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WORKING GROUP REGIONAL COOPERATION

II session – Belgrade, February 7, 2007

Subject: Economic Cooperation in the Region

CONCLUSIONS AND RECOMMENDATIONS
The second meeting of the Working Group for regional cooperation identified processes significant for establishing economic links within the region of South Eastern Europe, treating them both as relevant for integration into European processes and significant for promoting economic reforms in Serbia. Analyzed were the cooperation in the field of free trade, transport infrastructure, energy and environment, as well as the regional dimension of the new pre-accession instrument IPA. Having in mind the significance of the broad use of contemporary information and communication technologies for a more rapid economic and social development, the Working Group was also informed about activities related to the development of the information society in SEE. The Stability Pact for SEE has also supported economic links within the region, and they remain a priority of the new Regional Cooperation Council.

1. Dusko Lopandic, Assistant Minister of Foreign Economic Relations, presented the single agreement on free trade in the SEE region – CEFTA 2006 and reminded of the main phases of regional cooperation in stimulating free trade in the region: the signing of the Memorandum of Understanding on Trade Liberalization in the region in 2001, the subsequent conclusion of 32 bilateral agreements on free trade, up to the signing of the new Central European Agreement on Free Trade – CEFTA, on December 19, 2006, in Bucharest.

The main characteristics of CEFTA 2006 are: the creation of a free trade area in SEE, to be established until December 31, 2010; the transfer of concessions agreed upon in bilateral agreements; removal of customs on industrial products since January 1, 2007; special customs for agricultural products defined in annexes; introduction of new fields into the agreement, such as trade in services, investments, intellectual property and public procurement, whilst the existing fields are defined in more detail; the introduction of the possibility of diagonal accumulation of origin of the product (first within the region, and afterwards also with the EU); new mechanism for conflict resolution and others.

The new agreement should contribute to political stability of the region, to its more balanced development, it should help attract the investors, the development of the infrastructure, the improvement of the business image of the region and, which is most important from the consumers’ perspective, the agreement secures cheaper products of a greater quality. Advantages created by the Agreement are the stimulation of exchange of goods in the region, stimulation of regional economic cooperation, attracting foreign investment, greater export possibilities to the EU and a contribution to the process of integration into the EU, as well as more modern and more stable conditions for regulating trade in the region, including also new fields (trade in services, investment, protection of intellectual property) etc. 

The end result of these positive developments within the region, opened by the new CEFTA, is increased competitiveness of the products and services, an increase of exports and thus of employment, which will altogether increase the living standard in Serbia and the entire region.

2. In presenting the Common energy market in SEE Zoran Vujasinovic from the Electricity Coordinating Center informed on the history and the basic characteristics of the regional energy market. As a follow-up to the so-called Athens process by which a regional energy market compatible with EU’s single market was created, on October 25, 2005, in Athens was signed the Treaty which established a regional Energy Community of SEE (ECSEE), which came into force on July 1, 2006 (Serbia is one of the signatories). The main aims of this Treaty are: the establishment of an integrated market for natural gas and electricity; compatibility and easier integration into EU’s energy market; stable regulatory and market frameworks for attracting investment; access to a stable and uninterrupted energy supply; a single regulatory space for trade in “network energy”; the enhancement of environmental protection, including energy efficiency and renewable sources of energy, and developing competition in network energy markets in the region. Signatories to the Treaty from the region undertook to implement the relevant EU regulations in the field of energy within one year after the Treaty enters into force (until July 1, 2007). An efficient integrated market for electricity includes: licenses for participants on the regional level; integrated wholesale trade; implementation of competition related rules and common planning of investments into production and transportation, which the international donors (European Commission, World Bank, European  Bank for Reconstruction and Development, European Investment Bank, the U.S.A. and other individual countries) are ready to support.

The inclusion into the regional energy community is significant for Serbia for many reasons: integration into the EU in the field of energy; a quicker mastering of EU standards; receiving financial assistance for further development in the field of energy, including investment into production and transportation facilities; and, a chance to be one of the key factors in the regional market due to the favorable geographic position.

3. Andrija Gencel from the SEE Transport Observatory (SEETO) informed about regional cooperation in the field of transport. The basic document is the Memorandum of Understanding on the development of the South East Europe Core Regional Transport Network, which was signed in June 2004 in Luxembourg and by which the regional center/observatory for transport infrastructure (SEETO) is located in Belgrade. The Memorandum of Understanding is the bases for preparing detailed five-year plans (MAP) which contain: priorities of regional cooperation aimed at the process of European integration; the data base regarding the realization of the core transport network; a program of measures for enhancing management over the core network and the list of priority projects for investment, which attracts most of the attention of the countries in the region and other participants. MAP is innovated every year for the next five years (the first one was covering the period 2006-2010, the current one is covering 2007-2011). There are annual ministerial conferences at which the guidelines and development priorities for the regional transport network are established. The last meeting was held on December 1, 2006, in Brussels. A new activity is a broad as possible exchange of information on activities on the national level, both on regional meetings and via Internet, by phone etc. Priority in financing is given to bottlenecks of regional significance (roads, border crossings), as well as to the promotion of railroad traffic and the disburdenment of road traffic (modal balance), as well as the opening of the market for transport services.

4. Marijana Vidas-Bubanja, who is presiding over the regional initiative Electronic SEE (Stability Pact for SEE), informed the Working Group about EU priorities in the filed of the information society, as well as about basic documents and activities of the SEE in this field. The broadest EU framework is the Lisbon strategy for development until 2010, which sets as the basic task the buildup of the information society for all citizens based upon a broad implementation of information and communication technologies in the public sector, the firms and households. The European Union adopted in 2005 a five-year strategy “i-2010: European information society 2010” which is to support the development of digital economy, including the development of a safe high-speed broadband network.

The contents of the eSEE initiative is harmonized with EU priorities and is aimed, first of all, at the creation of an institutional framework for the establishment of an information society in the countries of the region. At the end of 2002 the SEE countries adopted the common document, the regional Agenda for the Development of the Information Society, and the ministerial meeting which is to be held this year will adopt a new Agenda which will be harmonized with current EU priorities and conclusions of the World Summit on information (Tunis 2005). At the end of June 2005 in Thessaloniki was held a ministerial conference on the development of the information society in SEE and a new Memorandum on the development of broadband communication resources (bSEE – broadband South Eastern Europe) was signed. The most recent activity within the eSEE initiative is the establishment of an “eGovernment” center for SEE, the aim of which is to support at the national and regional level the development and implementation of the program of development of e-Management through the transfer of experience and the best solutions of the EU member states. This would complete the foundations of a strategy for development of the information society in SEE: eSEE – institutional framework; bSEE – infrastructure; ICT Forum – support for the private sector and e-Government Center – transfer of knowledge and practices. 

The Government of the Republic of Serbia in October 2006 fulfilled one of the obligations under the regional Agenda by adopting a National Strategy for the development of the information society. The obligation which was not realized is the establishment of a respective body of the government or a ministry for the development of the information society. Also, at the national level it is necessary to act in the following directions: to include a broad as possible circle of actors in the development of information technologies (highest ranking politicians, private and public sectors, research and scientific communities, etc.); to build a telecommunication infrastructure; to pass laws and work more intensively on education and personnel training.

5. Gordana Lazarevic, Assistant Minister of Foreign Economic Relations, informed members of the working group on the regional, i.e. multi-beneficiary component of the new EU’s instrument, IPA – Instrument for Pre-accession Assistance.
The new integrated financial instrument IPA includes countries which are candidates for EU membership: Croatia, Macedonia and Turkey, as well as potential candidates: Albania, Bosnia-Herzegovina, Montenegro and Serbia, including Kosovo in accordance with UN SC Resolution 1244. Since January 1, 2007, this new instrument replaced the instruments existing until then – PHARE, SAPARD, ISPA and CARDS. Within IPA there are five components: 1) Assistance for transition and institution building; 2) Regional and cross-border cooperation; 3) Regional development; 4) Development of human resources, and 5) Rural development. Potential candidate countries, including also Serbia, have access only to components 1) and 2). All components are open for candidate countries. Total funds planned within IPA for the period 2007-2013 amount to 11,565 billion Euros, and for the first three years the sum is around 4,119 billion Euros. Ten percent is allocated for regional cooperation, which in the first three years amounts to around 401 million Euros. The condition for using funds from the multi-beneficiary part of IPA is the participation of at least three countries. Regional IPA will finance structures in regional cooperation, such as the Stability Pact for SEE and the new Regional Cooperation Council which is to replace it at the beginning of 2008, as well as cooperation in the region in the following fields: development of infrastructure, judiciary and home affairs; the development of the internal market, the reform of all parts of public administration; support to civil society; education, young people and research; market economy; nuclear security and protection from radiation; and, finally, the multi-beneficiary program includes also financing of the interim international administration in Kosovo and in Bosnia-Herzegovina. On March 6th in Belgrade was held the regional meeting of beneficiaries of IPA instruments at which the European Commission presented the draft three-year planning document. The funds of the IPA regional component are managed by the European Commission, and in Serbia the coordinator for IPA is the Ministry of Foreign Economic Relations.

6. Andjelka Mihajlov, President of the NGO Environmental Ambassadors, presented the framework for regional cooperation in the field of environment. International cooperation in this field, and first of all among neighbors, is an imperative because of the cross-border nature of protection and promotion of the environment. The basis for cooperation is a number of broader multilateral and regional conventions and agreements. Particularly  important is the legal harmonization with standards and regulations of the European Union. It was assessed that the international documents and agreements are implemented slowly and inefficiently on the regional level, and that the possibilities for cooperation are not sufficiently used. Regional cooperation within the Regional Environmental Reconstruction Programme for SEE (ReREP)  whose basic aims are: building of functional institutions for the protection and promotion of the environment and the development of a stable and efficient political and legal framework harmonized with the EU standards and values; strengthening of the role of the civil society in opening access to information, the decision-making process and the strengthening of consciousness regarding environmental issues; a measurable decline of the pollution levels and efficient regional cooperation regarding cross-border problems in accordance with the obligations under the Stabilization and Association Process.

Because of the big scope of EU environment related legislation initiated was a regional project ECENA which should assist countries in the SEE region to protect the environment through efficient transposition, implementation and the implementation of the EU legislation, including also the strengthening of inspection personnel. Planned is a 1 million Euros budget for the period 2007-2009. Problems of protection and promotion of the environment are included also into projects of cross-border neighbors’ programs with Hungary, Romania and Bulgaria.

The protection and promotion of the environment is by nature a multidisciplinary and multi-sector theme and it demands a systemic strategic approach. The environmental aspect should be an integral part of all sectorial policies, which implies a continual development of the system of environmental protection. Consciousness in regard to the significance of environmental protection for a stable long-term economic development and improvement of the quality of life of the citizens is not sufficiently developed in the majority of the countries in the region, including Serbia. A systemic approach to the issue of environmental protection is the precondition also for attracting and efficient use of financial assistance. Having in mind limitations and obstacles in regard to both the concepts and the implementation in most of the countries in the region, including Serbia, it could be said that regional cooperation has reached the maximum of possible capacities. There is room for its further enhancement provided there is a harmonized approach to the problem of environment, which implies the positioning of environmental protection among the priorities of development and a continual buildup of a system of environmental protection harmonized with global and European standards and values.

Summing up the views and suggestions presented in the discussions, and having in mind the recommendations of the first meeting of the Working Group on the enhancement of the political framework for regional cooperation, the following conclusions and recommendations are proposed: 

· Economic cooperation in the region has made significant progress and it can be said that with the engagement of the EU and other international partners the region is linked intra-regionally and is incorporated into broader European processes in the field of free trade, energy, transport infrastructure and the enhancement of the investment climate. The most recent success is the signing of the new CEFTA agreement at the end of 2006;

· For the competitiveness of the economy of Serbia, in the long-term perspective, the signing of CEFTA is significant and the present problems and obstacles to its ratification and implementation should be overcome;

· It is necessary that the governmental and non-governmental sectors engage more on informing and popularization of the results of regional economic cooperation and their influence upon the life of the broader strata of the population. It is necessary to secure understanding and support of different interested groups for the realization of the overtaken obligations, some of which will in the initial period have negative consequences for certain groups of citizens (loss of jobs, rise of prices, etc.);

· For a long-term stable economic growth it is necessary to have a parallel stimulation of the use of information and communication technologies, and to work intensively on the building of an information society. SEE countries, including Serbia, should make use of all advantages offered by the information society in order to avoid further widening of the digital gap with the EU and the rest of the world. The Government of Serbia is to fulfill obligations from the regional Agenda for the development of the information society, including also the formation of a special body or ministry for the information society;

· The formation of the new government is the opportunity to pay greater attention to fields which initiate and guarantee sustainable development, such as education, science and technological development, innovations, information society;

· The level of information and the consciousness regarding protection and promotion of the environment for the sustainable economic and social development and enhancement of the quality of life of the citizens is insufficient. The Government should as soon as possible set the protection and promotion of the environment as a developmental priority and adopt an integrated program of measures and actions for a coordinated buildup of a system of protection and promotion of the environment, accompanied with a strengthening of relevant institutions.
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