by mid-2002 had already ruled against the government in 16 cases. The
Constitutional Court has occassionally fell under the influence of political leaders (it did not ob_|_ect for
Iliescu to run, and win, three presidential votes), and its decisions on the unconstitutionglity o_f legislative
proposals can be overturned by Parliament with a two-thirds majority when not being simply ignored and
left unimplemented.

Party System. The country moved from the one-party rule of the late 1980s to a party system
dominated by a handful of political formations espousing different ideological and policy preferences,
facing in between a period of high fragmentation of the party system. The first 'fe\-v months o_f post-
communism saw the emergence of miryad political parties, encouraged by permnss:ble' !eglslatlon for
official recognition and access to a share of the national budget. But political competition was more
apparent than real, since the National Salvation Front towered unchallenged in terms of qqmbers a_nd
organizational structure (inherited from the Communist Party) and popular appeal and Polmcal capital
(based on its claim of being the sole representative of the ideals of the Romanian revolunon)..\yhether a
deliberate attempt to weaken the opposition or an expression of the new democratic propensities of the
Romanians, party system fragmentation led to dozens of enthusiastic but insignificant .polmcal formatnorzs
to contest the first post-communist elections. The way was opened for political pluralism, but the Front’s
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decision to register as a political party caused considerable misgivings. Months later, the opposition began
to aggregate when the most powerful groups set their differences aside and formed the Democratic
Convention as an electoral coalition offering an alternative to the Social Democrats, the revamped
Salvation Front. While taking advantage of the split within the Social Democrat camp, opposition parties
were unable to overcome differences of policy options and ideological orientation, stem out their distrust
toward each other, and alleviate the periodical personality clashes pitting their leaders against each other.
For a brief period in mid-1990s, opposition groups taken together matched the Social Democrats in strength
and appeal, making Romania a bipolar system where blocs of center-left and center-right dominated
politics and roughly balanced each other out. But soon afterwards the party system re-became asymetrical,
with a powerful Social Democrat party dominating a weak and divided opposition.

While the Social Democrats dominate the center-left in terms of electoral support, the National
Liberal Party and the Democratic Party act today as the pro-democratic opposition, while the Democratic
Union of Magyars in Romania commands the loyalty of the Transylvanian Hungarians. The Social
Democrat Party contains something of everything — socialists, nationalists, populists, reformists and many
former communists, to whom it gave shelter and an avenue of rehabilitation."™ The party is bound to
remain a strong political force akin to Latin-American movements like Argentina’s Peronistas and
Mexico’s old Institutional Revolutionary Party, and even without leaders lon Iliescu and Adrian Nastase it
could stay united based on the perquisites and patronage it dispenses. The only pro-Western parliamentary
alternative to the Social Democrats, the Liberals and the Democrats have been struggling to distance
themselves from the unpopular Democratic Convention rule of the 1996-2000 period, revamp their public
image by promoting leaders untainted by charges of corruption and mismanagement, and increase their
social base in an effort to win the 2004 elections. Despite some clarifications in these parties’ political
platforms, liberal leader and ex-premier Theodor Stolojan and democrat leader and Bucharest mayor Traian
Basescu enjoy more popular support than the parties they represent.™ An unbrella organization of both
reformist and radical elements, the Democratic Union of Magyars has joined forces with the rulers of the
day in an effort to have its demands for collective autonomy honored. Since 1989, the Union has constantly
polled seven percent of the national vote, a predictable outcome that also reflects its limitation.

Constant features of the Romanian post-communist party system have been nationalist and
xenophobic parties which reject the democratic principle of acommodating the country’s ethnic minorities
and accepting them as full members of the political community. Although nationalist sentiments still run
higher in that country than in most of its neighbors, during the last decade many extremist parties fell into
oblivion (e.g., the Transylvania-based Party of Romanian National Unity and the Movement for Romania,
whose main support came from the southern regions). The most important surviving nationalist party, the
Greater Romania Party, has won an increasingly greater share of the national vote (19.5 percent in 2000,
compared to only 4.5 percent in 1996), managing to become the official opposition as a result of the 2000
general elections. Despite its apparent popular appeal, the party has polled fewer votes because of what it
actually represents and more votes because of some misguided attempts of the electorate to punish both the
Social Democrats and the Democratic Convention for their disappointing performance while in
government. Nationalists have thus taken advantage of discredited government and democratic opposition

when a third alternative was missing. While still an important political force, today they do not imperil the
political order as they did in 1990.

Electoral System. The general and local elections that post-communist Romania organized in
1990, 1992, 1996 and 2000 were regarded as meeting international standards of freedom and fairness.
Reservations were raised concerning the first two parliamentary elections, because of procedural
irregularities, allegations of fraud and the Front’s drastic curtailment of the opposition’s access to mass
media and campaign funds. Romania was the only communist country where former high communist
officials won the first elections not only in the countryside, as in Bulgaria, but in every major city. The
1992 elections were the first paving stone in the long road to stability. Previously it was disorder a.nd
instability, with most political battles being fought in the street.* Four years later Democratic Convention
candidates secured the Presidency and a majority of parliamentary seats, a historical victory that_for many
was marking the consolidation of the Romanian democracy not only because it was the first time since

1937 that political power had changed hands through the ballot box but also because the Social Democrats
accepted to step down without serious opposition.
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Parliamentary seats are allotted according to a complicated system of proportional representation
based on party lists in each of the forty-one counties and the city of Bucharest, and seats distributed among
counties according to the population (70,000 for a lower chanber seat and 160,000 for the upper chamber).
As many as 15 deputy seats are set aside for ethnic minorities, which are thus guaranteed representation in
the house. Over the 1990-2000 period, the national threshold for parliamentary representation raised from
zero to five percent for single parties, and up to ten percent for multi-party coalitions. In early 1990s,
Parliament was divided between an uncompromising Social Democrat plurality and an equally
uncompromising and vociferous pro-democratic minority. Meanwhile polarization has diminished to the
point that today parties represented in the house resemble each other in terms of their policy options and
willingness to strike pragmatic political alliances cutting across ideological lines. Party consolidation and
maturity make for a less fragmented Parliament. Over the years, the number of parties represented in the
legislature decreased from more than 15 in 1990 to only five a decade later. However, to date governments
have been formed by parties commanding a plurality, not a clear majority, of votes in the legislature. This
has called for coalitions in a country where compromise and negotiation remain unappreciated.

Government-Opposition Relationships. The first years of post-communist rule led to limited
relaxation and change, and pluralism was not particularly welcomed. Paradoxically, given its bloody
character, the Romanian revolution created a hybrid of democracy and authoritarianism and did not signify
a break with the communist past. The new leaders tolerated the existence of other political groups, but
refused to engage them in meaningful dialogue, and were reluctant to share power. Even after their
overhelming electoral victory in 1990, Iliescu and his Front chose to intimidate their defeated opponents by
calling the Valea Jiu miners to Bucharest and by congratulating them on the devastation of opposition party
headquarters. Remnants of the ancien regime’s authoritarianism were evident not only in the President’s
willingness to use force and violence against political opponents but also in the survival of the political
police, state control over radio and television, and the Romanians’ longiness for strong leadership.
Assumed by the Salvation Front, political power was delegated in turn to a tight executive committee with
both executive and legislative functions. Ministers were made responsible to the Front, not to the newly
appointed Premier Petre Roman, while the executive committee dominated by Iliescu, Roman and Silviu
Brucan issued ‘decree-laws’ without reference to the cabinet. While allowing other political parties to
function, the new leaders claimed that Romania required ‘consensus’ within one Front, a notion akin t_o
democratic centralism.™ By 1992 politicians had given up the use of mob violence to settle scores with their
political enemies and instead chose to exert their control in more subtler ways. Since then, the country has
had a relatively limited government and its political leaders have at least tried to rule within the confines of
the law.

Relations between the government and the opposition have progressively become smoother. In
1996, the Democratic Convention discontinued the practice of allowing government-appointed prefects to
dismiss democratically elected mayors belonging to the opposition, which in the 1994-1995 perioq made
more than a hundred casualties. The opposition may introduce motions of non-confidence against the
government, a prerogative of which it availed itself quite frequently. During the 1992-1996 period the
Democratic Convention tried eight times to provoke a no-confidence vote against the Social. Democrat
government, while during the next four years the Social Democrats introduced as many as six motions
against the three successive Democratic Convention cabinets. The topics ranged from the slpwness of
reform and the deterioration of the living standards to the problems faced by the national educgtlol) system
and the government’s incapacity to come up with viable programs for the revival of the Romanian industry.
None of the motions introduced in Parliament after 1989 gained enough parliamentary support to force the
government to step down, as each time the government’s voting machine (dominated by either the §9c1?1
Democrats or the Democratic Convention) mobilized its allies without seriously discussing the opposition's

arguments.

Reform of the Judiciary. There has been enhanced access to justice, as today people bring to courts
many more cases than they brought at the onset of transition. The number of civil and penal cases has
increased from 589,660 in 1990 to 1,369,976 in 1999, while the number of judges ruling out cases has more
than doubled from 1,513 in 1990 to 3,479 in 1999. The criminality index (number of convictions per
100,000 inhabitants) has also gone up, from 160 in 1990 to as much as 496 in 1997 and 390 in 1999." But
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bringing civil proceedings against state agencies remains a costly proceedure few Romanians can aford, the
judiciary has not yet emancipated from the executive’s control, judges remain open to political and
economic pressures while their nomination and dismissal is determined by politicians, and the clerical staff
continue to be poorly prepared. Attempts to ban the possibility that members of Parliament who are lawyers
act as defense councilors in trials brought against notorious figures of the interlope world have met with
staunch opposition. The judiciary has launched successive campaigns to stem out corruption from within its
ranks, but not until year 2000 did anti-corruption campaigns reach the highest levels of the legal system.

There has been some concern with strengthening enforcement mechanisms, but these are yet to achieve any
measure of real effectiveness.

Human Rights. Post-communist Romania’s human rights record has improved steadily over the
twelve years. Violence against ethnic minorities, the hallmark of the early 1990s epithomized by the anti-
Hungarian Tirgu Mures and anti-Gypsy Hadareni incidents, has died off. It is important to stress that there
is still a long way to go before the majority will accept the country’s multi-ethnic character as factual and
will regard it as an advantage, not a drawback. Real inclusiveness will not be achieved unless the
constitution is amended to guarantee national minorities the right to use their own language in judicial
proceedings and to recognize Romania as a multi-ethnic state. The status of homosexuals has improved
after the ban on homosexuality was lifted in the year 2000 at the request of the European Community, but
homosexuals and transexuals still face social disapproval. Journalists investigating public figures are no
longer thrown in jail and fined, although the law remains restrictive and provides for measures against
those who engage in calumny, without defining the term. A serious threat to the independence of the media
remains the legislation of press offences. The law on state secrecy, adopted under the Democratic
Convention rule, considers almost every organization and every bit of information as being of ‘strategic’
importance for the state and therefore prone to be veiled in secrecy. The law on access to public
information adopted by the current Social Democrat government is yet to be fully understood by public
servants, who are reluctant to follow its spirit. According to the constitution, civil liberties such as
inviolability of domicile or access to information may be limited for reasons of ‘national security’, freedom
of speech does not extend to ‘defamation of the country and the nation’, and laws imposing unspecified
restrictions on rights or freedoms are permitted in order to ‘defend the national interest’.

Respect for religious freedom has improved markedly since 1989, but religious life continues to be
ruled by old laws that reinforce government discrimination in favor of the Orthodox Church, the country’s
dominant religious group. In the absence of a new law, the communist-era Decree 177 of 1948, which
allows considerable state control over religious life, remains in effect. Articles stipulating the state’s control
over religious life and activities were not repealled, although, according to the State Secretariat for
Religious Denominations, théy have been nullified in practice by the post-communist Constitution and
governmental decrees. Not even a single religious denomination has succeeded in receiving official
recognition since 1990, so post-communist Romania allows only the 15 religions that communist
authorities previously recognized to function on its territory. While extolling the virtues of private property,
successive post-communist governments have joined forces with the Orthodox Church in denying the
Greek-Catholic Church restitution of its property, and procrastinating the restitution of private dwellings,
industrial plants and shops abusively confiscated by communist authorities.™ The constitutional provision
stipulating respect for property is enforced unevenly. The January 2001 law on restitution of property
confiscated by communist authorities was judged as coming extremely late, and only as a result of
European Union’s pressures. Its formulation contains unclear clauses that could ultimately harm the
interests of former owners and protect the state.

Mass Media. One of the first laws adopted by the first post-communist Parliament regulated the
broadcast media by granting licences to private radio stations and allowing Romanians to access z.ilte.rnapve
viewpoints. A free press has flourished, despite complaints about government favoritism and intimidation,
shortage of resources for the opposition press, and lack of professionalism or skills needed for true
investigative journalism. Today, there is acerbic competition for market share among newspapers of
national and local coverage, radio and television stations, and cable companies. There is great disparity
between mass media providers, with wealthier stations and press trusts from main cities being more
independent from political and economic interests than local providers. But this apparent diversity is
deceiving, as the largest networks are owned by businessmen with strong ties to political parties and with a
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desire to ingratiate the rulers of the day. Frequently, these private networks will offer free advertising for
ruling politicians and distribute news reports damaging to their competitiors in exchange for legislation
giving networks a monopoly or unwarranted competitive edge over selected market segments. The national
television remains underfinanced, overstaffed, unprofessional and under the firm control of the government
and the parliamentary majority, which still appoints its leadership from among sympathizers. Although
since the mid-1990s the television began to be slightly more objective in its coverage of politics, it
remained a tool (and a formidable weapon if need be) in the hands of the President.

Economic Reform: Between Scylla and Charibdis

After initial hesitation resulted from the new leaders’ desire to maintain power rather than draft
policy, Romania opted for a reluctant and gradual economic transition under the Social Democrat
lead<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>