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Editorial

Four years after the Euro-
pean Union launched its
first concerted effort to
assist the countries of the
newly imagined “Western
Balkans” at the Cologne
summit in April 1999, lead-
ing to the creation of the
Stability Pact, the face of
the region has changed
dramatically.  Stability in
itself is no longer the main
concern for Southeastern
Europe. Instead, integra-
tion and participation in the
European Integration proc-
ess have become the most
important priorities for
most governments of the
region. The European Bal-
kan Observer (EBO) seeks
to monitor, analyze and
comment on this process of

integration.

Articles by Vladimir
Gligorov and Wim van
Meurs offer concrete
suggestions for the
European Union’s  policy
towards Southeastern

Europe. In an article on the
implications of the assass-
nation of Serbian Prime
Minister Zoran Djindjic,
Jovan Teokarevic highlights
the need for a cross-border
crack down on organized
crime.

Ana Dinescu examines in
an analysis the larger chal-
lenges of European identity,
across the divide between
current and future mem-
bers of the EU, as kecome
painfully obvious in the
debates over the Iraq war.
Some four articles shed a
light on two countries of
the region: Bosnia-
Herzegovina and Romania.
While Tobias Vogel explores
how Bosnia has come to
rely on international inter-
vention and means of re-
ducing such dependencies,
Maja Krizanovic details the
steps taken by the country
towards European Integra-
tion.

Romania is the focus of two
other articles, which also
point to challenges for the
Western Balkans. Matei
Paun comments on the
absence of consolidation of
the political system. An
analysis by loana Morovan
looks at the problems ex-
perienced with Phare pro-
grams in the country.

We hope you enjoy this
first issue of the European
Balkan Observer. Com-
ments and contributions to
the European Balkan Ob-
server are welcome!

Florian Bieber
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European Union in the Balkans

By Vladimir Gligorov

Most countries of the Balkans are plagued by weak governance and distorted economies.
Vladimir Gligorov argues that the European Union should increase its presence in the region
and offer a clear membership perspective to the countries of the region.

Southeastern Europe has
been left out of the current
wave of European Union
enlargement. Still, it is a
region which is in many
ways integrated with the
European Union. Indeed,
the European Union is very
much present in the Bal-
kans: it is the main trade
and investment partner, it
plays a major role in vari-
ous security arrangements
in the Balkans, and it is
increasingly politically in-
volved in whatever goes on
in this region. It is also
increasingly understood in
the European Union and in
the Southeast Europe that
integration is going to hap-
pen some time in the fu-
ture. hdeed, the countries
in Southeast Europe are at
various stages in the proc-
ess of EU integration. The
question is: has the time
come to speed up the proc-
ess of integration? And if
so, in which way?

I want to argue that the
enhanced process of EU
integration of Southeast
Europe, which looks very
much like the process of
enlargement that will be
completed in 2004, should
be relied on to address the
key problems of this re-
gion. This process should
mark a turnaround in Bal-
kan politics and economics
from balkanization to eu-
ropeanization. What are
the key problems and how
will EU integration help
solve them?

The two most fundame ntal
problems in the Balkans
are weak public govern-
ance and distorted econo-
mies.

Weak Governance

Public governance is weak
for a number of reasons,
most of which are quite
well known. In much of the
Balkans, non-standard po-
litical arrangements can be
found. These stand in the
way of democratization and
distort the representation
of public preferences. Nar-
row nationalistic and popu-
list interests have a very
strong influence on the
political agenda. As a con-
sequence, positive political
developments are slow, and
security risks, both external
and internal, remain high.

Existing political arrange-
ments in some of the key
areas in the region have
been put in place in order
to contain the existing -
curity risks and to manage
the particular post-conflict
situation. They are, by their
very nature, temporary, but
they are not easy to
change. Thus, they are
increasingly turning into
obstacles to further devel-
opment. This is because
they have been based on
the logic of balkanization
and not of europeinization.

Distorted Economies

Apart from weak public
governance, the economies
in Southeast Europe are
distorted. Without going
into details, it is clear that
both the public and the
private sectors are plagued
with significant problems
and imbalances. Also, there
is an unusually large infor-
mal sector that is, in a
number of ways, more im-
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portant than the formal
one.

Probably the key problem is
to be found in the Ilabor
markets. Unemployment is
high or very high, however
measured. Employment in
the informal sector is also
very high. The incentives
for migration are also very
high. This situation in the
labor market is supported
or complemented by a simi-
lar situation in the enter-
prise sector. Both the for-
mal and the informal sec-
tors operate in distorted
business environments.
Both rely on market distor-
tions as well as on one or
another type of subsidy or
cost evasion.

This distorted microeco-
nomic picture is comple-
mented by significant mac-
roeconomic imbalances.
External and fiscal balances
are basically wsustainable.
Fiscal deficits are high as
are the current account
deficits. Those are often
financed from aid and soft
credits as well as from the
sale of assets. But their
sustainability is a constant
problem. Macroeconomic
imbalances are a conse-
quence of the slow transi-
tion, which means that the
public sector is still very
large, and a lack of com-
petitiveness, which keeps
exports low and imports
high.

Think European

Conflict management and
post-conflict management
measures have addressed
these problems. Concen-
trating only on EU involve-
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ment, its current strategy
for the Western Balkans
has been one of stabiliza-
tion and association. Asso-
ciation with the EU has
been seen as stabilizing, in
the sense of its influence on
both the dmestic and the
external political agendas.
In principle, that is the
right approach. Indeed, the
prospect of EU integration
is the right instrument to
address the two key prob-
lems in the Balkans. The
question is whether the
incentives included in the
current Stabilization and
Association Process are the
right ones, or rather
whether they exist in suffi-
cient measure.

EU Membership as an
Engine for Change

The answer that is emerg-
ing is that they are or could
be if they were strength-
ened further in terms of
commitment, political in-
volvement and financing.
There is a danger that this
emerging consensus  will
end up bringing about a
process of integration that
will just be more of the
same. This will prolong the
process much bkeyond what
is really needed. Also,
though the final result is
probably not in question,
the path to it may be quite
risky and costly and not an
optimal one in any case.

This is because the key
difference that the EU
should make in the region
is to induce it to think in
European terms. In order to
accomplish that, the EU
needs to increase the level
of its commitment to the
region. It needs to give the
region a clear prospect of
future membership in the
EU, a commitment that is
free of any ambiguity and
uncertainty. The best way

is to declare all the coun-
tries in the region candi-
dates for EU integration. It
is that message that should
come out from the Thessa-
lonica summit in late June
of 2003.

The commitment to treat
the Balkan countries as
candidates for membership
would have to be backed by
appropriate changes in the
level and the procedure of
EU involvement. Much
more effort should be ex-
tended on policies and pro-
cedures of harmonization.
Also, greater financial re-
sources should be set aside
to support the process of
accession. Both would en-
able the EU to take the lead
in the transformation of the
Balkans and to increase its
involvement in the whole
process.

Within the EU integration
process, the security, politi-
cal and economic problems
of the region could be seen
in a different light and ad-
dressed accordingly. Three
issues can just be men-
tioned here.

Constitutional and other
regional security problems
connected with nation and
state building could be ad-
dressed within the process
of EU integration. If the EU
should be able to contribute
to something, it should be
to turn the conflicts over
territories into regional
cooperation.

The political agenda would
change to give the prob-
lems of EU integration top
priority. That would change
the public debate and
would influence the behav-
ior and the political profiles
of the political parties and
non-party organizations.
Economic development
could be addressed drectly
in a variety of ways.
Clearly, macroeconomic
stability would increase and

business risk would de-
crease. The insistence on
the rule of law and on the
strengthening of institu-
tions in general would have
the desired positive effect
on economic growth and
thus on labor markets and
on the markets, too.
Microeconomic deficiencies
and distortions could be
addressed by a combination
of market liberalization and
micro-management  meas-
ures. In the former in-
stance, increased access to
EU markets could easily be
implemented by the re-
moval of all the remaining
non-tariff restrictions to
imports from the Balkans.
It is to be understood that
the EU market is the key
growth engine of the Bal-
kans.

In the case of the latter,
i.e., micro-management,
various nstruments used in
the EU cohesion policy
should be used to address
the two main problems
simultaneously: weak local
governance structures and
the need to restructure
economic  activities and
thus increase the opportu-
nities for sustainable
employment.

A New Perspective

The first step in implement-
ing the new strategy should
be the one that is easiest to
make: a change in the per-
spective. Rather than
adopting the rules of bal-
kanization, those of eu-
ropeinization should be
introduced.

Rather than supporting the
existing barriers or, in
some cases, building new
ones, or at best bringing
down barriers very, very
slowly, a bold policy of re-
moving political and eco-
nomic barriers and of inte-
gration should be adopted
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and supported politically,
institutionally and finan-
cially.

Summary of the presenta-
tion at the public hearing
on “A New European Union
Strategy for South Eastern
Europe” at the European
Parliament on 18 March
2003.

Vladimir Gligorov is a staff
economist at the Vienna
Institute for International
Economic  Research and
member of the BeCEl
board.

The European Union and the Balkans: From Stabilization Process
to Southeastern Enlargement

by Wim van Meurs

Now that instability is no longer the prime concern for the region, Wim van Meurs argues that
there is a need for the EU to develop its strategy for the region. In addition to promoting re-
gional ownership of the cooperation process, he argues for enhancing the institutional and

strategic

Historically, the term “Bal-
kans” is widely associated
with fragmentation, violent
conflict, backwardness and
misery. Only very recently,
the region started to gen-
erate a common vision: the
perspective of future EU
membership. The EU per-
spective is emerging as the
Archimedean point of the
entire process of stabiliza-
tion and development for
the region, providing both
the peoples in the Balkans
and the international com-
munity with a real prospect
for a breakthrough that
would lead the region away
from the divisions and the
conflicts of the past and
towards stability, co-
operation and prosperity.
The 1999 Helsinki European
Council gave the prospect
for integration of the West-
ern Balkans in EU struc-
tures a new geographic
logic and strategic momen-
tum, particularly as the
existence of a Balkan en-
clave would refute the con-
cept of a European territo-
rial finalité. More-over, a-
sic pre-conditions for even-
tual EU membership, such
as the Helsinki principles,
the Copenhagen criteria
and the adoption of the

framework for integrating the

region

Acquis Communautaire, are
more and more becoming
the quiding principles and
the role model for political
and economic reform and
institution building in the
countries of the region. The
EU countries have by now
accepted that the entire
region is already part of
Europe, that its problems
are European ones, and
that any viable solution has
to be a European solution.

Today, the European per-
spective is represented in
the region institutionally by
the Stabilisation and Asso-
ciation Process (SAP) as
well as in some respects by
the Stability Pact (SP). A-
though the EU’s bilateral
agreements with the Balkan
countries were originally
modeled along the lines of
those for non-accession
states, the SP and the
European promise triggered
a redefinition along the
lines of Eastern enlarge-
ment, resulting in the Sta-
bilization and Association
Process. Yet, there is het-
erogeneity within the re-
gion defying the pattern of
conditionality and regional-
ity as practiced in Eastern
enlargement.  Unlike the
case of East Central
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within  the

European  Union.

Europe, considerations of
stabilization and scale re-
quire that regional co-
operation in South East
Europe operates prior to
and parallel to the EU inte-
gration process instead of
being treated as its natural
consequence and a follow-
up to integration.

SP and SAP are not a per-
fect match and do not
jointly provide a compre-
hensive framework for the
European perspective in the
region. Strategically, SP
and SAP are based on con-
trasting contractual princi-
ples. The SP prioritizes e-
gional co-operation as a
stabilizing remedy for the
structural deficits as well as
recent conflicts in the re-
gion. The SAP prioritizes

the power of Dbilateral
conditionality and
consequently identifies
regional co-operation as
only an auxiliary
mechanism. The bilateral

conditionality of the SAP or
the pre-accession process
causes a new
fragmentation or  divide
within the region and com-
petes with the SP’s logic by
promoting integration via
Schengen borders and an
internal market. By its very
logic, conditionality rewards
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those countries that have
successfully mastered the
quantifiable  and urgent
challenges of political and
economic  reform  rather
than the less tangible long-
term objectives of regional
co-operation. In sum, while
the European integration
constitutes the Archi-
medean point for the re-
gion, individual weaknesses
and fundamental tensions
between the two main in-
struments of the European
perspective in the Balkans
persist. Inherently, condi-
tionality exacerbates rather
than alleviates disparities
between candidate and
associate countries. Croa-
tia’s recent application for
candidate status is the logi-
cal consequence of a stra-
tegic dilemma. The EU has
introduced roadmaps with
“conditionality within the
conditionality” to remedy
the same issue (albeit on a
qualitatively different scale)
in the case of the two re-
maining candidates, Roma-
nia and Bulgaria. The com-
plexity and unpredictability
of the Balkans’ road to-
wards Europe calls for the
re-thinking and re-
arrangement of some of the
available instruments for
crisis management, conflict
prevention, reform assis-
tance, regional co-
operation and European
integration in the direction
of strengthening the Euro-
pean perspective in the
region.

Challenges and Oppor-
tunities Ahead

Distinctive features of
Southeastern Europe that
merit deeper attention in
the process of defining ob-
jectives and strategies of
regional co-operation and
EU integration involve the
projected duration of the

integration process and the
structural heterogeneity of
the region as such. Even in
the best-case scenario, a
set of strategies and insti-
tutions both qualitatively
and quantitatively different
from the ones employed in
the enlargement process in
East Central Europe are
needed in the Balkans in
order to cope with the spe-
cific requirements for
stability in the region and in
order to successfully com-
plement the Stabilisation

and Association Process
towards EU integration.
Overall, the integration

process will be significantly
more arduous, heterogene-
ous and asynchronous. A
more realistic scenario for
the Southeastern enlarge-
ment process after 2004
calls for a consistent and
transparent overall strategy
with more coherent sets of
policies and instruments
providing concrete “step-
ping stones”—distinct in-
cremental incentives linked
to tangible nterim benefits.
The paradigm for South-
eastern Europe has irrevo-
cably changed from stabili-
zation to enlargement.
Thus, what is necessary
today and will become an
even more pressing need
after Eastern enlargement
is a comprehensive re-
arrangement of  existing
institutions and policies in a
single strategic framework:
Europe and the region need
now an Agenda for South-
eastern Enlargement.

Enhanced Strategic
Complementarity

Complementary  strategies
partly precede (in a logical
rather than temporal

sense) the actual Stabilisa-
tion and Association Proc-
ess (e.g. the start-up assis-
tance), partly accompany

the SAP in parallel (e.g.
regional co-operation) and
partly proactively  block
interfering factors to the
process (e.g. crisis man-
agement). In sum, bilateral
conditionality and regional
co-operation are separate
strategic objectives pro-
moting separate but equally
important and complemen-
tary reforms and should not
be allowed to emerge as
competing agendas. The
responsibility here lies both
with the local political elites
in demonstrating forward-
looking leadership and with
the EU in ensuring that
regional co-operation is not
construed (and thereby
discredited) as a substitute
to EU membership. For the
issues this involves both a
new quality of public policy
in the region and a strate-
gic prioritization of func-
tional forms of co-
operation.

Policy Recommendations

SEECP: Rationalization and
true regional ownership
require a SEECP  with
stronger capabilities—not
necessarily institutional-
ized—including regular min-
isterial meetings in key
areas of (potential) regional
co-operation: security,
economics and trade, en-
ergy, etc.

Stability Pact: The Pact
ought to define its own
agenda selectively and ag-
gressively based on actual
and potential added value
in complementarity to the
SAP. Consequently, its ta-
ble structure has to be re-
considered and certain
other tasks regionalized,
transferred to the EU or
phased out in the medium
term. Thus, the strategic
capacity of the Office of the
Special Co-ordinator  will
have to be strengthened.
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Enhanced Institutional

Congruence

The logical next question is
about the congruence of
the institutions to shoulder
the tasks for assisting in
the development and the
implementation of these
complementary strategies.
In this regard, a major
question is whether the
current proliferation of in-
ternational and regional
initiatives and, particularly
the pluralism that charac-
terizes  the institutional
interface between the EU
and the region, is appropri-
ate and helpful. Yet, since
the current situation is not
the result of a comprehen-
sive international approach
to the realities in the Bal-
kans but rather, as usual,
the outcome of the well-
known complexity of the
international community
and the sui generis set-up
of the EU, the question is
rather how to do better
with the available instru-
ments  and mechanisms
currently employed in the
region and not to try to
reinvent the wheel. The
obvious consequence of the
requirement for enhanced
institutional congruence
under the current circum-
stances is the need for a
new deal for the current
key initiatives in flexible
arrangements under an
informal common roof.

Policy Recommendations

DG Southeastern Enlarge-
ment: SAP and EU candi-
date status should be up-
held as separate (albeit
sequential) trajectories for
EU integration. Yet, the EU
perspective for the Balkans,
the bgic of regionality and
the concept of SAA Plus
imply that as of 2004 DG

Enlargement takes respon-
sibility for both the remain-
ing candidates of Eastern
enlargement and for the
SAP states of Southeastern
enlargement.

Informal Consultation
Council: The ICC ought to
be enhanced and upgraded
to become the common
roof for consultation among
key strategic actors for the
Agenda of Southeastern
enlargement: the EU Coun-
cil Secretariat, the Euro-
pean Commission, the
SEECP, the SP and the EU
Presidency, the USA, SP,
SECI, World Bank, NATO as
well as (temporarily) the
SRSG for Kosovo and the
HR for Bosnia-Herzegovina.
European Reconstruction
Agency: In line with the
paradigm shift from stabili-
zation and reconstruction to
integration, the agency will
have to be renamed and
take responsibility for
CARDS assistance and
evaluations either for all or
none of the Western Balkan
countries and entities.

An Agenda for South-
eastern Enlargement

Adopting an Agenda for
Southeastern enlargement
would, therefore, signify
the progressive and bal-
anced shift of the position
of the international com-
munity and the local lead-
ership: from stabilization to
enlargement; from interna-
tional micro-management
of the region to macro-
management with greater
local responsibilities; and
from an intemational insti-
tutional proliferation to an
integral institutional
framework. The develop-
ment of a flexible and in-
formal common roof under
which all current strategic
objectives, actors and ini-
tiatives would be re-

arranged to create dynamic
synergies would be the
acknowledgement of this
paradigm shift. The above
strategic complementarity
and institutional congru-
ence of the Southeastern
enlargement process has to
be consolidated in the next
2-3 years with the
2004/2005 Eastern
enlargement as a deadline.

Policy Recommendations

Functional Co-operation:
Without raising the specter
of virtual, partial or second-
class membership, the EU
might intensify co-
operation in selected policy
areas (e.g. the fight against
organized crime; environ-
mental policies; and secu-
rity issues). Functional co-
operation would be benefi-
cial for the entire region
and for the EU, too.

SAA Minus: In order to n-
clude all countries and enti-
ties of the region in the SAP
and the SAA path, a special
SAA minus has to be de-
fined for those incapable of
fulfilling the SAA admission
criteria in the medium
term, e.g. due to unre-
solved status issues. Once
the constitutional constella-
tion and the SAA procedure
for Serbia and Montenegro
have been arranged, Kos-
ovo would be a prime can-
didate for a SAA minus with
reduced conditionality and
reduced but effective assis-
tance and benefits.

SAA Plus: Conversely, the
logic of conditionality re-
quires that each country’s
“graduation” from SAA to
candidate status depends
on the reform criteria of the
SAA, not on the planned
duration of the SAA. The
separation and sequencing
of SAA and candidate
status, however, is not vio-
lated by selectively “mirror-
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ing” relevant pre-accession
instruments and  offering
them to the more advanced
SAA states, e.g. screening
for the adoption of the Ac-
quis, certain economic in-
struments and assistance
for administrative capacity-
building. Eventually, this
SAA Plus approach might
significantly  shorten the
actual phase of accession
negotiations and strengthen
the country’s “locomotive
role” within regional co-
operation.
Cross-Conditionality: Co-
herence of EU strategies for
crisis management, re-
gional co-operation and
integration implies  that
“cross-conditionality” can
be applied more vigorously
and transparently: Non-
compliance with interna-
tional obligations (ICTY,
Res. 1244 or Dayton) could
be linked to progress in the
SAP.

Interim  Incentives: The
projected duration of the
EU integration process for
the Western Balkans re-
quires stages within the
SAP, marked by distinct
reform conditions and in-
terim incentives for individ-
ual SAA countries. Interim
incentives might involve

the lifting of visa regimes
or specifics of the free
movement of peoples,
goods, services and capital.
Pan-European Benefits: In
view of a projected Euro-
pean finality including the
Western Balkans, some
exclusive EU benefits can
be turned into “pan-
European” benefits to
strengthen  regional and
European solidarity, without
violating SAP conditionality.
Citizens from the region
could qualify for EU educa-
tional programs and for
staff positions at the EU.
Information campaigns
about the EU ought to n-
clude the region on equal
footing, and observer
status for the states in the
European Parliament or the
next Inter- Governmental
Conference might be worth
considering.

In conclusion, what may
have worked reasonably
well in the Eastern
enlargement process re-
quires additional en-
devours in the case of
Southeastern enlargement
due to the qualitatively and
quantitatively different
challenges posed by this
region. A consistent Agenda
for Southeastern Enlarge-

ment after 2004, including
the establishment of an
Informal Consultation
Council to provide the
much-needed strategic and
institutional coherence and
orientation under EU lead-
ership, as well as an en-
hanced Stabilisation and
Association Process, will be
needed soon, in order to
secure a credible Balkan
trajectory to Europe.

The article is an updated
version of the executive
summary and recomme n-
dations in: Wim van Meurs,
Alexandros Yannis, The
European Union and the
Balkans. From Stabilisation

Process to Southeastern
Enlargement (Gutersloh:
Bertelsmann Foundation,

Sept. 2002), the result of a
joint project of the
Bertelsmann Foundation,
the Hellenic Foundation for
European and Foreign Pol-
icy (ELIAMEP) and the Cen-
ter for Applied Policy Re-
search (CAP).

Wim van Meurs is a senior
research fellow at the Cen-
ter for Applied Policy Re-
search in Munich.

Regional Cooperation and Cracking Down on Organized Crime:

Europe in the Balkans

By Jovan Teokarevic

The assassination of the Serbian Prime Minister Zoran Djindjic demonstrated that economic
and political reforms cannot be carried out without reducing the influence of organized crime.
Jovan Teokarevic argues not a step further can be made in European or regional integration as
long as the dark shadows of the past continue to conceal a different and better image of Ser-

bia.

Apart from other conse-
quences it will most likely
produce, the assassination
of the Serbian Prime Minis-
ter Zoran Djindjic will also
affect the prospects of re-
gional cooperation and in-

tegration in the Balkans. Of
three levels from which
those prospects could be
assessed—the national, the
regional and the Euro-
pean—the first one seems
to be the most important.

7

For the citizens of Serbia
the assassination of Djindjic
was a brutal awakening
from the illusion that re-
forms, in the aftermath of
MiloSevic’s dictatorial and
criminal regime, would be
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easy and would not de-
mand too much energy,
sacrifice or time. If we were
all seduced by the peaceful
transition to democracy in
October 2000, after the
assassination of 12 March
of this year we have lost
any right to fool ourselves:
the shortcuts to a better
future perhaps do exist, but
definitely not without facing
our own past. And that past
is worse than our public
wants to know and admit,
and stronger than we all
thought. Precisely because
of that only the struggle
against its essence—
organized crime—could
constitute reformist policy
in our country today.

This development does not
mean, of course, that other
aspects of reform should be
marginalized. It does mean,
however, that reform in
other areas will be denied
and rendered meaningless
without a systematic and
ambitious effort to intro-
duce the rule of law. One
should be very clear: not a
step further can be made in
European or regional inte-
gration as long as the dark
shadows of the past con-
tinue to conceal a different
and better image of our
country, one that had been
advanced among other by
Zoran Djindjic. The Balkans
and Europe are rightfully
asking for a credible part-
ner from Belgrade and
Podgorica whom they say
they want to support. At
this moment, to be credible
for cooperation means at
least two things: to have an
ambitious and realistic vi-
sion of your own path to
the future, and to be dedi-
cated to reforms without
reserve. If our future could
be Dbriefly described in
terms of EU membership,
the immediate task in front
of us is the consolidation of

democracy. And this con-
solidation seems impossible
without the eradication of
extra-institutional forms of
power, which have so far
especially characterized the
state of affairs within the
police, the army and judici-
ary—certainly the  most
sensitive and equally the
most neglected areas in the
post-MiloSevic era.

A State of Strong Insti-
tutions

Although today regional
cooperation can in no way
be reduced to the relations
between states, it could
also hardly exist without
states, strong due to their
functioning institutions
rather than the power they
wish to accumulate. Such a
state, not only and not pri-
marily because of regional
cooperation, is to be built
not only here, but all around
our region, as well.

It seems that a wide societal
consensus on this is not so
difficult to reach, at least
judging from the vast political
mobilization of Serbia’s citi
zens for the struggle against
organized crime.

This kind of support can grow
additionally, if adequately
supported in tumn from
abroad. The lack of political
will needed for the struggle
against organized crime, here
and in other Balkan states,
could however continue to be
a problem, as could inade-
quate reform management.

As for regional cooperation
and integration in  recent
years, our country has really
become the region’s leader,
judging by the dedication and
numerous  initiatives  under-
taken by our diplomatic corp.
One should recall this with
pride, particularly on the eve
of the summit of heads of
Balkan states and govem-
ments scheduled for the be-

ginning of April in Belgrade, at
the end of our year-long
presidency of the Process of
Cooperation in South East
Europe. We are, nevertheless,
more active than our
neighbors within a context
strikingly characterized by the
very absence of enhanced
cooperation.

Due to this feature, the Bal
kans does not exist as a
unique region.

The inherited dividing lines
are additionally strengthened
by new ones originating from
the different pace of Euro-
Atlantic integration among the
states.

Functional ties

There are two ways to m-
prove the level of coopera-
tion and integration in our
region. Functional coopera-
tion is one of them, the
essence of which is putting
all big unresolved issues
aside, while pushing for
cooperation in economy
and other areas of practical
significance for people on
either side of the border.
The assumption is that in
this way cooperation will
keep growing, getting
deeper all the time, in the
same way in which the
European Community be-
gan to develop in Western
Europe half a century ago—
by taking small steps and
keeping the grand vision
alive. The signing of nu-
merous bilateral free trade
agreements, followed by
similar initiatives in other
areas, like energy, traffic,
Euroregions, has brought
good initial results in recent
months, particularly within
the framework of the
Stability Pact.  Although
major success is still to
come, cooperation has also
been initiated among the
police, customs and
judiciaries of the region in
the struggle against crime,
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against crime, i.e. in the
struggle against not only a
common evil but the big-
gest transborder phenome-
non in the region, too.

In the long run, significant
results might not come
about unless this functional
approach is followed by
another general and paral-
lel approach to the Balkans.
It should be promoted by
the international commu-
nity, as a strategic re-
sponse to two prob-
lems/specificities of  the
Balkans. In comparison
with other parts of post-
communist Europe, all
states in the Balkans share
two things: under-
development and in-
security. That is why their
resolution should rely nei-
ther on initiatives from be-
low, nor on the current
balance of power in any
country, i.e. on things of
crucial importance within
the functional approach.
The alternative asked for
here should not be read as
an international protector-
ate over the region. Rather,
it should be a strategy

shared by the nternational
community and the Balkan
peoples, and they would
both be responsible for it.
One of the most interesting
elements of this strategy
should be regional coopera-
tion and integration.

Security Community

Such a “big picture” ap-
proach could at the same
enhance regional co-
operation and integration in
another way: the creation
of a so-called «security
community», in terms of
the well-known  political
scientist Karl Deutsch. The
three criteria he had identi-
fied for the post-WWII se-
curity community in the
Western part of the world
are valid in the present
Balkan context, too. The
security community exists if
governments in the region
share common values, if
their behavior could be
predicted and if there exists
the possibility for an effi-
cient joint reaction to the
crisis. These standards are
obviously quite low, but

even as such they are diffi-
cult to comply with nowa-
days. The region still lacks
regional institutions and
enough political will for
cooperation, while there is
an abundance of mutual
prejudices, impermeable
borders and other obstacles
of every possible kind.

The formula, which com-
bines the principles of the
functional approach with
those of the security com-
munity, reaffirms the model
of integration in Western
Europe from half a century
ago, with all the necessary
current Balkan specificities.
This is a “Europe in the
Balkans” formula, the suc-
cess of which will, of
course, ultimately depend
on the work we put into it.
The crisis triggered by the
assassination of the Serbian
prime minister tends to
minimize what little coop-
eration there is. This event
should be used as a cata-
lyst for greater cooperation
in the Balkans.

Jovan Teokarevic is the
director of the BeCEl.

The Stabilization and Association Process in Bosnia and Herzego-
vina: A Long Road Ahead

By Maja Krizanovic

Due to the complex nature of Bosnia-Herzegovina, European Integration has been governed by
complex structures and frequently delayed. Maja Krizanovic argues that steps towards a
stronger Bosnia state, such as the creation of an internal Bosnian market, need to be taken to
avoid Bosnia lagging behind in the integration process.

Bosnia and Herzegovina’s
Stabilization and Associa-
tion Process for the mem-
bership in the European
Union began around four
years ago. It could hardly
be said that Bosnia and
Herzegovina has made sig-
nificant progress since
then. The problems facing
Bosnia and Herzegovina are
numerous. Besides the hor-

rible war that destroyed the
country’s human, natural,
industrial, and other re-
sources and infrastructure,
Bosnia and Herzegovina is
facing an extremely compli-
cated state structure and a
lack of political will. Despite
the decision of the Council
of Ministers of Bosnia and
Herzegovina to initiate the
process of the accession to
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the EU in 1999, the follow-
up strategy to implement
this decision was never an
issue at the Council of Min-
isters or Parliament ses-
sions.

In the last decade, the
state has become ex-
tremely weak and not self-
sustainable. It is currently a
half-protectorate with
enormous debts. In addi-
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tion, Bosnia and Herzego-
vina does not have a prop-
erly developed infrastruc-
ture to support the Euro-
pean integration processes.
The complicated state
structure which incorpo-
rates four levels of gov-
ernment (state-level, two
entities, ten cantons and
the District of Brcko) has
also resulted in divided
internal market.

European integration and
regional co-operation con-
stitute a unique opportunity
for Bosnia and Herzego-
vina. The Stabilization and
Association Process (SAP)
as the first step on the road
to membership in the EU
could significantly help
Bosnia and Herzegovina
recover its economic and
political stability. EU assis-
tance here has two as-
pects: 1. direct aid from
the EU to Bosnia and Her-
zegovina, and 2. regional
cooperation, supported by
EU aid.

Step One: Consultative
Task Force

The EU Declaration of Bos-
nia and Herzegovina,
signed on 8 June 1998,
initiated a new phase in
relations between Bosnia
and Herzegovina and the
European Union. This
document initiated the im-
plementation of the general
and specific conditions of
the regional approach of
the EU to the countries of
the western Balkans.

Bosnia and Herzegovina,
like other countries in the
region that are potential
candidates for EU member-
ship, has to complete both
the process of stabilization
and of association. For this
reason the path to full EU
membership will be longer
and more complex for Bos-
nia and Herzegovina and

the other countries of the
Western Balkans than was
the case with other acces-
sion candidates.

One of the major aims in
the stabilization process for
Bosnia was fulfilling the
conditions from the Road
Map. The Road Map is di-
vided into three Ilarger
units:

-Respect for human rights,
democracy and rule of law;
-Political measures;
-Economic measures.

The Consultative Task Force
(CTF) offered operative
support for the Road Map.
This joint body, comprised
of EU and Bosnian experts,
was set up to formulate
recommendations, which
were communicated to the
state authorities in Bosnia.
The Consultative Task Force
began work on 10 June
1998 in Brussels. The CTF
established an internal
market monitoring group
and several working groups
with the aim to establish a
sustainable Bosnia and
Herzegovina and develop
instruments for  bringing
Bosnia closer to fulfilling
some technical precondi-
tions for closer cooperation
with the EU.

There have been eleven
plenary sessions of the CTF
and it took more than two
years for the Road Map to
be proclaimed as satisfac-
tory by European Commis-
sion.

The conditions set out in
the Road Map were ulti-
mately met in 2002. Cur-
rently Bosnia and Herzego-
vina is expecting the an-
nouncement of the begin-
ning of a Feasibility Study,
the next step in the SAP.
The study, an enormous
task to be drafted by the
European Commission in
cooperation with the Bos-
nian leadership. First, the
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commission sends a ques-
tionnaire to the main co-
ordinative body in the
country comprised of three
main areas—political, eco-
nomic and relating to the
ability to assume specific
obligations resulting from a
Stabilization and Associa-
tion Agreement. It is ex-
pected that this question-
naire will contain some 300
questions. This is particu-
larly difficult for Bosnia as
the country still lacks many
state level institutions that
would facilitate coordina-
tion. Second, the replies go
back to Brussels, resulting
in the commission issuing a
report in response to the
answers given, in which is
will arrive at a positive or
negative assessment of the
process.

The Bosnian infrastruc-
ture for the SAP

An important aspect to m-
plement the conditions of
the SAP is infrastructure
that will support all neces-
sary activities and areas of
concern. Such infrastruc-
ture and all activities that
go along with it are greatly
underdeveloped. In order
to institutionalize this Proc-
ess, the Ministry of Euro-
pean Integration of Bosnia
and Herzegovina was es-
tablished in 2000. During
the mandate of the Ministry
and CTF, the adoption of
legislation and establish-
ment of institutions at the
state level were severely
obstructed by the entity
representatives in the
working groups. This ob-
struction occurred even in
the case of strengthening
state-institutions that were
part of the EU Acquis.

With the establishment of
the new government this
year, the ministry has been
reorganized into the Direc-



European Balkan Observer

Vol. 1, No. 1 April 2003

torate of European Integra-
tion under the Prime Minis-
ter’'s Office with the aim of
enhancing the attention
given to European Integra-
tion. At present, this Direc-
torate is supposed to be the
main coordinating body in
the country.

The terms of Reference of
the Directorate have, how-
ever, not been completed
yet. Some issues that were
under the mandate of the
ministry have been abol-
ished and some new ones
have been added (for ex-
ample, the Stability Pact
initiative was administered
by the Ministry of European
Integration which is now a
directorate of the ministry
of foreign affairs). Three
main areas of concern that
have been addressed by the
Law on Ministries and Other
Administrative Bodies of BiH
are: law  harmonization,
coordination of EU aid and a
strategy of integration.

In addition to the director-
ate, the activities of the
European integration
process are supposed to
be supported by several
other state institutions.
When it comes to export
to the EU, some of the
institutions have already
been established and
those are the Institute for
Accreditation, the Insti-
tute for Standards, Me-
trology and Intellectual
Property on the state
level and the Veterinary
Office under the Ministry
of Foreign Trade and Eco-
nomic Relations of Bosnia
and Herzegovina. These
institutions are intended
to support, for example,
the prior chapters of the
White Book in establishing
a single economic market
in the country (Chapters
2, 5 and 12: Free Flow
and Safety of Industrial
Products, Agriculture and

Public Procurement).

The problem encountered
is that those institutions
are facing a lack of ade-
quately trained staff for
creating a legal frame-
work as the pre-condition
to conclude for example,
a series of PECA (Proto-
cols on European Confor-
mity Assessment) Proto-
cols, market surveillance,
qualifying for the CE

mark—a homogenization
of various individual
European standards into

one set of standards for
the entire European Un-
ion—and so on.

The main financial in-
strument to support the
SAP is the CARDS pro-
gram of which Bosnia and
Herzegovina became a
beneficiary in 2000, to-
gether with Croatia, Ser-
bia and Montenegro, Ma-
cedonia and Albania. Be-
sides the regional CARDS
program, there are na-
tional CARDS programs.
The national program for
the period 2002-2004 for
Bosnia and Herzegovina
includes five priorities:
stabilization and democra-
tization, development of
human recourses in the
institutions, economic and
social development, envi-
ronment and natural re-
sources, and justice and
home affairs. The budget
for this program is €465

million. The institution
that will be responsible is
the state Ministry of

Treasure and it is ex-
pected that this Ministry
will be under direct moni-
toring of EC.

A Black Hole?

There are numerous chal-
lenges Bosnia’s EU acces-
sion process, such as posi-
tive conclusion of the Fea-
sibility Study, signing the
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Stabilization and Associa-
tion Agreement, the Na-
tional Program of Adoption
of the Acquis Communau-
taire, negotiations on cer-
tain Acquis chapters and,
finally, the  membership
itself. While some
neighbors are a step or
two ahead (Croatia, Mace-
donia), there is the danger
that Bosnia and Herzego-
vina is wasting time and
money and trying the pa-
tience of the EU while at
the same time lacking (not
able to establish) even a
single administrative and
economic space. The lack
of adequate state structure
reinforces this. The enti-
ties-level governments
have adopted more laws
and regulations than the
state level government
and, in the most cases, the
entities are function inde-
pendently with almost no
cooperation and no har-
monization among them,
while the state level re-
mains weak.

The divided market of Bos-
nia and Herzegovina could
be united through the in-
struments of the Stabilisa-
tion and Association Proc-
ess and the White Book
directives. CARDS is offer-
ing generous support in
financial means. If Bosnia
and Herzegovina does not
take advantage of this op-
portunity, it is hard to
imagine how the country
could survive the global
competition. The only al-
ternative would be for
Bosnia and Herzegovina to
become a black hole in the
region.

Maja Krizanovic is a tempo-
rarily member of the Com-
mission for drafting the
Book of Rules for Director-
ate of European Integration
in Bosnia and Herzegovina
and an EU Trainer.
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Responsible Disengagement: the
Bosnia-Herzegovina

By Tobias K. Vogel

International

Community in

The involvement of the international community in Bosnia over the past decade has been
mostly dictated by external concerns and rarely by domestic concerns. Tobias Vogel argues
that now that international organizations are considering their ‘exit strategy’, it is time to think

about the legacy of the international involvement in the country.

When international  civil
servants began arriving in
Sarajevo in early 1996,
they came to implement a
peace agreement whose
main dynamics were
driven by external con-
cerns and agendas. Today,
their impending departure
is determined by similar
factors—factors that have
little to do with the situa-
tion on the ground.

The first High Representa-
tive, Carl Bildt, arrived
with a briefcase containing
$210,000 in cash. Since
then, up to $15 billion in
international funding has
been spent on the physical
and political reconstruction
of Bosnia and Herzego-
vina, most of it allocated
based on international
priorities with little input
from local government or
civil society. In many
cases, sidestepping local
structures was critical to
the success of such initia-
tives since both the gov-
erning and the governed
were frequently opposed
to social reform, the re-
turn of refugees, and the
reintegration of the coun-
try. This situation is
changing gradually, a
change that is increasingly
shaping the way interna-
tional actors in the field
design their interventions.
However, the growing in-
volvement of government
at all four levels—the cen-
tral state, the two entities
(plus the Brcko District),
the cantons, and the mu-
nicipalities—in areas that
have traditionally been the

preserve of international
agencies, is part of an exit
strategy rather than a
strategy of sustainability.
In the same way that the
initial involvement of the
"international community"
in Bosnia (and later, in
Kosovo) was driven by the
peacemaking imperative
rather than a genuine con-
cern for effective institu-
tion-building, its gradual
withdrawal is driven by
the imperative of re-
trenchment. Depending on

the operational definition
of the innocuous term
"necessary", President

Bush's recent formula for
a post-war Irag—"we will
remain in lraq as long as
necessary, and not a day
more"—applies to Bosnia as
well, providing a post-
imperialist spin on a mini-
malist approach to post-
conflict reconstruction.

At the same time, it is by
no means clear whether the
moral obligation of the "in-
ternational community'—
that is, those powers that
let the war proceed un-
checked for forty-two
months, resulting in a
quarter million dead and
two million displaced—
extends through today,
and if so, where it will
end. It is no doubt in the
enlightened self-interest of
the main actors, notably
the European Union, not
to let the region slip back
into chaos or complete
destitution. But does this
precept really include the
wholesale social and politi-
cal reconstruction  that
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places like Bosnia, Kosovo
or Albania seem to require
if they are ever going to
be plausible candidates for
European integration? Is it
really the task of the
Western European tax-
payer to provide funds for,
say, the functioning of
Bosnia's Statistics Agency
or its Department for Civil
Aviation?

The response one is most
likely to get from today's
peacebuilders is a qualified
"no". On the one hand,
there is no political or
moral obligation for the
European Union and its
members to ensure the
functioning of each and
every state institution in
Bosnia, especially given
that many of Bosnia's gov-
ernment functions are
duplicated down the vari-
ous levels—a situation that
is clearly unsustainable, as
a recent World Bank study
points out. On the other
hand, functioning political
institutions are in many
respects a precondition
for stability and a modi-
cum of prosperity, or even
just for the prevention of
a descent into wholesale
destitution.

Institutional Self-
Interest and Legacies

This reasoning is rein-
forced by a healthy dose
of institutional self-
interest, notably with in-
ternational agencies in-
volved in the return of
refugees. They are fight-
ing to preserve the gen-
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erous budget allocations
from their headquarters
to which they grew accus-
tomed during seven years
of "Annex 7 implementa-
tion" (Annex 7 of the Day-
ton accords spells out the
right to return). Interna-
tional NGOs, of which
there are still a rather
large number in Bosnia,
face similar institutional
incentives to prolong their
presence.

Many institutions have
begun thinking in earnest
about their legacy on the
ground, and the timing
and manner of their de-
parture. The "Return and
Reconstruction Task
Force" or RRTF, a joint
endeavor by the Office of
the High Representative
and the UN High Commis-
sioner for Refugees, has
just had its disengage-
ment strategy approved
by the "Peace Implemen-
tation Council”", a body
whose members include
the main sponsors of the
Dayton peace accords,
providing for its phase-
out by December 2003.

The Dayton- mandated
"Commission for Real
Property Claims", or

CRPC, will cease opera-
tions around the same
time and hand over its
massive restitution data-
bases to local authorities.
Even the UNHCR will have
to drastically re-focus its
activities in Bosnia and
concentrate on its tradi-
tional core mandate of
legal protection for asy-
lum-seekers, ending ten
years of "mission creep”
in the Balkans.

The most dramatic depar-
ture to date has been the
replacement of a UN-led
"International Police Task
Force" with a scaled-down
force under the aegis of
the European Union. This

resulted in a net loss of
approximately 1,400 in-
ternational and 1,650
national staff positions. A
back-of-the-envelope cal-
culation of the direct eco-
nomic loss is indicative of
the economic impact, es-
pecially in Sarajevo.

A very conservative esti-
mate of the loss in local
spending of international
staff (estimated at $1,000
per person and month)
and income of national
staff (at $600) amounts
to $2.4m per month, a
staggering sum in the
context of Bosnia's im
poverished economy—
especially given the fact
that most Bosnian em-
ployees of international
organizations support
entire families with their
salaries. This total, more-
over, does not nclude the
local maintenance ser-
vices for the UN's massive
vehicle fleet, the trickle-
down of frequent interna-
tional trips through Sara-
jevo airport, the rent for
office space, and many
other expenses.

Implications of Disen-
gagement

What are the implications
of disengagement for the
local authorities? The grad-
ual withdrawal of post-
conflict agencies like the
RRTF or the CRPC heralds
the arrival of a politics of
the normal, at a time when
the country has barely be-
gun functioning as a unified
state. Hopeful develop-
ments in the integration of
Bosnia—including the crea-
tion of a State Court, a
unified State Border Ser-
vice, and possibly the in-
troduction of a country-
wide VAT this year, im-
posed by the international
"High Representative"—
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stand in contrast with a
continuing reality of sepa-
ration that bodes ill for its
economic and political de-
velopment and its chances
for eventual integration into
the European Union. Local
power structures seem to
understand this quite well,
despite a return to power of
the main nationalist parties
on all sides. They seem to
have become more recep-
tive to the painful adjust-
ment measures suggested
by the International Mone-
tary Fund and the World
Bank, outlined in the na-
tional Poverty Reduction
Strategy Paper. But does
Bosnia have the re-
sources—human, social,
economic, and moralto
implement such a strategy?
The choice for Bosnia's n-
ternational overlords is
clear-cut: to pass on power
to unreformed local struc-
tures, thereby strengthen-
ing those forces that are
most invested in preventing
the politics of normality, or
to accelerate reform allow-
ing the permanent exit of
the peacebuilders. Thus,
the wish to leave might in
fact contribute to a more
functional Bosnia.

This choice is mirrored by
the heavy responsibility
that Bosnia's traditionally
unaccountable politicians
face now.

Breaking the Deadlock

Reform measures, if im-
plemented, will seriously
threaten the power base of
entrenched interests in
Bosnia. This is especially
true at the lower levels of
government, which were
instituted under Dayton to
allow for local, de facto
ethnic, self-rule, but ex-
tends right to the top of
national government as
well. That the demotion of
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obstructive political factions
is possible was demon-
strated by the internation-
ally engineered fall, some
time ago, of Edhem Bicak-
cic, a powerful Bosnian
Muslim leader, and Ante
Jelavic, a Bosnian Croat

hardline politician. But does
the “international commu-
nity”, at a time when it
seems preoccupied mostly
with itself, have the stam-
ina to see through a simi-
lar, across-the-board attack
on the power bases of Bos-

nia's political godfathers?

Tobias K. Vogel is a Re-
search Associate of the
International Center  for
Migration, Ethnicity and
Citizenship in New York and
lives in Sarajevo.

The European Bet
By Ana Dinescu

The debates and disputes between ‘old’ and ‘new’ Europe over supporting the United States in
the war against Iraq shed a light on deeper division across the continent. Ana Dinescu high-
lights more profound uncertainties of European identity and the need to have a Europe-wide
debate on a shared European project.

The building of the new
Europe must no longer be
considered in terms of

obsolete Cold-War con-
cepts such as Eastern
versus Western, Balkans

versus Occident, and an
important contribution to
that process must come
from the part of academic
circles on both sides of
the former Iron Curtain.

Beyond the political and
on-the-spot "redefini-
tions"—such as the recent
remarks of US Defense
Secretary, Donald Rums-
feld, about the "new" and
"old" Europe—all the
European countries must
abandon the old 18" cen-
tury idea of evolution in
terms of culture (classify-
ing the countries hierar-
chically on the basis of
their emulation of the
Western-centered model
of culture) and to think
together toward a com-
mon future. That “evolu-
tion-based” framework
used in the present con-
text states that, before
being considered "full-
members” of Europe, with
the European Union as its
institutional symbol, the
new-comers, i.e. the ap-
plicant  countries, must
first be successful in a

"de-barbarization” proc-
ess, a period of "de-
contamination" of  their

cultural traditions and all
other "bad habits". For
many Westerners, these
"cultural  traditions” are
often associated, as has
been pointed out by Karl
Kaser of Graz University,
with the black market,
corruption, folklorism,
ethnocentrism and fragile
political institutions. Such
a pattern must be forgot-
ten during shorter or
longer periods of stays in
"lazarets" as in the Middle
Ages, where sailors spend
time in quarantine, to
ensure that they do not
carry contagious diseases,
the gates of the Europe.
Such changes can take
place, according to Kaser,
only in a more open and
sincere  dialogue among
the countries of Europe,
at various levels, includ-
ing academia.

Europe, still to be rebuilt
from the ashes of the Cold
War, needs a new "Welt-
anschauung”, which can
be provided only through
interdisciplinary dialogue
among specialists from
different areas of study:
history, anthropology,
political science, linguis-
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tics, etc. The dialogue
must not be interrupted
due to current interna-
tional policy disputes re-
lated to the Iraq crisis.
The split—more or less
artificial—has been cre-
ated in recent months
between different Euro-
pean countries because of
their support for a led-US
war in Iraq.

The future of the region is
shaped by the European
Union, it is true, but the
differences are still deep
regarding the ways in
which the enlargement
process will take place
and the time required to
fulfill the technical criteria
for accession. Some coun-
tries, like Romania and
Bulgaria, have already
specified a date when
they expect to become full
EU members (January 1,
2007). Some are already
included in the first wave
of accession while others
are still developing a
proper European acces-
sion strategy. After Com-
munism and the conflicts
following 1989, especially
in the former Yugoslavia,
new differences emerged
or, at least, gained
strength. New identities
are in the process of
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transformation. Bulgaria—
the only country from the
region that fully accepts
its "Balkan" identity—tried
to establish itself as the
counterpart to the former
Yugoslavia, supporting the
NATO intervention in Kos-
ovo in 1999. Greece and
Macedonia are still trying
to engage in a bilateral
dialogue focused on the
future and not on a con-
flicted past. Serbia is try-
ing to recover from its
traumatic recent history
of stigmatization and is
still looking for a better
formula to reconcile its
Serbian identity with its
rediscovered European
identity. Romania is
pressed to choose be-
tween Europe and its new
US electoral affinities" in
the political and geo-
political frame, fully as-
suming its European and
Latin identity. Turkey's
place in Europe is put into
question: Is Europe ready
to accept a Muslim iden-
tity as part of its common
heritage?

Most of these countries
are also facing another
challenge to their identity
from the inside: national
minority problems on one
side, and the problem
related to migration from
the countries of the for-
mer Soviet Union and
Muslim countries, on the
other. The European Un-
ion itself is confronted
with immigrants,  mainly
from the East and South-
east, which have often
been perceived by Euro-
pean citizens as a threat.

The “Paternalistic”
Language of the EU

The reinforcement of na-
tionalism in Europe, the
frequent "paternalistic"
language of the European

Union and the lack of a
common  European  per-
spective—including both
the East and the West in a
coherent way—could con-
demn the EU to the fate
of the Austro-Hungarian
Empire, as was suggested
by the Swiss scholar,
Francois Ruegg from Fri-
bourg University. It
means that, eventually,
lacking a solution for the
present communication
and representation prob-
lem of the Union among
its member countries, the
EU might face an implo-
sion from within which wiill
ultimately  break-up the
organization as such.

This view is perhaps a
little bit exaggerated, we
think, stemming from the
genesis of the EU itself,
which was created as a
free association of mem-
bers who accept, of their
own accord, the European
set of values and, subse-
quently, the European
philosophy laid out in the
Acquis Communautaire.
The EU is not a Volkerk-
erker (prison of peoples),
mainly because every
member state can at any
time decide to leave the
organization. But, the
"paternalistic language”
emanating from  Brussels
frequently  reminds  citi-
zens in the former War-
saw Pact countries of an-
other kind of "paternal-
ism", that of Soviet times.
For this reason, the
enlargement can also be
viewed as a process of
communication between
Brussels and the capital
cities of the candidate
countries. And, more im-
portantly, one has to
think beyond the Euro-
pean Union as a structure,
focusing more on what
the concept of "Europe"
means now, more than a
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decade after the fall of
the Iron Curtain.

From the East, as well as
from the West, the situa-
tion looks very complex.
At the first glance, it
might be only a problem
of the ruling elites from
both parts of Europe who
are not prepared to face
the challenges of a situa-
tion in a Brownian
change, or, as in the case
of the East, are still think-
ing in terms of mentalities
(not sure what this
means). But the problems
are more profound: There
is a deep lack of under-
standing from both parts
of Europe that can be
overcome through com-
mon projects dealing with
various issues—civil soci-
ety building, academic
cooperation, common re-
search projects etc. It is a
bet with the future, one
where the past, in most
cases, has only a negative
value: showing the mis-
takes that must be
avoided.

This analysis is based on
discussions at the 2% con-
ference of the Interna-
tional Association for
Southeast European An-
thropology (INASEA) in
Graz, Austria, 20-23 Feb-
ruary 2003.

Ana Dinescu is a journal-
ist at the Foreign Affairs
Desk of Romanian daily
ZIUA.
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Romania: Change will not happen

By Matei Paun

Delays in the Romanian transition to a functioning market economy and democracy are caused
by an incomplete party system. Matei Paun suggests that political elites should be held ac-
countable for the slow transition process.

Real and profound politi-
cal and economic change
will not happen in Roma-
nia in the foreseeable
future. Change cannot
happen. Any hopes to the
contrary result in nothing
more than furthering de-
lusions about the future.

By change, one means
reform, a positive trans-
formation towards “West-
ern” ideals of democracy,
free markets and personal
responsibility and choice.
It is naive to expect Ro-
mania’s existing political
class to change for the
better. Such a request
would be akin to asking
them to commit mass
political suicide—and who,
in their right mind, would
commit such an act of
folly?

In a political landscape
devoid of ideology, any
step towards real positive
change can only a@cur on
the basis of personal ma-
terial sacrifice—an
unlikely choice in one of
the poorest countries in
Europe, crawling out from
under several decades of
Communist rule.

One cannot expect change
from within to occur spon-
taneously. It can only be
imposed from within
through electoral change,
or from without through

foreign intervention or
influence. In a political
landscape lacking any
ideology, tribal interests

dominate and lead, in-
variably, to a world where
horse-trading political
favors for economic gains
fills the ideological void.
This is clearly illustrated

by Romania’s recent his-
tory.

The Weakness of the
Party System

In the last dozen years,
no leading Romanian poli-
ticians have put forth any
notions of political ideol-
ogy, either left or right.
Elections are won on the
basis of personal cha-
risma, manipulation of the
media, and populism. In a
society where economic
survival itself is the main
objective of the masses,
material progress is
quickly sacrificed in the
name of preserving the
status quo.

In such a social/political
environment, it is no won-
der that there is a real
absence of a bona fide
domestic political
opposition. As such, there
is little objective hope for
an internal impetus to-
wards real effective politi-
cal change.

Currently, the so-called
opposition, comprised of
the Democratic and Lib-
eral Parties, has little rea-
son to effectively oppose
the governing Social De-
mocratic Party. While the
Liberals make a weak at-
tempt at laying claim to a
“liberal” ideology, strong
internal factions dominate
them, guided by clear
economic interests. On
numerous occasions, they
have shown themselves
more than willing to cut a
deal with whatever cur-
rent government so as to
maintain the lucrative
status quo, which is the
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source of their economic
power. Once upon a time,

their current leader,
Theodor Stolojan, was a
Socialist-supported pre-

mier who confiscated all
hard currency holdings in
a distinctly anti-free-
market solution to Roma-
nia’s very real economic
problems.

The Democrats are, like-
wise, no different.
Theoretically socialist,
they are on opposite sides
from the ruling socialists.
Once again, personal ri-
valries and economic in-
terests have turned this
party into a loose group
of different factions vying
for economic power.
Considering that, a
decade earlier they had

marched shoulder to
shoulder with lliescu’s
socialists, one wonders

what has
them apart?
On the other side of the
political spectrum, the
center right parties are
not even represented in
parliament, having  suf-
fered a humiliating defeat
in the 2000 elections.
Here as well, several fac-
tions are vying for the
middle ground, further
dissipating their influence.
In fact, Fomania is one of
the only countries in
Europe to not have the
center right represented
in parliament.

The center-right's unmiti-
gated failure to reform
Romania in the late Nine-
ties is all the more serious
in that it destroyed any
hope for an alternative to
the status quo. Ulti-

really driven
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mately, they were barely
able to differentiate
themselves from the
other faction-ridden par-
ties. Destroying hope is a
far greater crime than
confirming the worst in
human nature—as dem-
onstrated by their com-
plete rejection by the PR-
manian electorate today.
On the so-called extreme
right, the Greater Roma-
nia Party is nothing more
than a custom-made
lightning rod for disen-
chanted voters. It rarely
misses an opportunity to
effectively support  the
governing PSD, which is,
at least nominally, left of
center. The Greater Ro-
mania Party has, in fact,
played an important role
in highlighting, particu-
larly to the West, the
need for cautious, as op-
posed to daring, economic
reforms, and has served
as a helpful counterpoint
to the ruling party. Vadim
Tudor, once a salient fig-
ure in Ceausescu’s “court”
and today the party’s
leader is no Haider or Le
Pen, but rather a Zhiri-
novsky-like ideological
caricature.

The governing party itself is
split not along ideological
lines, but rather along gen-
erational ones. The PSD is
no more socialist than the
Liberals are liberal. It, too,
is widely split between a
so-called reformist wing
and a more conservative
wing. Nevertheless, reform
is ultimately in the eye of
the bkeholder, and the past
twelve years are testament
to what reform means in
Romania.

Change imposed from
without has always been

the Romanian people’s
great hope. Embodied by
the relatively short rule of
the German Hohenzollern
royal family, it captures
the same deep-rooted
yearning for principled
and effective leadership.
Today, this comes out in
unparalleled  support for
any outside alternative to
a domestic power base,
be it the European Union,
NATO, etc.

In twelve years of “transi-
tion,” Romania has
achieved what some of its
neighbors achieved in a
single year. |Its present
political class is, almost
without exception, derived
from the same ex-
Communist nomenklatura
that existed prior to 1989.
The media is largely be-
holden to the various
competing interest groups
that have evolved out of
this nomenclature. The
justice  system, corrupt
and largely unreformed, is
no more objective and
certainly no more efficient
now than it was a decade
ago.

The Power of the
Market?

Of course, one positive
aspect which cannot be
denied is the power of the
markets to influence posi-
tive change, albeit slowly.
The noticeable influx of
multinationals has created
“islands of impartiality”
where the power and
reach of the political class
and its various interest
groups cannot enter. As a
result, economic sectors
that have been opened
up, such as the cement,
telecom, real estate and
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consumer  goods indus-
tries, have also seen in-
creased transparency and
efficiency.

Nevertheless, scores of
state-owned companies—
including nearly the entire
energy sector, over a
third of the banking sec-

tor, important segments
of the steel, chemical,
mining and heavy ma-

chinery  sectors—are all
still  controlled by the
state, delivering  impor-
tant benefits to only a few
insiders. The recent Ilack
of progress in privatiza-
tion highlights the gov-
ernment’s keenness to
hold on to what it still
has, rendering the IMF
and World Bank increas-
ingly ineffectual.

For some, the “gray econ-
omy” provides an escape
from the interference of
the government and its
cronies. But this is not a
long-term solution and is,
in fact, a double-edged
sword, as it also serves
the interests of the vari-
ous groups supporting the
political class.

The purpose of this article
is not to condemn Roma-
nia to the dustbin of his-
tory, but rather to clearly
identify the real underly-
ing problems Romania is
confronted with. Too of-
ten, foreign political ex-
pediency, superficial press
reports and simple but
naive excesses of opti-
mism have led to the
promotion of ineffectual
policies.

Matei Paun is a financial
analyst based in Bucha-
rest.
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More losses than gains in the program “Phare 2000

By loana Morovan

The delays in the payments process of Phare program in Romania cost the beneficiaries big
amounts of money, which almost overtake the value of funds. As loana Morovan explores,
some managers of SMEs, which gained funds in the Phare 2000 competition of projects, have
been waiting for more than a year and a half to sign the contract and to receive the first part

of the money.

“Our product  will be
launched on the market
with a one-year delay.
When calculated the gravity
of the loss is obvious: we
could have made one client
a month, at least. Multiply-
ing 12 clients with €1.000,
the price of the software,
the result is a €12.000 loss,
which is exactly the value
of the funds we are bound
to receive,” says Catalin
Balasescu, executive man-
ager at Expert Consulting
SRL, a small company hav-
ing gained funds in the
program Phare 2000. Ex-
pert Consulting created
software for the internal
management of a company,
which should have been
launched on the market last
summer. The project’s total
value is €15.000, of which
the first 80% were received
no sooner than November.
“We have no idea why the
payment was delayed so
much”, says Balasescu.
“The main problem is that,
in the meantime, we also
lost from the variations of
the exchange rate and we
cannot pay our duties to
our  business partners”,
adds Balasescu. “And |
guess our case may be
considered a happy one,
because we applied for a
small amount of money. |
wonder how the companies
applying for €50.000 man-
aged”, concluded the ex-
ecutive manager.

This question has an an-
swer. loan Cretu, the man-
ager of the “Liftnet” com-
pany in Timisoara, solicited
exactly the amount of

€50.000 representing the
maximum amount available
for one project. In his pro-
ject, Cretu describes the
production of mobile chairs,
which function as lifts for
persons suffering from lo-
comotion disabilities. “We
completed the business
plan in 2001, when the
competition for projects
started. “No business plan
written two years ago can
be the same now. At that
moment, having no funds,
we had to use our own re-
sources. Now, the only d-
ternative is to modify this
plan, adopting fewer ex-
penses, overall, a lower
budget. Changing the busi-
ness plan, however, is
complicated. We had to ask
for the approval of the Re-
gional Development Agency
(RDA)”, explains loan
Cretu.

Facing Delays

Despite the delayed arrival
of money, the company has
not stopped its activity so
far. They have given up
some acquisitions, such as
buying computers, but they
have maintained their pro-
duction level. “Last year we
reached an almost
€500.000 turnover and we
are exporting almost 250
lifts to Germany every
month”, says engineer
Cretu. Unfortunately, ex-
penses are also very high.
“If we sum everything up,
we might conclude that we
spent over € 62.000. This
means that you must have
a pocket full of money to
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ask for Phare funds!” con-
cludes loan Cretu.

Still, the region where
“Liftnet” activates, “V
Vest”, is a region with ni
nor problems. In this part
of the country, the con-
tracts have been signed
earlier than in other regions
and the payments have
started. “In the west of the
country, we haven’t faced
any special problems and
money reached its benefici-
aries”, says Miruna Vitcu,
spokesperson for the RDA V
West.

Those institutions that sent
their projects for the “Hu-
man Resources Develop-
ment” section experience
the most unpleasant situa-
tion. The contracts have
been signed just a few days
before the deadline, the 30
November. “For the “Hu-
man Resources Develop-
ment” section no payment
has been made yet. These
contracts have been signed
too late so the money arri-
val will be delayed conse-
quently”, says Liviu Musat,
spokesperson for RDA 1lI
Sud-Muntenia. The main
problem is that this is not
the only case when the
beneficiaries have not seen
a single euro so far.

“The evaluation process is
developing quite slow,
that’s why the delays a-
cur”, explains Luminita
Mihailov, manager for RDA
Il Sud-Est. “There are usu-
ally at least six months
between the registration of
a project in competition
and the signing of the con-
tract. It is nothing unusual.
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For example, the section
“Grant Scheme for SMEs”
was launched in May 2001.
It is only in late November
2001 that the Ministry of
Development and Prognosis
approved the evaluation
report that the agency
made. Next, the report had
to be approved by the
Delegation of the European
Commission. This stretched
until April 2002. So, the
contracts started to be
signed in August 2002...but
only the first 40 projects!
The rest of them, in No-
vember 2002!”, adds Lu-
minita Mihailov.

The Importance of Phare

The Phare Programme is
the most important financ-
ing instrument for helping
the process of integration in
the European Union. And it
is also true that, with all
help from the EU, it only
depends on the candidate
countries to make the pro-
gram efficient. In the pe-
riod 2000-2006, Romania
receives about €250 million
Phare funds each year, the
second most important
amount to receive, after
Poland. At present, Phare
focuses in Romania on

three important sectors:
regional development, insti-
tutional development and
investment sustaining. In
the “Phare Annual report
2000” of the European
Commission, it says that
-While Romania achieved a
satisfactory commitment
rate on the 1998 program
which expired for contract-
ing at end 2000, little pro-
gress was made in the con-
tracting of the Phare 1999
program (deadline for con-
tracting end 2001) with
only 15% of the overall
budget allocated (€150
million) contracted at the
end of 2000. The significant
increase of funds from
2000 onwards correlated
with the low commitment
rate on the 1999 program
demonstrates that there is
a clear need to increase the
administrative capacity of
the Romanian authorities to
comply with program condi-
tionalities. The capacity to
identify mature projects for
financing will also be crucial
for programming Phare
2001 and 2002”.

Unfortunately, the ,admin-
istrative capacity” did not
prove better for Phare 2000
and Phare 2001 either. The
facts show that there are

still many problems to be
solved. As far as the re-
gional development is con-
cerned, Phare is one of the
important keys as well. The
Phare 2001lreport shows
that ,further improvements
in better aligning the Phare
Cross-border co-operation
program with Interreg were
introduced at the end of
2000, in the context of the
Communication "Phare
2000 Review -
Strengthening  preparation
for enlargement”. These
are currently put into prac-
tice in the context of the
Joint program for 2000-
2006”. In this respect, Ro-
mania is doing better than
in the other components’
case. There have been -
veloped many cross-border
projects, with Bulgaria and
Hungary, for example pro-
jects concerning the devel-
opment of the telecommu-
nications infrastructure of
the electricity companies
for the mprovement of the
data exchange or ecologi-
zation of Danube and
transportation facilities.

loana Morovan is an editor
for the economic and finan-
cial newspaper Capital in
Bucharest, Romania.
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