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Foreword

Currently braving its most serious financial crigsdate, the EU'’s inte-
gration projects face grave challenges. Under tireent difficult eco-

nomic conditions, the question needs to be askexthehthe EU will be
able to maintain its active role in the Common kpreand Security Pol-
icy (CFSP) or become victim of a possible Europgand towards re-
nationalisation. In this regard, the EU’s stabilgifactor in regional
peace processes — in particular in the WesternaBalk- could be seri-
ously affected by the financial, economic and dar@ubles inside the
EU.

Since 2000, the EU'’s stabilizing efforts in the ge®f the Stabilisation
and Association Process for the Western Balkang Ihaped a lot to
diminish the risk of new clashes and to increaggoraal cooperation.
However, still existing problems of unfinished stiuilding in the
Western Balkans, open territorial and ethnic issdd&cult social and
economic conditions and the lack of a culture ohpoomise as well as
of political responsibility demand continued initiees of a credible and
consolidated EU. The positive, but less euphorstilteof Croatia’s ref-
erendum on EU membership in January 2012 as wetheasleclining
support for the EU in regional opinion polls indiesta more sober ap-
proach taken by South East Europe vis-a-vis EU.

This book comprises contributions from théhMorkshop of the Study
Group “Regional Stability in South East Europe’tloé PfP Consortium
of Defence Academies and Security Studies Insstusdich was con-
vened in Reichenau/Austria, from 3-5 May 2012.

Experts from within and beyond the region dealhwiite crucial issue to
which extent regional stabilisation in South Eastdpe is affected by
the EU’s internal challenges. With regards to thesWrn Balkans per-
ception, it is important whether a future EU menshg remains a
common goal, helping this part of South East Eurtmpevercome an-
tagonism and to foster cooperation. The way thasgtandling its crisis



impacts the “open issues” still to be resolvedha tegion, e.g. the Bel-
grade-Prishtina dialogue, Bosnian state-buildinggrethnic relations in
Macedonia. Additionally, the EU’s financial crisould give further

importance to the Balkan policies of other inteioal actors as the US,
Russia and Turkey.

The Study Group “Regional Stability in South Eastrdpe” has been
assessing the post-war development in the WestakaB countries and
its implications for the region and beyond sinc€@4.%mbedded in the
wider academic framework of both the PfP ConsortiamDefence

Academies and Security Studies Institutes as wellttee security-

political research in the Austrian Ministry of Dafee and Sports, its
main focus is to elaborate major conflict areas rogpose possible so-
lutions to local authorities and international astalike.

The editors are pleased to present the valued nedlkle analyses and
recommendations from the Reichenau meeting anddvappreciate if

this Study Group Information could contribute tongeate positive ideas
for supporting the still challenging processes eagebuilding in the

Western Balkans.

Ernst M. Felberbauer
Predrag Jurekow



Welcome Speech

Johann Pucher

Your Excellencies,
Ladies and Gentlemen,
Dear Friends and Partners within the PfP Consortium

One year has passed quickly since the last workehtpe Study Group
on Regional Stability in South East Europe. lta®d to see many famil-
lar faces here again at this event, which is omghiby the Austrian
Ministry of Defence in cooperation with the PfP Gortium again. |
recommend the PfP Consortium for posing once meevant and per-
tinent questions.

On the one hand, the role of the EU remains esdeioti progress in
South East Europe. On the other side, is the Eldrbbd by its internal
challenges increasingly? How much energy is lefcepe with chal-
lenges in its immediate neighbourhood, being bogtmen with its ef-
forts to overcome the financial crisis in sometsfillember States? Arab
awakening, Syria, Libya, Sahel and Middle Easte-they overshadow-
ing still existing, unresolved issues in South Eastope?

Looking from a security perspective the generaltigal processes in
South East Europe might generate a feeling of aptimCroatia being
close to EU membership, Serbia now a new EU cataidauntry and
Montenegro being close to the opening of negotation membership -
these are encouraging signals for regional coresiodid.

We take note of improved bilateral relations in tagion. Regional co-
operation is on track; however there is still rofmmfurther deepening.



The EU sponsored dialogue between Belgrade andrari&ould have
been impossible some years ago. The agreementegkaebarding the
OSCE role during the elections in North Kosovornstaer positive step.
In Bosnia and Herzegovina, the forming of a newestpovernment at
the beginning of this year has raised hopes foloeemonstructive pol-
icy of decision makers. But there is still worklte done, that will bring
this country closer to the EU candidate status.

In the military field the joint contributions of 8th East European coun-
tries to support the Military Police School in K&lshow that the region

has made progress also in that respect. The saesefgothe participa-

tion in different other international operations $guth East European
countries.

The discussion will show if you will share my gesempression: in the
last decade or so, more or less a common undenstphds been devel-
oped among the leading politicians in the regiofirtd solutions on the
basis of compromise and to exclude violent means.

Notwithstanding all these positive trends in regiopeace-building and
European integration, risks for security still remd do not want to be
alarmist. Let me share some impressions with you:

Ongoing difficulties for the political decision mats in Bosnia and Her-
zegovina to develop a common vision of state, sdive the property
iIssue, to agree on the election law, the unresaletdionship between
Serbia and Kosovo, the still tense situation in Kweth of Kosovo that
required KFOR to beef up its forces at least templyy the ongoing
ethnic tensions in Macedonia, or the blockage otédania in its inte-
gration process into Euro Atlantic structures, wiluence of Islamic
cells.

These are issues that remind us that still a dem@mob has to be com-
pleted. How can Europe be considered a relevatiagleecurity politi-
cal player, if it does not manage its problems prlypon its continent?



Austria will remain engaged, for sure. | am surat tAustria will con-
tinue to advocate for a further substantial engaggrof the EU in the
peace and integration processes.

Just some figures about Austria’s contributionspaticular in the field
of security. They underline that the Western Batktor the foreseeable
future will remain the priority region in regard p@ace support opera-
tions and other security related activities. In KE@e are the biggest
non NATO contributor, Deputy Commandant, preseinigiuding the
ORF part - 600. Austria also provides the largesitiogent for Althea.
The Commander is an Austrian Major-General, RoBegger. We ini-
tiated together with like-minded countries the dealnmaintain the ex-
ecutive mandate of ALTHEA and at the same timedorelase the foot-
print on the ground.

We have established a dense network of bilateraimihicooperation.
Through a lot of bilateral contacts with the reprgatives of the MoDs
from South East European countries we have donéexirto build up a
cooperative framework. We try to support reformgasses by providing
our experience. We stand ready to assist alsceifutiare.

Austria highly welcomes the cooperation with Solhst European
countries in international peace missions, as théscase between Aus-
tria and Croatia in the UN peace-keeping missionhenGolan Heights
or with Croatia and Macedonia in the EU BG 2012.

A similar spirit related to assistance is presenthie Austrian Ministry
of the Interior. It has provided substantial supgdor the initiation as
well as implementation of the Police Cooperatiommtion for South
East Europe.

Beside these two ministries also the contributioingther state agencies
have been very constructive and represent a pestample of a whole
of government approach. Such ministerial involvetmsrparalleled by
the Austrian economic engagement as direct investtine region. As
said already before, from the Austrian point ofwithe engagement of
the European Union - together with the contribwgiasf NATO and



other international organisation - remains a venpartant pillar in the
process of consolidating stability in the region.

During this conference, you will discuss to whateet EU’s internal
challenges or its crisis affect or could affect shabilisation processes in
the region.

. To what extent is the EU still a positive role moded important
partner for the Western Balkans or has the findrariais led to a
shrinking credibility of its stability projection?

. To which degree is the pull factor of the EU stllevant?

. Is the EU well positioned?

=  What about the different perceptions among memia¢es regard-
ing the recognition of Kosovo or maintaining the ®ldnd the ex-
ecutive mandate of Althea?

=  What is still required from EU and partner side?

. Have the post Lisbon structures made a difference?

=  Which roles have players from outside Europe?

. Is it so that the US and others do not trust thetBat it could
solve a serious crisis in South East Europe?

A lot of questions remain to be answered.

Security challenges, like organized crime, terrari€nvironmental se-
curity, cyber security and uncontrolled flows ofgmation affect Austria,
but also the countries in South East Europe. Adséhnew or traditional
challenges do not stop at our borders. Only byeasing regional and
international cooperation we will be able to acteact adequately.

| am — as in the previous years — personally lapkarward to interest-
ing lectures and discussions. Over the years,Shugly Group has be-
come an important platform of security-politicakearch in the Euro-
pean and PfP dimension for the Western Balkans.

I would like to wish you days full of mutual exclganof interesting de-

bate and dialogue. As Security-Political Directortihe Austrian MOD
with direct responsibilities for all programmes endken by our Minis-
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try in the region, | sincerely hope that your defétions might result in
some politically interesting and relevant suggestior trigger off even
initiatives.

| am very happy that this year, again, so many gspeepresenting
various institutions in the region, have convenedehin Reichenau.
Thanks for accepting our invitation. In closingisitan honour for me to
officially declare the 24th Workshop of the StudyoGp “Regional Sta-
bility in South East Europe” opened.
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Opening Address

Heidemaria Girer

| would like to thank the Austrian Ministry of Dafee and Sports as
well as the PfP consortium for having organizedhsacseminar. We
appreciate this kind of co-operation and are logKorward also to our
new projects in other regions of the world.

| thought you might be interested in an outlinetlod Austrian foreign
policy concerning the Western Balkans. Let me gtiate that the West-
ern Balkans are the priority of the Austrian foreggplicy — if we char-
acterize foreign policy issues and priorities aleogntry/regional lines.

In general we can say that overall, the year 2C42ldegun positively —
taking into account the overwhelming majority fdd Bccession in the
Croatian referendum, progress in the Belgrade-BmshDialogue as
well as the EU candidate status for Serbia (youhinigwve followed the
Austrian role in this context) and starting an EOskdvo visa dialogue, a
political agreement on Government formation in Basand Herzego-
vina.

It is now extremely important to carry this posgtimomentum forward
by maintaining both a credible European perspeas/@ genuine offer
from the EU side and serious reform steps towdrgsabjective on the
side of the Western Balkans countries. EU enlasggrhas to continue
to be for the EU as well as its Western Balkan toes a priority; |

think all the EU members are of the unanimous apinthat all the
Western Balkan countries will join the EU at onenpo- only time

frames might differ.

Austria sees Croatia which has undergone a mulapk fundamental

socio-political transformation as an engine for titber Western Bal-
kans countries on their way towards European iategr and will strive

13



to co-operate with Croatia and Slovenia in thispees. Austria was
maybe the most ardent supporter of Croatia’s EU bezahip.

In Bosnia and Herzegovina we welcome the formatbm state-level
government and hope that the 2012 budget as wdahea$ejdic/Finci
ruling can be adopted/implemented as soon as pesailerder to fulfil
the criteria for the entry into force of the SAAuthenabling the country
to put forward an EU application still this yeanst yesterday, the Aus-
trian Vice Chancellor and Minister for European dntkrnational Af-
fairs, Mr. Spindelegger, with his Slovenian colleagpaid a visit to Sa-
rajevo to pass on these messages.

During the visit he also made it clear to the goweent of Bosnia and
Herzegovina that secessionist rhetoric and actioermine the state
and are diametrically opposed to the process ofingakiH a viable,
multi-ethnic and functioning European country. Wamnv Bosnia and
Herzegovina to become EU member as a unified stateer to-day’s
territorial borders. The alternative for BiH towating on the EU track
is to fall behind its neighbours, which we unfortely can see already
to-day.

We also speak out for keeping the function andtosof the OHR at
the present time, though knowing that overlappinigk the EU SR have
to be mapped out. Only a functioning BiH can be vathout interna-
tional supervision. We are against any unilateral sudden changes in
this respect. The international community has redt¢he Bosnian su-
pervision united and it must exit it in the saméfiad and agreed fash-
ion.

Here | just would like to also point out that Auattwice held the posi-
tion of the OHR and that Austria has the highesiminer of

EUFOR/ALTHEA troops. Coming to Serbia Austria sugpd instru-

mentally (common letter of Vice Chancellor Spindgjer with his

French and Italian colleagues) the granting of Elddidate status in
February/March this year.
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Overall, Serbia has carried out an impressive nefagenda over the last
few years, for the benefit of every Serbian citiZeat also for the bene-
fit of Serbia’s European integration.

It is now up to Serbia to demonstrate her willirgghand readiness to
move closer to the European Union. In this cont&gt consider two

elements of importance: continuation of the diakguith Kosovo, an

essential tool to build trust between Belgrade Bndtina, but also be-
tween those two and the EU, including a solutiantfie@ name plate is-
sue and respecting the OSCE “facilitation” of tipea@aming presidential

and parliamentary elections in Northern Kosovo.

We have supported the 1ISG’s communiqué of 24th aklgnun which,
inter alia, the ISG (International Steering Gro@igkosovo) urges Serbia
not to hold local elections in Northern Kosovo. \d& not request that
Serbia recognises Kosovo as a sovereign and indepestate, though
the reality and irreversibility of Kosovo’s indepiance is a fact. How-
ever, we do request a pragmatic approach in gomphloeurly relations.
To give some sense of the European perspectivetalmsovo, it is
vital that all EU members recognise Kosovo’s indef@ce as a sover-
eign state.

Our inability to speak with one voice as EU takesa our leverage,
credibility and operability. At the same time, weed to encourage the
Government of Kosovo to outreach more activelysq$erb) citizens in
the North and to give the Serbian population aasnable perspective
for a life under Pristina’s rule (most promisingigsed on the Ahtisaari
plan). We support the transition towards an EUilgdrnational pres-
ence in Kosovo and warmly welcome the appointméroroner Slove-
nian Foreign Minister Samuel Zbogar as EUSR andiréahe EU Of-
fice in Kosovo. Austria participates in KFOR (2ratdest troops), sent
her ORF contingent to Kosovo on occasion of theoapang elections
and holds the position of the OSCE HoMS. The 18§ Imeeting was
also held in Vienna so will be the next in July.

Concerning Macedonia Austria supports Macedonititste in making
progress towards EU membership. In our view, theenssue, which is

15



mainly a bilateral issue between Macedonia and ¢&rebas slowed
down these efforts for too long. We therefore hai¢hat, whilst we
hope that the name issue will be solved soon, theliould start acces-
sion talks with Macedonia under its provisional mrafRYROM” and
without further delay.

Macedonia should make the reform process towardspEan integra-
tion the centre of its policy (she already fell ehconsiderably) and
refrain from any further activities which appeart® looking more into
the country’'s ancient past than its European futitacedonia should
take this opportunity to present herself as a dyoayoung, multi-ethnic
and modern European state and society.

For Montenegro we are pleased to see the efforterbs the Govern-
ment to start accession talks in June 2012. Weastifire new approach
of treating the empirically difficult chapters 28d24 (justice, funda-
mental rights, home affairs) at an early stagesstoaensure that more
time and effort can be devoted to these areas anosial in the acces-
sion process.

In the case of Albania we regret that the two Yeag parliamentary
blockade has slowed down the reform and Europdagration process.
At the same time, we are optimistic that the comsidle improvement
of the political climate after the return of thepagition to Parliament
last autumn will continue. We take note of a cardive co-operation
between majority and opposition that recently pozalitangible results.
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Message of Greeting

Ulrike Lunacek

The integration of the Western Balkans in the EaespUnion is essen-
tial for the European Peace Project to be completetcessful. | regret
very much not to be able to take part in your intgar workshop be-
cause the focus on our internal incoherencies aodcmings is ex-
tremely necessary in order to proceed to this dimuo common Euro-
pean Peace Project.

As European Parliament Rapporteur on Kosovo | hawel, unfortu-

nately so, learned over the last couple of yeawsy the lack of unity

inside the European Union weakens not only outtipaliintentions but
also the efficiency of millions of Euro being spé&ytthe European Un-
ion and its member states in the South Easternpeustates.

Let me give you an example: The biggest civiliarssion, the Rule of
Law Mission EULEX in Kosovo has to act “status malitbecause not
all EU member states have recognized Kosovo. Fieestll missing.
And that means for example that judges and prosesutside EULEX,
coming from several EU and other member statesdddtemselves
which legal system to apply. Be it the one of oldg¥slavia, be it the
one of UNMIK or the modern Kosovo one. This simplgmpers our
intentions to build up and support Kosovo in builgliup its own legal
and justice system.

Let's talk about KFOR because this is a PfP Workshtwat you are
holding here. KFOR has had a very positive rol&asovo and it is also
appreciated very much by the population. Let mes gigu one really
positive example: | welcome very much that thera i&ender adviser
now in KFOR. | met her and I think she is reallyridpa great job and |
hope everybody is supporting her in a necessary way

17



Let me however in general confirm to you that frtns European Par-
liament the large majority of this house — acrosgyplines, from left to
right, centre, everywhere — really believes in thitegration of the
Western Balkans into Europe. Western Balkan, athefcountries, have
to become a part of our common project.

Those of us who come from the European Union, froember coun-
tries, all of us need to work against the so calladargement fatigue”
in our own countries because | am convinced, ifd@eso with the con-
viction and the enthusiasm that the common Euroaject is for all
of us. And despite the crisis the European Unidiadgng at several lev-
els at the moment that if we cooperate on thatin®pean Peace Pro-
ject will not remain a dream especially for the ples of the Western
Balkans who have had such horrible times ten ontyvgears ago.

18



PART 1:
THE EU HANDLING ITS CRISIS:

CONSEQUENCES ON THE EU'S BALKAN
POLICY
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Looking back from the Future: Linking the
Economic and Financial Crisis of the EU with
the European Foreign, Security and Defence Policy

Franco Algiert

In the future, the results of the European Couoic8-9 December 2011
may be judged as outstanding milestones on the qfathe European

Union’s development. On the one hand, one couldmi@ly argue that

the decisions taken at the end of 2011 contribatadially to the over-

coming of the financial crisis as well as to givithgg EU a new quality
as an active player. On the other hand, it coustd &lave been deter-
mined that a EU of different speeds was by no meansw phenome-
non but never had been so clearly manifested thndth. Moreover, it

could be pointed out that due to the general foratin fiscal and mone-
tary topics, the development of the EU as a foraigeurity and defence
policy actor became a side issue with potentiadly-réaching conse-
guences for the Union's role as a global player.

This article strives to identify issues that afisen the fiscal and mone-
tary policy debate as well as from the debate withe Common For-
eign and Security Policy (CFSP) and the Common i8gand Defence
Policy (CSDP).

! This article was first published in: AIES Fokus®&I4: Zukunft der EU entitled:
“Ruckblicke aus der Zukunft: vom weiterfihrendera@usenhang der Wirt-
schafts- und Finanzkrise der EU mit der europdischal3en-, Sicherheits- und
Verteidigungspolitik Translation Judith Ivancsits, MA.
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Sign Posts

How the EU sees itself as a player in the fieldvotld affairs and in
which way and with what instruments the EU’s rotld be imple-
mented is basically the result of the Treaty of Eueopean Union and
the associated Treaty on the Functioning of theogesn Union, the
European Security Strategy of 2003, as well as2@8 report on its
implementation.

Furthermore, it is based on conceptual elaboratioparticular from the

Council and the European Commission. In additieferences can be
made to the following statements, which all weruel in the light of

the European crisis in 2011.

In his speech opening the academic year of the d&aro University
Institute in Florence on 11 November 2011, the iBlexd of the Euro-
pean Council Herman Van Rompuy spoke of a "momédntruah”.
Hence, he recognized that despite the financialssrthe EU could not
stop moving forward, even if the pursued path twsosto be uneven.
Two days earlier at &pecial Winston Churchill Lectura the Univer-
sity of Zurich, he had stressed the current sloftpower, in particular
the rise of so-calle@merging powersas well as the strategic shift of
emphasis from the Atlantic to the Asia-Pacific tegiVan Rompuy did
not forget to mention how important it is for théJ Eo develop more
global shaping power in the light of such poweiftshiln reference to
the EU’s possibilities he argued that trade pohag always been the
wisest form of power (“trade is still our smartisim of power").

In the work program of the European Commission 612 (COM
(2011) 777 final Vol. 1/2), some expressions caridomd in Chapter 4
under the heading "More weight to the voice of Hig on the world
stage" that are intended to show that the funclitynand the coherence
of the EU is crucial for its global role. Hence,lya "united EU" pro-
vides the "best platform for an effective EU on tharld stage.” The EU
is given "considerable influence if the EU is predeg in unity”. A
combination of "trade, development policy, diplomaenlargement,
neighbourhood policy and crisis management” is gaen as the "back-
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bone of the external action of the Union". Moregsalidarity — extend-
ing across the European borders — is known as biiumpe's basic
values.

A strong emphasis of EU action is placed on thgm®uring countries
and regions of the Union as well as on Africa. Tiaphasize where the
strength of the EU lies, well-known and regulargpeated arguments
are stressed out: the EU is the largest trading iaréhe world, the EU’s
inner value system (especially the rule of law, deracy and human
rights) will be transferred to the design of itdezral relations. Further-
more, the largest share of global developmentsaamming from the EU
and the Union basically considers sustainabilitseasial for the global
development and therefore promotes it respectivay.the implementa-
tion of measures in the field of external relatiotiee "multilateral, re-
gional and bilateral relations" are considereddsbitable and effective.

In her speech regarding on CSDP to the Europediafant on 13 De-
cember 2011, Catherine Ashton, High Representativihe Union for

Foreign Affairs and Security Policy, objected te thuggestions of a
CSDP fatigue. She demanded a further operationalizaof the so-

called comprehensive approach by better connectinjict prevention,

mediation, development issues and conflict resmusictivities. Ashton

indicated that the CSDP can only be as effectivd @mbitious as its
actors allow it to be, and that furthermore thera need for a collective
political will and collective ambitions for actioihis allows for the re-
verse: the alignment of the CSDP as an intergoventah project is im-

pedimental for the effectiveness of its policy.

While the default route for the EU as a foreignusitg and defence pol-
icy actor expanded continuously and has become amof@tious in the

past, the actual implementation did not correspdyrthmically and was
often delayed. A lack of simultaneity as well ascd to be scaled down
gap between expectations and capabilities haveyallween characteris-
tic for the EU’s profile as an international actégain, it remains un-

clear whether the EU member states are able arohgvib agree un-

equivocally as to how far-reaching the developnuodrthe EU as an in-
ternational actor should be.
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Advanced Issues of Financial and Monetary Policy Dmates regard-
ing the European Integration Dispute

Issues that may help to determine the EU’s futuodlp result from the

fiscal and monetary policy debates and from pasétiaken in the recent
past. The following five subjects can be seen asnges for this pur-

pose.

(1) A Europe of Diverse Speeds

Looking at the way binding financial and monetaojigy rules could be
evolved within the course of contract modificatiomg methods, an
Intergovernmental Conference as well as a convertimve been dis-
cussed. The agreement to a contract outside therddty framework
that not all 27 Member States have to decide amfaried the debate
about how much a diverse-speed Europe can be fsadidat all. Cur-
rently, this classic debate on European integratemeives renewed at-
tention. The questions that occur in this contegtless about whether a
multi-speed Europe should be endorsed or rejeatedyhether this
should be part of the integration process. Of fi@ater interest is the
question whether it will be possible for the growbsstates moving in
different speed clusters (if it is even desiredtfogm) to come to a har-
monization in a medium term. Moreover, will theycseed to include all
Member States in the sense of a deeper Europesgration?

(2) Britain's Special Role

The position of the British government during thegaotiations about
how to overcome the crisis may be called, dependmgour point of
view, either as isolating Britain especially by @any and France or as
UK's self-imposed isolation. No matter which of ¢bepositions can be
agreed on as being true, the new quality of thedebn Britain's role in
the European integration process is distinctivee Vharious considera-
tions for the UK whether to remain in the EU or sbibw how close
integration and disintegration in Europe are cotettand how easy the
three large Member States can withdraw from onéhamno
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(3) The Franco-German Cooperation

In the wake of the crisis, Germany and France @eed to cooperate

to initiate systemic changes despite their diffepsitions. Once again,
the importance of the Franco-German cooperatidadkling the stagna-

tion of the integration policy became apparent. Weethis means the
return of thecouple franco-allemandor whether this is a temporary
manifestation related to the specific situationtoidoe determined more
accurately in the further course of the crisis.

(4) Leadership and Power

During the search for means to overcome the ciisigs always been
obvious that the interests and the position of Geynwould be deci-
sive. Although the determination of Germany’s ratean economic and
political power within the EU provokes very diffeteeactions, the need
for leadership in the EU is related coincidentatlyGermany. Whether
this appeals to the federal government in Berlid #re mood of the
German public or not has to be clarified domediicAliewed from an
outsider's perspective, Germany is in a leaderpbgtion with all the
associated responsibilities. Significantly, the i$tolForeign Minister
Radek Sikorski expressed in his speech on Europebcy on 28 No-
vember in Berlin that he fears less German powan tBerman inactiv-
ity ("l fear German power less than | am beginrtimgear German inac-
tivity").

(5) Solidarity and Trust

Although the importance of solidarity among EU memBtates in a
period of crisis is regularly pointed out, this nahdisguise the fact that
because of recent controversial discussions, theiahdrust between
European countries is weakening. This loss of daemite is evident not
only between Britain on the one and Germany andadean the other
hand: the attitude of Germany and France has iresituations led to a
deterioration of confidence in other Member Staiesvell (for example,
in Greece and Italy).
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Relevance of the Topics for the Foreign, Securityral Defence Policy
of the EU

From the above mentioned topics four compoundseateduced. They
add to the debate on CFSP and CSDP and in a broad&xt to the
localization of the EU as an actor within the cantef the new power
structures in the ZCentury.

(1) Diverse Speeds

The systemic problems of a multi-speed Europe & bdisplayed in the
coexistence of policy fields with a different intagon density which
eminently becomes apparent when opposing CFSP 8BdP®n the one
and other policy fields of the Union on the othanti. According to the
before mentioned question whether it will be pdssibr the groups of
states moving in different speed clusters (if #v&n desired by them) to
come to a harmonization in a medium term and iy tvél succeed to
include all Member States in the sense of a deegem®pean integra-
tion, when looking especially at the CFSP and ti¥DE it can be ar-
gued that this is probably not likely to happengiBaing with the Maas-
tricht Treaty and continuing to the Treaty of Lishdhe distinctions in
the form of participation or non-participation afdividual Member
States in CFSP and CSDP emphasize the existentifevént speeds of
integration. A new opportunity created through thebon Treaty for
flexible grouping in the field of CSDP which openib@ path for differ-
ent speed levels is so far not seriously persedudel) Member States.

(2) In Search of Leadership, or the Myth of Big Three

In the discussions accompanying the developmethefEU’s security
and defence policy has been argued again and #gdilone of the rea-
sons for the lack of success in this area is téobad in the absence of
leadership. At the beginning of the security antedee policy integra-
tion process, at the end of the 1990s, it wasagtgumed that the success
of this policy is depending on the interaction dhd determination of
the Big Three(Germany, France and Britain). But as it turned thus
formation came apart more and more.
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The reasons for this cannot be found just in tliedrsiveness of Ger-
many but also, despite recurring bilateral initias, in an insufficient
compliance of France and Britain especially whefindeg how far-

reaching defence policy in the European contextishbe. But who if
not theBig Threewill move the CSDP forward? Single noticeableianit
tives by other Member States aimed at strengthetinagsecurity and
defence dimension of the EU, such as those of ¢tisHiPEU-Presidency
2011. They often start ambitious and end with thiges realization that
feasibility can only be reached with the supportao€ritical mass of
states.

(3) The Difficulty of Dealing with Power

In the framework of the EU, the determination o timderstanding of
power and how to deal with it is not clear. Does ElJ anticipate to
being a political player, who consistently exetssgower in terms of her
own interests? The foreign policy rhetoric thafoignd in EU documents
and in speeches of political representatives cseéie impression that a
negative connotation of the term power should beidmd. Along with
this comes an unspoken dissociation especially ftloensecurity and
defence policy of the United States. In order tovay the otherness of
European power terms lik8oft Power civilian power or normative
power are often used in the context of the extemotibn of the EU. The
handling of the concept ¢fard Poweris more cautious.

Although, it is the latter form of power that is fiact exercised by the
EU for quite some time (for example trade policyrentioned earlier in
the statement by Herman Van Rompuy). What the Etleigrly missing
is the appropriate connection as well as the ctargisise of power re-
sources from different policy fields (from tradelipes to the CSDP). In
the future, the thwarting of European power by Hw Member States
may possibly be brought into a causal connectiaiméocoverall political
marginalization of Europe in the international @it According to the
above-quoted statement by the Polish Foreign MiniSikorski on
Germany's role as a power player, the questiomrsifsthe limited po-
tential of the EU as a global player (regarding pewolitical action) is
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not more dangerous for the future of the Union imdlember States as
the full (relating to all policy-fields) ability gbower projection.
(4) The Lack of Solidarity and Trust

Already in the times of the European Political Cexgpion (EPC) a lack
of solidarity and political trust between the Eugap countries repeat-
edly led to the weakening of coordinated actiorerthe creation of the
CFSP that came with some contractual modificatimmdd not resolve
this weakness. While the Member States of the Elbhligated to show
solidarity within the external action, the trustween them seems not to
be sufficient enough to act consistently. Trustas only lacking inside
the system among the actors (that is, (a) betweeiMember States, (b)
between the latter and the EU institutions, and@tjveen the EU insti-
tutions). Moreover, the confidence of third couedrin the EU as a ca-
pable actor has diminished. Evidence for this carfidoind for instance
in transatlantic relationships as well as in tHatrenship of the EU with
so-called strategic partners such as China.

Looking back from the Future

Currently, direct efforts to deepen the foreigrgusgy and defence pol-
icy of the EU by further initiatives and reformscrtainly not a priority
of the EU Member States and their respective E@mopelicies. Never-
theless, this should not lead to a constrictiokwfopean policy debates
and, consequently, to the neglect of elementangypéklds. If the EU is
only referred to as an important trading powergese actor in the field
of development policy and as a provider of valumsféreign relations,
but without simultaneously achieving substantiagpess in the field of
security and defence policy, the EU’s future migatreviewed accord-
ing to Hans Christian Andersen's fairy tale "The genor's New
Clothes.": For years, the EU intensively soughestablish ambitious
targets for its security and defence policy whilaiging what at the time
was not existent.

No Member State would admit that the goals couldb®oreached, be-
cause then they themselves would have a lot ofaexph to do. And as
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the voices pointing to the drawback in Europearusgigcand defence
policy were growing louder, many a Member Statédriew, well aware
that the project could not be successful, and ttatmarginalization of
the EU as a global actor would take its naturarseu

It might be that the future analyses regarding Eneopean integration
process detect that the negative developmentssaalfiand monetary
policy of the EU did indeed lead to a fundamentai€ of the system.
However, if this crisis could be overcome by takihg necessary action
and by the subsequent deepening of the relevartigmlthen an epoch-

making step of global reach for the developmeriumope would have
been made.
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PART 2:

WESTERN BALKAN PERCEPTIONS OF
THE EU CRISIS: IMPLICATIONS FOR
EURO-ATLANTIC POLICIES ON SUPPORTING

THE STABILIZATION PROCESSES
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The EU vis-a-vis Kosovo — a Focus on the EU’s
Presence in Kosovo today

Visar Rushit

This article looks at the EU vis-a-vis Kosovo frahe latter's perspec-
tive in terms of EU presence/s in Kosovo. For thkeesof completeness
and clarity, it begins with a few highlights reldteao the Bel-
grade/Prishtina or Prishtina/Belgrade dialogue tfwett moves on to EU
presence/s in Kosovo. The last and most importaritgeals with what
might be the future shape of the EU’s presenceilsarground.

As is general knowledge, the EU did not have aiemhiposition when
Kosovo declared independence in February 2008. Gtwncil of the
European Union delegated the question on Kosowxegnition of in-
dependence to the EU member stat&he Council notes that Member
States will decide, in accordance with national giree and interna-
tional law, on their relations with Kosovakihile easing the way of rec-
ognitions“Kosovo constitutes a sui generis case which dag<all into
question the UN Charter and the Helsinki Final Acinciples.” It is
worth putting that this non unique position amongd lBsember countries
towards Kosovo has made (and is making) both this Rblicy towards
Kosovo and EU’s presence/s in Kosovo very confusifigere are still

From April to July 2012, Visar Rushiti participdtén the European Fund for the
Balkans (Bringing the Western Balkans closer toEkB Fellowship Programme
at the Austrian Ministry of the Interior. He attexabithe 24th Workshop of the PfP
Consortium Study Group “Regional Stability in Sofast Europe” from 03 — 05
May 2012 in Reichenau/Rax. This paper was writtering) a research stay at the
Austrian National Defence Academy from 02 — 06 Ja@12 and will be
integrated in the upcoming Study Group Informatiothe workshop.

Council of the European Union, General Affainsl &xternal Relations, 2008, p. 7.
Available at:
http://www.consilium.europa.eu/ueDocs/cms_Data/fiwmessData/en/gena/98818.

pdf
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five> EU member states which have not recognized Kosowalepend-
ence, while the country is recognized by 91 coastworldwide.

1. Background to the Belgrade/Prishtina or Prishtira/Belgrade
Dialogue

Pushed by Serbia, as it is not agreeing with thesady opinion of the

International Court of Justice (ICJ) on Kosovo'scldeation of inde-

pendence, the UN General Assembly started disaussio a draft reso-
lution sponsored by the EU and Serbia calling fothfer negotiations
between Belgrade/Prishtina or Prishtina/Belgradeetdacilitated by the
EU. The text of the draft resolution was correatdtn it was presented
to the Assembly since it contained the condemnatiolkosovo’s inde-

pendence declaration.

This phrase was dropped and the draft resolutikknaeledged the
ICJ’s advisory opinion and welcomed the EU readiriés facilitate the
process of dialogue between the parfiest this context, it is worth to
insert the two last paragraphs of the Resolutiaptatl by the UN Gen-
eral Assembly: (paragraph lit acknowledges the content of the advi-
sory opinion of the International Court of Justioethe accordance with
International Law of the Unilateral Declaration tfidependence in re-
spect of Kosovo, rendered in response to the regquidhe General As-
sembly” (paragraph 2)Welcomes the readiness of the European Union
to facilitate a process of dialogue between thetipar the process in
itself would be a factor for peace, security andbgity in the region,
and that dialogue would be to promote cooperatamhieve progress on
the %ath to the European Union and the improvelives of the peo-
ple.”

¥ EU member states which have not recognized KasByprus, Greece, Romania,

Slovakia, and Spain.

Reuters, ‘Serbia backs compromise U.N. ResolutonKosovo. Available at:

http://www.reuters.com/article/2010/09/09/us-settmgaovo-un-

idUSTRE68851J20100909

®  Resolution adopted by the General Assembly (ABER98) p.1, 2. Available at:
http://www.unmikonline.org/Documents/GA64298.pdf

4
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This resolution paved the way for a dialogue ormméxal and practical
issue facilitated by the European Union between Belgiadstina or

Prishtina/Belgrade. In this way, Catherine Ashtine, High Representa-
tive of the Union for Foreign Affairs and SecuriB®olicy (and Vice-

President of the Commission) appointed Mr. Robesbger, Director

General for External and Political and Military Aifs, as EU facilitator
of the dialogue.

As of July 2012, the delegations are led by: Msit&Edahiri, Deputy
Prime Minister of Kosovo and Mr. Borko StefanoviRylitical Director
of the Ministry of Foreign Affairs in Serbia respigely. As of mid 2012
(although the dialogue has been stopped for same diue to the elec-
tions in May in Serbia) six rounds of talks havketa place in Brussels.
Although there was some progress related to dismssand agreements
reached, the implementation of the agreements reapsn.

2. The EU Presence/s in Kosovo

On the eve of Kosovo’s declaration of independetioe,European Un-
ion, specifically the Council, adopted the Jointtiéie 2008/123/CFSP
of 4 February 2008 appointing a European Union Bp&epresentative
(EUSR) for Kosovd. The same day, parallel to this action, the Council
adopted Joint Action 2008/124/CFSP on the Europgaion Rule of
Law Mission in Kosovo, EULEX Kosovb.Despite these, on 21 De-
cember 2011, the EU High Representative/EC VicaiBeat Catherine
Ashton appointed Mr. Samuel Zbogar as the headhefEU Office in
Kosovo while on 25 January 2012, the Council of Bk appointed the
same person to be the European Union Special Rapeative in Kosovo
(double-hatted)

®  Telecommunication, trade, stamp of the cust@mergy, cadastral issues, etc.

" Council Joint Action 2008/123/CFSP of 4 Febru2®p8 is available ahttp:/eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L: 8 2:0088:0091:EN:PDF

8 Council Joint Action 2008/124/CFSP of Februar@@(s available at:

http://www.eulex-kosovo.eu/en/info/docs/JointActitil EX EN.pdf

Council of the European Union, Council appoints &pecial Representative in

Kosovo, 25 January 2012, Brussels.
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This double function comes formally under the naeropean Union
office in Kosovo/European Union Special Represérgah Kosovo. As
this does not present a clear picture, examiniegwlo components one
by one is necessary.

2.1. The European Union Office in Kosovo / Européamon Special
Representative in Kosovo

While there is a mandate for the European Uniorci@p&epresentative
in Kosovo (EUSR) stipulated in the Council Decis2®12/39/CFSP,
the same cannot be said for the European Uniooeoiifi Kosovo. How-
ever, it is an office where the European Commissioa the Council of
the EU interact between one another under the sanieella in Kos-
ovo. The office is an integral part of the Europ&aternal Action Ser-
vice (EEAS) and the European Commission’s reprasentin Prishtina
run by one person. To make it more clé&dhe Council envisages that
the powers and authorities of the EUSR and the poaed authorities
of the Head of the European Union Office in Prightshall be vested in
the same persoff. The first EUSR in Kosovo, Mr. Pieter Feith, was
appointed in this position in February 2008. Helhbls double function
as the EUSR and International Special Represeat@t8R) until it was
decided that Mr. Pieter Feith will remain as ISRyon

Before dealing with the mandate of the EUSR in Kmsat is worth

adding a few words on EUSRs worldwide and theiroapment proce-
dure. European Union Special Representatives (EY&Rsmandated
by the Council with qualified majority voting (QM\fursuant to Article
31 (ex Article 23 TEU) of the Lisbon treaty. Morewy pursuant to the
Lisbon treaty “the Council may, on a proposal frire High Represen-
tative of the Union for Common Foreign and SecuRulicy, appoint a
special representative with a mandate in relatioparticular policy is-
sues.* In more detail, the Council at first calls for difates from EU

19 Council Decision 2012/39/CFSP of 25 January 28finting the EUSR in
Kosovo Available athttp://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2@23:0005:0008:EN:PDF

" Ibid (point 6)

12 Article 33 (ex Article 18 TEU) of the Treaty bisbon
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member states which undergo a series of intervaewisthe High Repre-
sentative takes part in the selection panel. Fatigwhe interviews, the
High Representative makes a recommendation abatdgndidate for
EUSR to the Political and Security Committee (P8@jch endorses it
and then gets appointed by the CoufitiEUSRS are instruments of
CFSP and support the work of the High Represemtativthe Union for
the CFSP.

In comparison to the first Council decision 200812FSP when the
first EUSR (Mr. Pieter Feith) was appointed in 200& latest decision
in which Mr. Zbogar is appointed as the EUSR in &as (2012) con-
tains a promising phrase for Kosovo in terms of iktdgration. Among
other policy objectives for the EUSR, the one nuitig to support
Kosovo’s progress towards the Union in accordanitke thie European
perspective of the region and in line with relev@ouncil conclusions is
note worthy. Other main policy objectives which BUB Kosovo deals
with are: a) advice and support for the politicadgess, b) promotion of
overall Union political coordination, c) the proind of local political
guidance to the Head of the European Union Ruleasy Mission in
Kosovo, and d) the assistance on the implementatibrthe Bel-
grade/Prishtina or Prishtina/Belgrade dialouén difference to the
hitherto International Civilian Representative in3vo (and EULEX),
the EUSR in Kosovo doesn’t have any executive aitthdir. Zbogar’s
mandate initially runs until June 2013.

2.2. The European Union Rule of Law Mission in KesdEULEX
KOSOVO)

The EULEX mission in Kosovo is the largest missierer launched
under the European Security and Defense Policy ESks legal basis
stems from the Council of the European Union dabiagk to February
2008 when the Council also issued the decisionhenappointment of

13 Giovanni, G. ‘Pioneering foreign policy: the Epesial representatives, available

at: http://www.iss.europa.eu/uploads/media/chail06.(07, page 17).
4 Council Decision 2012/39/CFSP of 25 January 28iinting the EUSR in
Kosovo, Article 3
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the EUSR in Kosovo. As stated previously, in caosttid EUSR, the
EULEX mission in Kosovo has certain executive resloilities. Since
it was launched in 2008, its mandate has been @atktinree times, most
recently on 5 June 2012 which extends EULEX’s m#ndamtil June
2014, Before going into its organization and how it k&rit is worth
to briefly mention the situation of the mission@ptbyment.

Following the ‘Ahtisaari package’ on the Kosovotgtasettlement, par-
ticularly the section on the future internationatégence in Kosovo, the
mandate of UNMIK had to expire within a transitiperiod of 120 days.
Article 15.1 of the Ahtisaari package providé&at the end of the transi-
tion period, UNMIK’s mandate shall expire and adglslative and ex-
ecutive authority vested in UNMIK shall be transéer en bloc to the
governing authorities of Kosovo, unless otherwisavidled for in this
Settlement®. However, a legal basis for the replacement of UKdhd
the deployment of EULEX could have been done wittew legal man-
date (document) from the UN Security Council. Thigs not possible
due to Russia’s opposition (and veto) in the UNuUsiec Council. There-
fore it was decided that the mission of EULEX vk based on the
Resolution 1244 of the UN Security Council. EULE2§ the EUSR, is
neutral with regard to the status of Kosovo.

Without going into details related to EULEX tasksdathe mission
statement, let me just summarize those of utmopbitance: EULEX
has to a) monitor, mentor and advise the compolKesbvo institutions
on all areas related to the wider rule of law (uchg the customs ser-
vice) whilst retaining certain executive respongibs, as well as b)
ensure that cases of war crimes, terrorism, orgadnezime, corruption,
inter-ethnic crimes, financial-economic crimes, arlder serious crimes
are properly investigated, prosecuted, adjudicated enforced’ The
EULEX main headquarters are in Prishtina while Haea its legal
structure there should be regional and local ddfiaeross Kosovo. In

15 For the extension of EULEX mandate, lookhtp://www.eulex-

kosovo.eu/en/info/whatisEulex.php

Ahtisaari package, article 15.1, 2007.

All tasks of EULEX Kosovo can be found at itsdéhase document available at:
http://www.eulex-kosovo.eu/en/info/docs/JointActit EX_EN.pdf

16
17
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this regard it is to mention that EULEX is not meswith any offices in
the northern part of Kosovo.

The EULEX organization or structure is divided inktwee components:
a) a police component, located to appropriate éokbsovo Police, in-
cluding border crossing points, b) a justice congminlocated to appro-
priate to the relevant Ministries, the Kosovo judig, etc, and c) a cus-
toms component, located to appropriate to the Kosmistoms service.
The total number of staff is 3200 (1950 internagicemd 1250 local).

Although the most updated data concerning the nurabeperational
personnel per each component is missing, basech@adier estima-
tion'®, the number of personnel per each component sedadindm EU
member countries is: a) the police component igddi into three sub-
components 1) 450 police officers aimed at mengprnmonitoring, and
advising Kosovo authorities both at a central arldcal level, 2) 180
police officers aimed to deal with sensitive crinmeduding war crimes,
corruption and financial crimes, and 3) 750 pobéfcers acting as gen-
darmerie in case of any civil disorder; b) the izestomponent consists
of 250 judges and prosecutors having both mentoaing executive
functions, and finally c) the customs componenthis smallest and in
comparison to police and justice components, itdmg advisory capac-
ity to the Kosovo customs.A problem related to the EULEX justice
component is the application of the criminal codgudicial proceed-
ings. EULEX judges are free to choose which crirhauale they want to
apply in court proceedings be it of former YugosdaWNMIK, or Kos-
0vo.

The EULEX mission is under the direction of a Hedd/ission directly
responsible for Civilian Operation Commander whorksounder the
political control and strategic direction of theliRcal and Security
Committee (PSC) and the overall authority of thghHrepresentative of

8 Chiwvis, Ch. * EU civilian crisis management, tieeord so far’ Available at;

http://www.rand.org/content/dam/rand/pubs/monogs&®10/RAND MG945.pd
f,
¥ Ibid, p. 35.
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the Union for the Foreign Affairs and Security Rglf° Upon the Coun-
cil's decision on the EULEX mission in Kosovo inlffeary 2008, the
former French Commander of KFOR, Yves de Kermalvaas nomi-

nated as the Head of Mission. Mr. Kermabon wasesged by another
former KFOR French Commander, Xavier Bout de Maecnha

3. General Considerations on EUSR and EULEX FutureRoles in
Kosovo

EUSR and EULEX in Kosovo should not be mixed uphwite Interna-
tional Civilian Office (ICO) and International Chan Representative
(ICR). ICR sits in ICO and is under the guidance amthority of the
International Steering Group (ISG). It consistscotintries which sup-
port the full implementation of the Comprehensiveog®sal for the
Kosovo Status Settlement (Ahtisaari package). Timasmatter what
happens with the ICO and ICR (several recent mgetif ISG have said
that by September 2012 the ICO might be closedtdulee termination
of the supervisory independence for Kosovo), theSRUand the
EULEX will remain as they are.

What might be some general considerations on th8F-Ednd EULEX
roles for the next two years?

EUSR - As one of the main tasks of the EUSR as stdtedenis to as-
sist with the implementation of the Belgrade/Piist or
Prishtina/Belgrade dialogue facilitated by the BUf, Zbogar as EUSR
in Kosovo needs to focus on this aspect for theé pexod while acting
in Kosovo. There is a number of agreements on teahissues which
have been reached in Brussels but their implementegmains open.

Strengthening the support to Kosovo’s progress tdsvéhe European
Union should be one of the top priorities of theSRJin Kosovo. Like
that of other Western Balkan countries, Kosovotsife is in the Euro-
pean Union as endorsed in the Thessaloniki Europaamit in 2003.

20 Refer to footnote 15.
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All efforts being preceded in Kosovo should beime Iwith this perspec-
tive. Due to the fruitful cooperation with Brusséfsterms of the dia-
logue, Kosovo has been given the chance to mouannihe Stabiliza-
tion and Association Process (SAP). As a first stefeasibility study is
to be conducted prior to the rest of the procegsasof the Stabilization
and Association Process.

Mr. Zbogar, along with the Kosovo government, theinational Civil-

ian Representative and other stakeholders shalldléhtansively on how
to find the best possible solution to integratertbghern part of Kosovo
which de facto is outside Prishtina’s authoritycgii999.

EULEX - As long as EULEX works according to its mission
strengthening the rule of law area by assistingkbeovo institutions
(judicial authorities, law enforcement agencieswadl as customs in
Kosovo) no institution will put their existence amebrk into question.
As stated above, the EULEX mission in Kosovo waktl (as far as we
know) until June 2014 which doesn’t mean that itsndate will not be
extended further. This will all depend on how miasovo institutions
will be strengthened to work on their own. The twwin parts of
EULEX’s assistance is divided into two branchesecaiive and
strengthening. All in allithe success of the EULEX in Kosovo will de-
pend strongly on the extent to which Kosovo’s peotgpof EU integra-
tion becomes more tangibl&.’

One critical point for the EULEX is the northernrpaf Kosovo. Since
its deployment in Kosovo, no major contribution waade to this part
of Kosovo. Except that of Kosovo Police, EULEX frm@vement in the
north is very restricted or doesn’t exist at ahislis in some cases true
even for KFOR. The EULEX is not to put into questits authority in
parts of the territory in Kosovo. Neither policedgustice components,
nor that of customs is present in the north to&agce the law enforce-
ment aspects are in the hand of Kosovo Police ahdEX, both absent

2L Dzihic and Kramer, ‘Kosovo after Independencs the EU’s EULEX Mission

Delivering on its Promises?’ July 2009, p. 21. Aable at:
http://library.fes.de/pdf-files/id/ipa/06571.pdf

41



in the north, smuggling and other crime activitea® mainly present
there.

Fighting corruption and organized crime is one e areas where the
EULEX is proven to be successful. Some work isaalyebeing done in
this regard and should be thus increased and sitwemed. The EULEX
is not to accept any interventions or be biasetsimork in Kosovo but
it should tackle everybody involved in corruptiondacrime activities.
‘Kosovo suffers from the widespread impression that run by a law-
less political elite in control of every aspectsoiety?. In this regard,
applying a unique criminal law for all people anddil judges should be
regulated immediately. Also, judges’ selection gsx within the
EULEX from the EU member states should be takenm atcount.The
EU should do what it can to deepen the pool of ifjgdl applicants and
encourage states to send the full complement daftgurMember states
should create national structures to facilitate @@@dment to missions
like EULEX and agree to the creation of an EU rosbé available
judges and prosecutors”

Recommendations
To the EU:

Keep Kosovo’s path towards EU integration on igske This means the
lift of visa liberalization regime in due time apdogress on the Stabili-
zation and Association Process (SAP) as was rgceatie with the fea-
sibility study.

Put pressure on the government in Serbia to withdin@ support for the
parallel structures in the north of Kosovo. Reiterhat Serbia’s way to
EU integration is conditioned by establishing gaueghbor relations
with Kosovo.

22 |nternational Crisis Group, ‘The Rule of Law imependent Kosovo’ 19 May

2010, p.1
% bid, p.15.
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Influence the five EU member states Cyprus, GrelRoejania, Slovakia
and Spain to recognize Kosovo as this fact limitséo on the way
towards EU integration. Moreover, try to be as amyitand strategically
clear towards Kosovo as possible;

Unify the presence in Kosovo as much as possibid, support the
EUSR in Kosovo in this regard. Speaking with onee&an Kosovo as
well as towards Kosovo will increase EU’s reputatiowards and in
Kosovo.

Support the EUSR and EULEX to be as independentfamctional as
possible. Avoid in this sense any influence frory ahthe EU member
states or from politicians.

Despite the global financial crisis and the crigighe Euro zone, stay
committed to what has been promised for Kosovothod don’t reduce
funds under Instrument for Pre-accession (IPA).

To the Government of Kosovo:

Work along with the EUSR, the ICR, and relevant Bsdies in
Prishtina on a strategy on how to integrate théheon part of Kosovo
as smoothly and functionally as possible.

Engage with the elected representatives of the KoS®rbs in the north
of Kosovo to further the integration of that pastthe rest of Kosovo.
This should be part of the strategy mentioned abéWein all, work
more and talk less in this regard.

Continue the dialogue between Belgrade/PrishtinBraghtina/Belgrade
on technical matters like car registration plagggrgy, communication,
free movement, cadastre and so on. The status issliesed once and
forever for Kosovo with the declaration of independe in February
2008.

Support the EULEX in investigating the high levelmption and organ-
ized crime activities in the whole territory of K. Despite that, Kos-
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ovo judicial and law enforcement agencies shouldhgobest on their
part.

Put great efforts in reaching the goals or fulidliconditions which are
dependent on government institutions concerning kseralization and
feasibility study.

Work along with the EULEX and respective instituigoto strengthen
the rule of law since it is weak and remains thg &eallenge for Kos-
ovo on its track towards EU integration.

As started, complete the Constitution amendmerdsetectoral reforms
and present them to the Parliament for approvat 3doner the better
since this would open the way for presidential gadiamentary elec-
tions agreed to take place next year. One veryiarpoint for Kosovo
which should be taken very seriously is the holdhgorrect and super-
vised elections.

State-building or, - put in a simple way, - indiden building is what the
government in Kosovo should work on hard. Now, asralependent
country, state-building is of crucial importance.

The government in Kosovo should work hard on bogsiis economy
as not to be ranked among the poorest nations fopeu The govern-
ment in Kosovo should work hard on opening new jebgecially for
the young — Kosovo has the youngest populationurjie — and so
decrease the high unemployment rate.

Conclusions

As supervisory independence for Kosovo is goingrid in the near fu-
ture, the EU presence/s in Kosovo, namely the Eficeofin Kos-

ovo/European Union Special Representative for Kosawd European
Union Rule of Law Mission in Kosovo will remain place at least for
the next two to three years. The more unified tbepEesence in Kosovo
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is, the better it is for both the EU and KosovoeTBU presence/s in
Kosovo is above all of a helping and supportingratizer.

The further Kosovo progresses, the more readinassmaturity she has
to show in terms of building a very democratic sociwhere the full
rule of law is in force. The better it performstiese issues, the sooner it
will reach EU integration — all this depends on &ass domestic gov-
erning structures. Development is a preconditiorsézurity. Security in
the 2 century is not only about military and police uicompasses a
wider range of dimensions from the environmentrgyethe economy
etc. All in all, Kosovo needs to be transferredrira security consumer
to a security provider.

A developed democratic country has a sound and lliasis and is far
away from being a failed state — additionally, &iyrbecome an interna-
tional asset through valuable contributions toaegl stability.

Kosovo has to take her equal share in projectiabilgty and peace in
the Western Balkans region.

References

Dzihic and Kramer, ‘Kosovo after Independence this EU’s EULEX
Mission Delivering on its Promises? July 2009, p. Available at:
http://library.fes.de/pdf-files/id/ipa/06571.pdf

Council of the European Union, General Affairs &xternal Relations,
2008, available at:
http://www.consilium.europa.eu/ueDocs/cms_Data/ffwessData/en/ge
na/98818.pdf

Council Joint Action 2008/123/CFSP of 4 FebruarQ2@ available at:
http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:22:0088:009
1:EN:PDF

45



Council Joint Action 2008/124/CFSP of February 2@08vailable at:
http://www.eulex-kosovo.eu/en/info/docs/JointActaLEX _EN.pdf

Council Decision 2012/39/CFSP of 25 January 201goeging the
EUSR in Kosovo:
http://eurlex.europa.eu/LexUriServ/LexUriServ.da2@J:L:2012:023:0
005:0008:EN:PDF

Comprehensive Proposal on the Kosovo Status Settigrarticle 15.1,
available at: http://www.assembly-
kosova.org/common/docs/Comprehensive%20Proposaiidi20.

Chivvis, Ch. ‘EU civilian crisis management, theoed so far’ Avail-
able at:
http://www.rand.org/content/dam/rand/pubs/monogsép®l0/RAND _
MG945.pdf

Giovanni, G. ‘Pioneering foreign policy: the EU sjz representatives,
available  at: http://www.iss.europa.eu/uploads/mkethai106.pdf
(2007, page 17).

International Crisis Group, “The Rule of Law independent Kosovo’
19 May 2010, p.1

Available at:
http://www.crisisgroup.org/~/media/Files/europeKaais/kosovo/204%2
0The%20rule%200f%20Law%20in%20Independent%20Kosovo

Reuters, ‘Serbia backs compromise U.N. resolutioiKosovo, Septem-
ber 2012, available at: http://www.reuters.cométetP010/09/09/us-
serbia-kosovo-un-idUSTRE68851J20100909.

Treaty of Lisbon, article 33 (ex. Article 18 TEUgvailable at:
http://europa.eu/lisbon_treaty/full_text/index_dgmh

UN Resolution adopted by the General Assembly (ABFRE/298) p.1,
2. Available at:

46



http://www.unmikonline.org/Documents/GA64298.pdf

What is EULEX? Available at:
http://www.eulex-kosovo.eu/en/info/whatisEulex.php

47






The Global Economic Crisis and South East
Europe: Consequences and Challenges for
the Region

Valbona Zeneti

Introduction

The recent economic crisis has not left anyonefaotgd, showing that
all countries of the world are part of the globebeomy; developed or
developing, willing or unwilling, smaller or biggeaicher or poorer.

After a decade of macroeconomic stability and eomdnogrowth in
South East Europe, the boom came to an abruptar2@08. The global
recession impacted also the countries of South Easipe (SEE); some
of those were lightly and others deeply affectedthmy crisis. It seems
that the greater the integration, the more severémpact of the crisis.

South East Europe is experiencing the negative dispaf the global
recession, showed clearly by the deteriorationoofiesimportant indica-
tors as economic growth and foreign direct investis:i¢FDI). But is it
just the global economic crisis to be blamed fer ¢intire problems that
have tackled the economies of this region?

This paper will aim first to provide an assessmamnthe impact of the
global crisis in SEE, through the explanation dfedent spill over fac-
tors. The decline of foreign direct investmentansong the most impor-
tant spill overs of the crisis in the region, si®l has been considered
in the last twenty years as the main driving fofae development of
SEE.

! The article reflects the views of the author andot necessarily the official policy

of the U.S. or German governments.
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Economic problems in SEE are related mostly toowariinstitutional

weaknesses, and the global crisis is an additierplanation for the
stagnation of these economies. The main weaknettge gfconomic en-
vironment of the countries of South East Europé beldiscussed in the
third part of the paper.

The last part of will analyze possible ways of taak the crisis and
helping the economic recovery, suggesting thardhe of regional eco-
nomic cooperation is crucial for the economic depeient of the re-
gion.

Impact of Global Economic Crisis in South East Eurpe

The financial crisis that began to affect westeonrtries in late 2007
caused negative consequences in the South Easpdauraegion as
well. At the beginning of 2008 there was the gehi@ling that the re-
gion had somehow avoided the global crisis. Govermtmwere optimis-
tic, perhaps unwilling to recognize what was happgnn the global
economy; they all continued to project sustaineshemic growth. In-
ternational economists too, had underestimatedéhrerity of the crisis
in South East Europe, forecasting high growth riae2009 and 2010

The fact is that GDP growth in SEE slowed, stopped even turned
negative over this period. Taken as a whole, ¢éggonal GDP declined
5.4% in 2008 The worst hit countries were Bulgaria, Romania an
Croatia, which were also the most developed inréiggon. Kosovo, the
least integrated country avoided the full impacthe crisi§.  Albania
continued to have economic growth, though it waseio.

The extent to which the severity of the crisiswaderestimated is explained in
the paper of Peter Sanfey (2010) “South-easternfeuiessons from the global
crisis” where he brings examples of forecasts df NMorld Economic Outlook
and EBRD forecasts for 2009 published in their $ition Report 2008.

®  EBRD Transition Reports 2011.

4 Gashi, P. (2011). The global economic crisis kiagovo. LSEE.

®  Germeniji, E. (2011). The global crisis and itsgagation in Albania. LSEE
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In 2010 the best performing countries of SEE weosd<o (3.4% GDP
growth) and Albania (2.2%); other economies cordthto stagnate, as it
shows in chart below.

Chart 1: Impact of the Global Crisis on the econoorgrowth of SEE
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Source: EBRD

These trends compare favourably with those repdrimu developed
economies of the European Union, Eastern EuropdeoBaltic coun-
tries, but the very low economic level of developtnef SEE countries
and the catch-up effect of these economies shailidken into consid-
eration in analyzing the situation.

The economies of SEE were only indirectly impadigdhe global cri-
sis, since their banking systems were not diregtiyosed to the finan-
cial crisis; no major private banks failed. Altlgbubanking institutions
are owned by foreign companies, most of their asaet covered from
domestic deposits.

The effects of the global crisis reached the SERtifheast four main
ways. The main negative spill over effect is thié F®I; the fall of ex-
ports and trade in general; the decline of remitanand the impact of
the Greek economic and social crisis.
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First, foreign direct investments fell sharply imetregion. During the
last 20 years the region has experienced a higikase in the inflow of
foreign direct investments, but this can be exgdiby their very low
initial level. The worst indicators were noticed Romania and Bul-
garid, where foreign investment fell by 50% in 2009 camgal with the
same period in 2008 reflecting also the high shares of FDI in finance
and real estate (the chart below shows the inflow@l per capita in
SEE during 2008-2010).

Chart 2: Inflow of FDI per capita in USD into SouttEast Europe (2008-2010)
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Source: UNCTAD. Labels show the Inflow of FDI papia in USD in 2009.

Transition countries have used FDI as one of tharaad most stable
and sustainable sources for private capital. Isdus only bring capital
and resources, but also technology and know-hoegsscto world mar-
kets, upgrading of human capital, increase in thal fproductivity and
quality of output&

®  Both Bulgaria and Romania had experienced amase in their FDI inflows after

their accession into EU in 2007.

" In Bulgaria FDI per capita in 2008 was 1290 $2009 fell to 592 $. Source:
UNCTAD database.

8 Stiglitz, J.E. (2000). Capital market liberalipai, economic growth and
instability. World Development, Vol.28 (6), pp 63-9
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SEE Governments encouraged the inflow of FDI (& beginning
mainly through the privatization process), beligvihat this would be
beneficial not only for growth and development, blso for their faster
integration into European Union. Advanced econoimstudies for the
period 1992-2009, in the case of South East Eunogieat out the impor-
tance of FDI in stimulating growth and developmienihe economies of
SEE® showed also by statistical data that countrieh Wigher FDI per
capita have also higher GDP per capita.

Second, export markets in EU countries (especi@grmany, Italy,
Greece and Austria) dropped sharply in 2009 withesgsigns of stabili-
zation in 2018 Countries which suffered most included: Bosnid an
Herzegovina, Macedonia, Romania and Serbia in tin shdustry and
aluminum; Romania in the car industry; and othemtoes in their tex-
tile industries.

Countries that were hardest hit by the crisis hadgvily on exports as in
Bulgaria (exports were 58.22 % of GDP in 2068yhile other as Alba-
nia or Serbia did not feel a significant impatfhe table below shows
the degree of importance of exports in the GDPEE Sountries.

The study aimed to explore the relationship betwireign direct investment and

economic growth in South East Europe. The panedsgatcovered 8 countries

(Albania, Bulgaria, Romania, Croatia, FRY MacedorBasnia & Herzegovina,

Serbia and Montenegro) over the period 1992-200@MJ Generalized Method

of Moments) panel data system techniques were fsedhe analysis. Major

growth factors are taken in consideration in thiglgsis as initial income per

capita in the host country, human capital, trad#ation, governments spending,

domestic investments, credit to the private sectemittances, quality of

institutions and privatization process (the inflowf FDI were divided into

Greenfield and Privatization-related FDI) (Zen20,10b)

Zeneli, V. (2011). “Foreign Direct Investment aadonomic growth in South-east

European countries”. Ph.D. Dissertation.

1 sanfey, P. (2010). South-eastern Europe: lesfsomsthe global crisis. EBRD
Working Paper N0.113

12 UNCTAD, Economist Intelligence Unit

13 sanfey, P and Zeh, S. South East Europe aftardgsic Crisis: a New Dawn or

back to Business as Usual? LSEE, 2011

10
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Table 2: Export as % of GDP in South East Europe 2008, 2009, 2010

2007 2008 2009
Albania 28.16 29.41 28.02
Bulgaria 59.47 58.22 47.83
Croatia 42.79 41.91 36.09
Romania 29.3 30.43 31.22
B& H 37.33 36.8 31.8
FYROM 52.36 50.9 43.39
Serbia 29.79 28.99 26.91
Montenegro 29.79 39.6 33.32

Source: UNCTAD statistics, Economist IntelligenceitU

Tourism was also negatively impacted in countrieshsas Bulgaria,
Croatia, Montenegro and Albania.

Third, the decline of remittances from expatriaterkers, especially in
the cases of Albania, Croatia and Rom&hiahich affect not only do-
mestic demand but also the development of smallraadium enter-
prises, where they were one of the main sourcesisihess capital. This
impact is reflected in the goods, capital and laboarkets.

Fourth, the Greek crisis is likely to severely affthe region in a variety
of ways, because of Greek links with the Balkannecaies®. The first

negative spill over to the SEE would be a politioak. The economic
and social instability in Greece is likely going itapact the prospects
and timing of EU integration for some countriesSEE, since Greece
will less be able to play the role of advocatetdf tegion within ECF.

Other negative impacts would include: the risk iohfcial contagion,
since the Greek banks are heavily involved in #ggan having a share

14

CEIC database, Economist Intelligence Unit.
15

Kekic, L (2011). The Greek crisis- the threah&ghboring Balkan economies.
LSEE, 2011

The Greek Government has been touting its “Agettdiad” for admission of all
Western Balkan into EU within the next few yearski€ L. (2011)

16
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of more than 20% of the market in the financialtgecand negative
impacts on trade, foreign direct investments anaittances.

Trade relations with Greece are especially importanBulgaria, Alba-
nia, Macedonia and Montenegro, where exports te¢ceare on aver-
age 11% of total good exports for these courltfi€@reek companies are
involved in neighbouring countries through direovestments in the
banking and telecommunication sector (the majorilagihone compa-
nies in Bulgaria, Macedonia, Serbia and Albani&n@ either the first
or the second main foreign investbr.

Donations and economic assistance for developnearg hlso been im-
portant for the region, the Greek Plan for the Broic Reconstruction
of the Balkans (ESOABY of 500 million Euros being a good example.

The Greek crisis is also a problem because of aids between
Greece and the former communist Balkan countridgee Greece, wide-
spread corruption, large informal economies, tagidance, rapid ex-
pansion of consumer credit, very large current-antdeficit (in excess
of 10% of GDP) are some of the common charactesigti these region.

Is the Global Economic Crisis the Major Cause of BEgnomic
Problems in SEE?

It is clear that the region of SEE ultimately watsly the global crisis.
Although non- integration has been fortunate fansacountries, it re-
mains one of the main barriers for further econotdeeelopment.

Economic problems in the region are strongly relatevarious national
institutional and administrative weaknesses. SE&hemies suffer a
lack of competitiveness. The SEE region offers uaigpportunities for

7 Kekic, L (2011). The Greek crisis- the threah&ghboring Balkan economies.
LSEE, 2011.

Economist Intelligence Unit

Greek Plan for the Economic Reconstruction ofBatkans (ESOAB) was part of
the Hellenic Aid Action Plan for Coordination anéithonization (2004).
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foreign investors in terms of strategic positiomoXamity to Western

Europe, natural resources, human capital and imesgs policies. Nev-
ertheless, even before the crisis the annual inB6WDI remained very
low in the global context. Central Eastern Europeauntries have a
much higher level of FDI.

Today there is mere evidence that FDI geographgtridution is
strongly influenced by the host country politicaldanstitutional quality
because it reflects the foreign investors’ confmieon the domestic en-
vironment®. This is even more important for countries of Boast
Europe since all of them have experience of inktahin the transition
process.

Within the region of South-eastern Europe the itistion of foreign
investments is uneven, depending on the local enment, although the
countries started in 1990s from the very low ihiaenounts. Based on
econometric research, the quality of the instindioreforms is among
the main determinants for the attraction of FDSmuth East Eurofé

2 Dunning, J.H. (2006). Towards a New Paradigm e¥&opment: Implications for
the Determinants of International Business Activityansnational Corporations,
15(1), pp.173-228

2L Zeneli, V. (2011a). The determinants for theaation of FDI in South-east
European countries. The role of Institutions. PlDi3sertation.
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Chart 3: Stock of FDI per capita in USD into Southastern Europe in 1992 and
2010: Geographic distribution of FDI is influencedhostly by the host country politi-
cal and institutional quality.
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Even the benefits of FDI do not accrue automagcatd evenly across
countries, sectors and local economies. Nationkatipe are very impor-
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tant for attracting FDI and reaping their full béteefor developmerit.
The linkage between FDI and economic developmevgng complex. It
depends on certain policy conditions and absorptaeacities such as
human resourcé$ development of financial markéevel of openness
to tradé” and quality of institutiorfS. The quality of reforms and institu-
tions is significantly important for the positivéfexts of FDI in SEE;
countries need to have a threshold, a certain lef’&levelopment of
institutions and good governance, to profit fromefgn investments.

One major factor for the decline in foreign investits in South East
Europe is the fact that they were mostly markekisgg related to the
privatization process, and very rarely export-aeefl. The quality of

investments did not stimulate strong industrialelepment and sustain-
able growth through spill over effects, due to Hiesence of serious
presence of green- field investments.

Among the main concerns of potentially serious #toes have been,-
over the last two decades,- the political and tustinal instability in the

region, underdevelopment of the economies; disiatemy, wars and
ethnic conflicts in former Yugoslavia, and verynigvels of corruption

in most of these countries.

The transition process has not yet been completedost of the coun-
tries of the region. Institutional reforms have teeaperficial, new laws
continuously are passed but are not implementedrelts a huge gap

22 Dunning, J.H. (2006). Towards a New Paradigm e¥&opment: Implications for

the Determinants of International Business Activityansnational Corporations,

15(1), pp.173-228.

Borensztein, E et.al (1998). How does Foreigrestment affect growth? Journal

of International Economics, Vol. 45.

Alfaro L. et.al (2004) “FDI and Economic Growthhe role of financial markets”.

Harvard Business Review. Working Paper.

Balasubramanyam et al (1999). “Foreign Direcebtment as an engine of

growth”. Journal of International Trade and Devehgmt. Vol 8 (1), pp.27-40

Zeneli, V. (2011). “Foreign Direct Investment eadonomic growth in South-east

European countries”. Ph.D. Dissertation.

2 Zeneli, V. (2011a). The determinants for theaation of FDI in South-east
European countries. The role of Institutions. PlDi3sertation.

23
24
25

26

58



between the formally adopted laws and the institai ability to enforce

them. Most of the countries lack political stalyiland democratic ac-
countability of decision-making. The poor infrasture, the thriving

informal economy, problems with the property rigatsninistrative bar-

riers, non-transparent privatization processes, thedweak results in
fighting corruption continue to discourage foreiguestments and trade.
Political stability, meeting EU regulatory standardmproving infra-

structure, simplifying administrative proceduresiproving the educa-
tion system are among the top priorities rankednfimotential foreign

investors in the region of SEE.

Foreign investors and international institutidhslso raise concerns
about the quality of education and professionahiing in SEE. This is

related not only to inadequate public expenditurasalso institutional

weaknesses in policy formulation and implementatidhe key for

growth and innovation in transition countries is thevelopment of cog-
nitive skills, which has to do with the quality eflucation rather than
just numbers of school enrolmefitsThe lower is the quality of the
workforce, the less “qualitative” are investmerdsid they seek only
cheap labour providing only a short term fleetiragipve impact. Usu-

ally these investments are made in mature andiéessological indus-
tries where the chances of positive spill overs lanited. The brain

drain of the most competent young people is anatiegor concern for

the regiori’.

The involvement of SEE countries in internatiomable has grown sub-
stantially from the '1990s; but still external teaflows remain limited in
many of these countries. The degree of openneksnvicompared to
Eastern Europe or Western countries, with Albarasirtg the lowest
level and Bulgaria the highé&&tIntra-regional trade levels are low, very

% OECD Investment Reform Index, 2006 and EFA Gldbahitoring Report (2009)
UNESCO.

Hanushek, E. and Woesmann, L. “The Economicstefhational Differences in
Educational Achievement”. National Bureau of EcoimResearch (NBER),
Working paper 15494, April 2010

%0 EFA Global Monitoring Report (2009) UNESCO.

%L International Monetary Fund, 2008
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much below potentials, in spite of a new CEFTA agrent among the
countries that has substantially lowered tariffs foth imports and ex-
ports. The composition of trade remains a probliens dominated by
commodities; intra-industry trade remains very loMevertheless, main
problems still are on non-tariff barriers, inclugitengthy administrative
procedures and extensive corruption.

The global crisis is just an additional explanatfon the stagnation of
SEE economies, because of the lack of investmehtrarch more diffi-
cult and expensive access to international finaNewertheless, the de-
creased flow of FDI in the region does not depamtdedy on the lack of
financial resources, rather than the crisis hadhenconfidence of for-
eign business to invest in risky markets.

The Importance of Strengthening Regional Cooperatio for the
Economic Recovery of South East Europe

The lowest point of recession in South East Eusmgmnms to have been
left behind, the region felt less the crisis buli Wkely suffer more the
recovery”. The social impact seems to be long lasting, efer eco-
nomic growth will recover. The first reaction tcethrisis, consciously or
not is to close our economies from the global madm become a
closed economy. Although lack of integration gldpalroved to be for-
tunate in one sense, it is also one of the maindarfor further eco-
nomic development. On the contrary, the economgischas revealed
that the regional economic cooperation in Southt Easope is impor-
tant for regional stability, security and developrme

Countries of SEE cannot compete alone in the glotzaket place; they
don’'t have the necessary competitive advantage. régen of SEE
should offer a unique opportunity for investorstbat terms of size of
its internal market and as a base for export intestéfn Europe. With
over 50 million people, with growing purchasing pavof its consum-
ers, cumulative gross annual income of over $ [Bhiland geographic

32 World Bank, 2010
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proximity to Central and Western Europe, the SEjtore should present
an attractive destination for market and efficiesegking serious for-
eign investors.

Serious regional economic cooperation in South Easbpe began in
1999 with the strong involvement of the internatibcommunity, espe-
cially the EU, with the goal of establishing a widegional reconstruc-
tion and development.

One of main initiatives was the Stability Pact f8outh-Eastern
Europé®, which in 2008 was ultimately replaced by the Regl Coop-
eration Council, representing a milestone in thggoreal cooperation in
line with the EU goals and objectives.

The EU’s Stabilization and Associatirprocess is another very impor-
tant initiative, with three significant aims: th&akilization of the coun-
tries of SEE and their transition to the marketnecoy; promotion of
regional cooperation, and eventual membership tofaan Union.

Progress has been made in the recent years andhgithssistance of
EU, SEE has institutionalized to a certain level #tonomic coopera-
tion on the fields of regional trade, energy, t@ors and common avia-
tion area. A Significant accomplishment in cooperatis the new
CEFTA 2006, which is a regional FTA signed in 208& ratified in
2007. This agreement replaced 32 Free Trade Agmemvith a single
stable regulatory framework. Another area of coapen is the Trans-
port Community Treaty, -negotiated since 2008 betwthe EU and the
Western Balkans, - which aims to establish an nateg market for
transportation infrastructure in the regldnyet another example is the
Agreement on European Common Aviation Area (ECRAyhich inte-
grates the region into the EU internal aviation keairs another one.

33
34

http://www.stabilitypact.org
http://ec.europa.eu/enlargement
% EU Commission,(2009)

% EU Commission,(2009)
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Regional cooperation is important not only for tih@nsition of these
countries into European Union, but also for inciegishe importance of
the region as a whole in the global market. Codjparas also impor-

tant, because it offers the possibility of resalviregional issues. The
Region confronted many challenges over the pastudmg relapses,
wars, ethnic conflicts and misunderstandings. Thesmnts generated
political instability and consequently a high rigk investment, hinder-
ing the sustainable economic development of thatr@s.

Strong economic and political cooperation is pdssin South East
Europe, because the region shares traits of commsiary, heritage,
cultural and social values. These conditions wereforced by the in-
centives from the EU to create regional cooperatiéneater cooperation
reduces instability and political risks, which ahe main concern of
foreign investors in the region. Intensified co@tem could assure
smoother and faster integration into the EU. Pregrehould help in-
crease regional competitiveness and achieve sabtaireconomic and
social development.

Conclusion

In times of austerity and shrinking government letdghere are a num-
ber of opportunities for regional cooperation: cewil trade cooperation,
FDI friendly regional policies, cooperation in stgthening the institu-
tions, particularly in the struggle against corfoptand organized crime
and development of human capital.

Countries can strengthen regional trade cooperalira-regional trade
is on a modest level. The structure of regionalldrés dominated by
commodities while intra- industry trade remains lbacause of trade
constraints, including various tariffs, quotas &ecently, governments
have had some success in easing administrativeeqguoes to imports
and exports, but they still lag behind others amsequently remains a
huge potential for further cooperation.
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Levels of Intra-regional trade can be increaseelbyinating tariff and
non-tariff barriers. The countries of SEE shoulch & achieve as soon
as possible complete trade liberalization and felmhination of tariffs
and quotas. Non —tariff barriers are among the rohstacles to foster-
ing regional cooperation and achieving a fastenenuoc recovery.

The CEFTA agreement offers a unique platform fovegonments to

solve problems of non-tariff barriers and to wodgdther to decrease
obstacles. Customs and trade regulations shouldhdomonized and

adapted to European standards. This would lowesaetion costs and
would improve competitive advantages of countrle®ugh exploiting

economies of scale. All of these would facilitat&a-regional trade and
make the region more attractive. They would aldp tee resolution of

issues concerning regional projects, which neednanton overall infra-

structure.

Countries of the region should also work togetherircreasing trade
with the rest of the world. The main market for estpremains the Euro-
pean Union and all countries of SEE should aimntréase their per-
formance in this respect.

South-eastern European countries should contindecizss on policies
and reforms that promote institutional developmend develop a
friendly environment for the attraction and targgtiof “qualitative®’
foreign investments. To attract FDI and start a ogale of development
in South East Europe, countries should developsauiable investment
and business climate

Consistent political stabilit§), efficient enforcement of laws, healthy
fiscal and monetary policies and strong anti-caiaupreforms can con-
tribute to the attraction of quality foreign invesnt and capture their

87 Qualitative FDI are those foreign investmentschttiring growth and

development in the host country through their pesitlirect and spillover effects.
%8 EBRD, 2010
% Ppolitical stability is referred to good governanaule of law and counter-
corruption.
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positive effects on growth and developnf@nMore importantly, these
policies should be able to direct the inflows ofIRD the sectors that
augment domestic investment and lead to sustaireglieomic growth.
There is a need to understand the developmentitenéfFDI in order

to effectively target “desirabl&” foreign investments.

The existence of the rule of law and efficient arahsparent public ad-
ministration are preconditions for business devsept and FDI in-

flows. In this respect countries of the SEE shauntiease their coopera-
tion in the fight against corruption and organizesine, which are also
main concerns of the European Union. Governmerasldishow results

and implement the very necessary and expectedmsfor the fields of

public administration, judiciary, and competitioalipy. Regional coop-

eration is crucial for information sharing and exiebes of best prac-
tices.

The interaction between research, education andvation can be a
driving force for economic development in SEE. Cloes of the region
should establish and coordinate their programsostef a high quality
education and training systems to prepare upcogpmgrations for new
challenges. Strengthening education, training,aebeand innovation
policies through reforms, are preconditions foomstyer investment in
R&D. There is a general need to improve sciensfrticture in the re-
gion, attract experts, and reduce brain drain. iPggending on educa-
tion in general is very low, reform is needed.

The traditional role of the state is changing; gliaation largely com-
promised its ability to manage the economy andetratl the same time
diminishing its sovereignty. Nevertheless the stateains very impor-

40 Zeneli, V. (2011). “Foreign Direct Investment adonomic growth in South-east

European countries”. Ph.D. Dissertation.

The new concept of desirability of investmentsanetargeting and focusing on
specific industries or firms with the objectiveaduild a critical mass in new in-
dustries, deepen clusters and introduce new skilistechnology. Enderwick, P.(
2005). Attracting desirable FDI: Theory and Evidentransnational corporations,
Vol. 14(2). United Nations
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tant. It is important for how countries approack tjlobal market for
their development and for creating a favourablerenment for foreign
and domestic investments.

Strong cooperation is important for increasingdbmpetitiveness of the
region in these very difficult post-crisis time3he speed of the recov-
ery in South East Europe will depend on how fas¢das from the crisis
will be learned, how well new policies will be dgsed, coordinated,
introduced and implemented to cope with the newities of regional
existence.
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Keeping the Western Balkans in the EU’s
Gravitation Field

Andreja Bogdanovski

As of 2013 Croatia will officially abandon the “Wesn Balkans” refer-
ence and will replace it with “the new EU membatest. This notion
has a powerful significance and basically confiimst the EU integra-
tion strategy for the Western Balkans is working.

By slowly dismantling the Western Balkans (in ignceptual under-
standing) we witness that the region is slowly egdowards full inte-

gration with the EU. However, if it took ten yedos only one country

to remove the Western Balkans sticker, the quedtiah remains is
whether there is maybe a need for a readjustmethitechAccession proc-
esses?

Apparently the keyword of this conference panétissis”. By doing a
simple Google search of this term, the results ftbmn last ten years
suggest that the EU went through three crises @h sushort period of
time.

First there was the so called “enlargement crisek in 2004 when the
EU feared that embracing so many new member staigst block its
institutions. In 2007 the European newspapers wegerting heavily on
the “Constitutional Crisis” and ever since 200&ithe European finan-
cial crisis that keeps the public alert. Thus, wimaikes the current EU
crisis exceptional for the Western Balkans?

Luckily, compared to the other two crises when s&tleofficials heav-
ily commented that there might not be any furthdaeement after the
big bang, the current crisis seems to produce rapneed response by
reaffirming the open door policy for the region.

67



On the more negative side one first has to condider the EU crisis
affects the EU internally and whether those intedsvelopments pro-
duce spill-over effects towards the Western Balkdiie nation-centric
discourse prevailing in some EU member states isherrise while at
the same time some of the core EU values, suchhedréedom of
movement, are constantly under a threat. For tHiasgliar with the

Balkans, when some EU leaders declare “multicuigmaas dead” it is
only a matter of time that such statements prodwemter effects in a
region where multiculturalism is in the procesgeatuilding after years
of war and conflicts.

In such developments the question arises, whelleelEU has the capac-
ity to foster its own soft power towards the WestBalkans or simply

creates a fertile ground for domestic democratoesbacks? Even after
20 years of heavy EU engagement in the region threrstill some secu-
rity related concerns which might slow down the ralleprocess and

harm the region’s prospects:

. The situation in Bosnia and Herzegovina and Kosstilbremains
to be considered as tricky while recently Maceddnasa joined this
club too. Namely, the unresolved name dispute Gitbece pushed
Macedonia towards populism and ethnocentric psliitich ulti-
mately led to creating a fruitful ground for intethinic tensions, re-
sulting in the sporadic inter-ethnic incidents.

. The increasing calls for secession of the KosovetiNand the
arrests play between Belgrade and Pristina digpkayragile secu-
rity environment in Kosovo.

. While in Bosnia the required reforms for fosterthg EU integra-
tion processes show at least little progress, &tiis not fully in
compliance with what the EU is hoping for. To gae example:
the Stabilisation and Association Agreement whias woncluded
in 2008 and has never been put into force.

. Not considered to be a security issue but stibwaht for discus-
sion: the political deadlock in Albania regardirge tinvolvement
of the opposition parties in the country’s polititiée still blocks
Albania from acquiring EU candidate status, whidhaiia was
hoping to achieve ever since 2009.
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It is evident that not all of the countries fronethegion move towards
Brussels in the same pace and determination.tksitpolitical leaders
from the region cannot deliver in terms of reforongnight it be that the
EU is pushing too hard in this early phase of irddgn and some of the
reforms required are simply not possible to bevaedid and more “car-
rots” are required?

With an overwhelming support for EU accession, Western Balkans
clearly stay in EU’s gravitation field. The curramtsis though brought a
new question on the horizon and that is whether&testill possesses
the strength to act as the gravitation pull?

Without any doubts the economic crisis has undegththe magical role
of the EU across the region. With the skyrocketingmployment rates
across the EU and cut backs on spending, is thstit@dttractive for the
Western Balkans? When the enlargement of 2004 pexde the news-
papers in the region were overloaded with storres fagures about the
benefits and support the new member states wilfrget the member-
ship. However, with Croatia’s accession that doets seem to be the
case.

Still, promising EU membership is what the courstrieom the region
want to hear, making the EU integration processthre security policy
in the Western Balkans. Without it the region & fe itself and it might
not take long until the shadows from the past reviv
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The EU and Albania: Dealing with Repercussions
of the EU Crisis on Albania’s Aspirations to
Membership

Enfrid Islami

While the current economic crisis with which the EJtruggling may
very well determine the fate of accession of mainhe aspiring Balkan
countries, it has not directly affected the sitoiatin Albania. Constant
internal political conflict is much more an impedint to Albania's aspi-
rations for membership than any other externabfaat current. Popular
support for EU membership amongst Albanians ise#sing, according
to recent surveys from the Albanian Institute foternational Studies
(AlIS), it still remains high when compared to atlweuntries in the re-
gion. This is a clear indicator of several lackamgidst the public Alba-
nian perception of the EU.

First, it shows a clear lack of information on wiidl accession means
among the average Albanian. This in turn means Hids internal
struggles and financial woes have little if no effan what the average
Albanian perceives the EU to be. Lack of informatabout what the EU
is and how it works, leads to the inability of zéns in Albania to iden-
tify advantages and disadvantages in becoming anniebhber. Sec-
ondly, EU integration has, at the least for the [Es years, been the
main pillar of every party platform and governmenbgram. Many of
the reforms implemented and laws approved have @éen justified as
conditions dictated from Brussels, giving them smu# of legitimacy
in the eyes of the public opinion.

Therefore, it is hard to imagine EU accession assimg in the political
agenda of the current government, or the one toecdrhus, despite
everything that might be going on in Brussels, Edegsion will consti-
tute a major focus point of political parties, agaernment action in the
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country. Thirdly, relations between Brussels antiahia have been at a
halt for the last few years. With the country faglito receive the candi-
date country status twice, relations with Brussedse been limited to
inflow of recommendations and conditions for theroy to fulfil. This
means that major EU financial woes will not afféuis stagnant rela-
tionship.

Toward Integrations: Progress in the Making

In spring 2009Albaniasubmitted it official application for EU member-
ship to Czech Prime Minister Mirel Topolek, whoseictry held the EU
presidency at the time. Despite several calls filoenEU commission to
the country to wait until after the June 2009 gehetections, Prime
Minister Berisha decided it was time to make All@@siEuropean aspi-
rations official. With only a few months before @iens were due, the
PM’s decision seems to have been the beginningpefetectoral cam-
paign leading to the general elections. With ntberf 90% of public
support towards EU integration in 2009, it woulst be unwise to sug-
gest that the DP used the official application asdheir main winning
horse in the upcoming general elections, thusnguthore emphasis on
the DP’s intention to make integration the founolatof their electoral
program. Regardless of the reasons though, thedmefsbania’s road
toward EU accession were finally on.

Although a relatively short period of time has maksince 2009, there
have been a lot of developments in the countryél roward EU inte-
gration. The first challenge which the governmee¢ded to deal with
after the submittal of the application, was ansmgtihe questionnaire
by which the EU could evaluate where Albania stgodelation to its

European aspirations.

http://www.globaltimes.cn/world/Europe/2009-04/428tml
Albanian Institute for International Studies+&aptions and Reality (2009)
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Immediately after receiving tAeuestionnaire, the government initiated
a highly intensive effort in order to answer thege&anumber of questions
in the shortest time possible in order for it rotdrn into an obstacle in
the country’s road toward integration. More therd@2ublic admini-
stration employees and over 27 foreign expertsduketmplete the task,
and eventually Albania submitted its answers backhe EU on April
14, 2010. However, the EU thought it appropriatednd back a number
of extra questions to the government. Again, theegument managed to
answer all of them in a relatively short time, dhd final answers to EU
questions were submitted on Jun& 12010.

In 2009, Albania held its general elections, witlke DP securing a sec-
ond mandate to form the government. The DP haelyoon a contro-
versial coalition with the SMI( Socialist Movemefdr Integration)
headed by llir Meta, in order to be able to seawgpvernment in accor-
dance with the constitution. These elections wergeasted by the SP,
which rejected them as rigged and the coalitionvben the two parties
as the “coalition of shame”. The SP did not recegrthe government
coming out of the 2009 general elections, whictgeered the beginning
of a long lasting political crisis. As a resultetBP boycotted the parlia-
ment causing a halt in Albanian parliamentary life.

The opposition asked for the opening of the bdllates in a series of
protests in Tirana and in several cities aroundcthentry. On May 2010

after the political situation was close to its pethle SP decided to resort
to a hunger strike in front of the prime ministiy,order to support the

cause of ballot boxes opening which had turned timorunning slogan

of the political behaviour of the opposition aftee 2009 general elec-
tions.

Only a few months before the awaited EU progrepsrtenvas due, the
DP and its allies considered this an act of irresgae politics aimed at
obstructing the country’s road to the European dnio

®  http://old.balkaninsight.com/en/main/news/24458t287 ( Albania receives EU
Questionnaire)

73



On November 2010, the EU released its annual pssgeport on Alba-
nia’s performance in its road toward accession. djpaion of the com-
mission stated that a further improvement of thétipal criteria was

needed. Consequently, the commission did not tAiblania was ready
to obtain the official candidate status. The Eusmpeommission also
approved 12 key priorities which would serve asfthendations of Al-

banians progress towards EU accession. The conumissged the gov-
ernment to devote its efforts towards a reinforaengd parliamentary
dialogue with other parties in order to adopt pegdiaws which re-
quired qualified majority to be approved, appointinef the Ombuds-
man, electoral, judicial, and administrative refoadioption, the imple-
mentation of an effective strategy against coramtiorganized crime,
human rights implementation and a final, satisfacteolution to the
property ownership issue.

Expectations: Are we there yet?

Despite the heated political debate, the Ministiryntegration adopted
an Action Plan which was meant to address all Ibmanendation

found in the 2010 Commission opinion on Albaniaitegration process.
However, the relative short time till the next coresion progress report
which was expected in autumn of the same year, nadsost impos-

sible for Albania to expect a positive answer anlitd to obtaining a
green light for the candidate country status. Orvevaber 12, 2011,
unfortunately these expectations were met, andeth@ence again urged
the Albanian government to reach an overall palitmonsensus, which
was considered to be a necessary tool in ordeeti@rbimplement the
previous recommendations, whose addressing, acgptdithe EU Pro-
gress Report, had not been satisfactory up tdithat

Eventually, after a two year heated political climahe two major po-
litical actors, the SP and DP reached an agreemileich was meant to
be the cornerstone of the future progress of thentty on matters re-
lated to EU integration. The agreement was reacimeNovember 1%,
and though fragile as it may be, it has so farltedun the addressing of
many of the recommendations put forward by the ERG10.
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Consequently, after the opposition proposed Mi. Tgitozani for the
position of the Ombudsman, he was approved by &figdamajority in
the parliament and currently resides on this offide the same time,
several laws requiring a qualified majority in tbarliament (3/5) have
been passed such as, the air, naval, road andcayadedes. Meanwhile,
a Law commission was put up by the parliament, Wwhias to address
the issue of the Administrative Court, a speci@quirement by the EU.
The commission has been working ever since to reactutual agree-
ment on the composition of this court and its gigson. So far there
has been great development in the works of thisngigsion with only a
few technical details left to decide until a firdtkft is proposed to the
parliament for approval.

The issue of electoral reform has also been adehldsg the two parties,
with an ad-hoc commission currently working to fitlngé better solutions
possible for this matter. In a roundtable with kceaciety in the end of
March, the two co-chairs of the commission said thay had been able
to address a considerable number of OSCE-ODIHRnmegendations
resulting from the last elections, and that thededeamendments to the
electoral code were being introduced. They showedidence that the
electoral reform would be finished in time in order enter the 2013
elections with a more suitable electoral code. e parties are also
currently working on a reform of the parliamentayde for which a
mutual agreement has to be reached following camigldrom the SP
for unilateral undemocratic changes to the ladsryvell as on adopting
new rules in the penal code.

The 39 stabilization and Association committee held iteetmg on

March 20", 2012, and it emphasized the fact that the pasipiolitical

climate which was created by the agreement betweetwo parties has
contributed in a more appropriate environment fddrassing many of
the recommendations which the EU has submittetidcAbanian gov-
ernment. Recent developments have resonated wibifcU and posi-
tive feedback on these developments has alreadhedathe country.
With some of the recommendations still needing wiorlorder to be
fully adopted, such as the property ownership, #redappointment of
constitutional court and high court judges, theeztations for the 2012
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Progress report are high. It should come to normapthat if the current
positive dialogue continues between the two mogiontant actors in
Albanian politics, which have the greatest resgahtsi for implement-
ing the reforms needed and approving laws in titkapaent, continues,
the country will at last get back on track towaBtassels.

Regional Context: Last, but Hopefully not the Least

Although a relatively short period of time has maksince 2009, there
have been a lot of developments in the countriad towards EU inte-
gration. The internal political climate has beemaamstant tug of war
contest which has managed to annex most of thenesagssities of the
Albanian society, such as better courts, bettecaiitan, healthcare, job
market etc, while engaging in unproductive disaussiover who gets
what and when on matters of power. Not that sucbhaviour is a pecu-
liarity for the Albanian political class of the gosommunist era, and
today, just as years ago, the costs of such audstiare there for the
citizens to pay. In view of the so much proclainigdegration cause”,
this attitude has been even more devastating. Mithtenegro receiving
the green light for the next stage of accessioROnl, with the Former
Yugoslav Republic of Macedonia having been a catdidountry since
2005, and with Serbia obtaining the green lightdandidate status on
March 2% 2012, Albania, together with BiH was surprisindggft be-
hind by almost every country in the region, desfite fact that it was
almost the first to start the negotiations proceslk the EU on the mat-
ter of accession.

If one attempts to go into a deeper analysis oiridevzidual cases of the
above mentioned countries and their road towardesson, one would
find it hard to understand how a country whichasrsto be celebrating
its 100" anniversary such as Albania has failed to accahpiis 20
years old dream of being part of the EU family a&Q feaving its citizens
with what probably could be considered as a sligbling of inferiority
toward their neighbours. Surely, the other coustoéthe region must
be much better considering that they are aheathanptocess. Or are
they?
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Montenegro, with a population of approximately ®&®, declared its
independence from Serbia in 2006, and only sligatigr initiated nego-
tiations for EU accession, was still able to futlquirements and to in-
troduce the required reforms in both its economid social dimensions
better and quicker then Albania. For this levelarfg term planning the
Montenegrin government was rewarded in 2011 with tandidate
country status.

The example of Serbia is even more astonishingodnty which has
been home to ethnic conflicts on a mass scale #ftedissolution of
former Yugoslavia, and has been responsible faetlwars in the last 20
years, was still able to accomplish what neededrder to be able to
proceed with its European aspirations.

Macedonia, much similar to Serbia in the termstbhie conflict levels,

while having to deal with matters of state iden{iname dispute with
Greece), ethnic coexistence (Albanian-Macedonialatioas), has

achieved its candidate country status in early 2@0& its next steps
toward accession have only been halted by a singake of diplomacy.
The case of Kosovo is perhaps too clear to be &lan into account.
The country still has to build a sustainable dermogrand strong institu-
tions before it can aspire to be part of somethmgnportant as the EU.

By all means, it seems as if Albania will be amalng last countries in
the region ready to take the next step towards Etéssion. But the
guestion of how Albania managed to slip at thedmtbf such a list,
apart from astonishment, remains a mystery to mdwtrefore, the fact
that Albanians are currently showing a certainifgebf inferiority to-
wards their neighbours should not come to a swepris

Collateral Damage: Repercussions of the Greek Crision Albania’s
Aspirations for EU Membership

The current EU crisis might not have a direct dffec the Albania’s

aspirations to European integration. However, thentry may still have
to face repercussions of the current situationames of the member
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states, both in the political and social level. Hiteation in Greece for
instance, which is Albania's neighbour and ondfajor trading part-
ners as well as an EU member, may very well digddbania's future in
the short to medium term in matters of integration.

The fragmentation of voters support in the latestegal elections in
Greece prevented any party for obtaining the necgsaajority needed
to form a government, which could help the countigve forward on its

efforts to recover and abide to the austerity messagreed to with the
EU, in return for financial help. This means thae tGreek financial

chaos and its spill over effects will continue tweiaten not only Greek
people themselves, but many of its trade partnerthe region. With

more therf 600,000 of its nationals currently residing in &re, one of

the countries who is going to be mostly affectedltsnia.

Consequences of the Greek hard financial timeé\fioania range from

the drastic fall of remittances of Albanian immigts headed towards
the country, return of a considerate number of igramts to Albania,

the closing down of the several Greek companiegently operating in

the country, dangers related to the private bankewjor, and even the
possibility of deprecation of Albanian’s assets Gmeece if the old

drachma is brought back. However, the aftershod&reiece’s financial

earthquake in Albania will not only be felt on tbeonomic level. While

diplomatic relations between the two countries hasen stalling for the
last three years even without the crisis , a tongte attitude from the
upcoming government towards Albanian immigrant&meece may rep-
resent one more reason for this relationship tawyry. Keeping in mind

that a unanimous decision is needed in the EU oatlven Albania

should obtain the candidacy status these autunphprdatic repercus-

sions of the long lasting financial crisis in Atlsemay represent a defi-
nite deal breaker.

The latest trends show an increasing number of rAdims heading back
towards their homeland in search for better oppaties and possibly a

4 http://www.revistamapo.com/lexo.php?id=2209Kriza Greke dhe viktimat

Shqiptare-Ervin Qafmolla)

78



job. However, the return of even the smallest foactof the almost
600,000 Albanian immigrants would turn into a burder the Albanian
economy, because of the lack an efficient immigranirn strategy from
the Albanian government, as well as the lack otfwming reintegrating
mechanisms. With unemployment floating at almosibdi® of what is
officially declared {government evaluates unemployment at about
14%), the prospect of having people coming backftareece in search
for a job would actually worsen the already chagilr market in Alba-
nia. Some would also argue that immigrants who migime back may
also introduce the market to new kinds of serviesswell as a fresh
inflow of capital, but the effects that the lattaight have on the Alba-
nian economy remain to be evaluated.

The drastic fall of remittances also needs to kertanto account while
we analyze the effects that the crisis next doauld/tnave on the Alba-
nian economy. As Andi Balla underlines in his detiéVorrying about
the Crisis next doof” “Migrant worker remittances have hit a new re-
cord low. Partial 2011 data indicate a dive of agthas 42 percent for
the year's first three quarters compared to the esgeriod in 2010. By
comparison, remittances dropped by 12 percent 2600 to 2010. And
the weight of remittances is huge in the Albaniaonemy. They ac-

counted for 10.7 percent of the GDP in 2009 an® p&rcent in 2007

The current financial situation and the effect ttag having on the
Greek banking sector are easily transferable tcadib as well. With
Greek banks, holding about 35% of the banking sdatdhe country,

the possibility to see Greek Bank branches in Alibbann into some sort
of difficulties are anything but remote. In spitetbe fact that national
laws protect deposits in these branches, whileesame time prohibit-
ing them to move these reserves out of the couiftrg. reduced capital
inflow from their mother Banks would make it harder Albanians citi-

zens and business to acquire loans from these eaniahks at home.
These banks may also consider it appropriate tdaet on financing

http://www.instat.gov.al/
http://www. huffingtonpost.com/andi-balla/worryindpaut-the-
crisis_b_1242482.html
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until the situation in Greece is more stable, antil what might happen
in the near future becomes a bit more clear. Théaek would clearly
be a disadvantage for the financing of private rpniges in Albania,
thus slowing down economic development for the tguim the short
term future. As Shkelgim Cani says in one of higckes on the effect
the crisis would have in the banking sector in Alba™ The first thing
we will be able to notice is a period of step b&akn Greek banks(
maybe even lItalian) on crediting the economy, mdsticause of their
inability to attract funds from their parent banks their respective
countries

Experts seem to agree on the idea that on mattdnsamcial interests,
Albania has much more to lose then to gain whesoihes to dealing
with the Greek crisis. As Jens Bastion stat&Ehe political and central
bank authorities in Tirana should not underestimidwe twin Greek eco-
nomic and sovereign debt crises. Their potentigllications medium-
term are considerable. Some spill over effectsaready manifesting
themselves in Albania. In a word, despite a remlalkkaconomic suc-
cess story during the past years, Albanian poliakens would make a
grave mistake by judging that they are immune teelbpments in
Greece.”

While trade with Greece accounts for more thit?s of total imports in
Albania, and around 5,5 % of total Albanian expoittss only a matter
of time until the aftershock of the financial eayptlake in Athens, has an
effect on the economic growth of the country. Unfoately, recent data
from Bank of Albania shows that has already statetbppen.

The latest political developments have mountedsfedirthe radicaliza-
tion of Greece’s approach towards immigrants indbentry. Analysts
and politicians around Europe are suggesting thatcombination of
economic insecurity and political discontent thas lfiollowed the finan-

" http://respublica.al/author/shkelgim-cqAiccessed, 22.05.2012)

8 A Crisis At The Gates That Should Not To Be Undienaged(paper presented at
the Albanian Institute for International StudiedI@ seminar series, Debating
Economy in Times of Crisis, in Tirana on July 201p

http://instat.gov.al/
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cial crisis in Greece has proved to be a fertitellor an increase in ex-
tremism, which is even further proved by the risehe Golden Dawn

party in the latest elections. Despite the fact tha latest results from
thegeneral elections are a show of citizens resenttomrds the two

big parties for their involvement in the implemeida of tough austerity
measures, rather then clear support of the ragichiical parties, the

concern over the effect that parties like the GolBawn might have on
Greece’s attitude toward immigrants is real. A waraRreek state would
find it hard to be able to manage the rise of matiem within its bor-

ders, and could eventually turn into a menace tabikty and peace in
the region. As consequence, one the countries whalkld be affected

more from this phenomenon would be neighbouringaAia and possi-
bly Macedonia. For a long time Greece has beenideresl by the EU

as playing an important actor in the overseeinthefintegration process
of the region. A weaker Greek state will in thiggmective be more of a
security consumer, rather than a security provider.

The uptight relationship between Greece and Albamigy also consti-
tute a threat to the relationship between TirarthBrussels. With Alba-
nia hoping to receive the green light from Brusseibtaining the can-
didate country status this fall, the prospect ef timanimous decision of
the EU member appears less likely with an unhapme&e. As such,
the composition of the next government in Athems| more importantly
its planned attitude towards Albanian immigrantsideg in Greece,
may very well define not only internal political dasocial changes in
Albania, but most likely they will also influencts iforeign policy priori-
ties.

Looking at the bigger picture it also interestimgnote what repercus-
sions the Greek crisis may have in the region’sraspns to EU integra-
tion. While Brussels currently struggles to dealhwt internal financial
problems, with Spain, Italy, Portugal and Greecetasiggest chal-
lenges, European leaders might not feel so ent$tissiabout enlarge-
ment any longer. The postponement of the processtexjration for the

10 http:/lwww.guardian.co.uk/news/datablog/interad®@4 2/may/06/greece-

elections-results-mafsreece Election Results mapped)
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region would mean a slow down in the implementabbmuch needed
reforms in these countries, as well as a possikkotlition of the inter-
nal political cohesion which was mainly a resulthafving EU integra-
tion as a common goal.

In these terms, the already fragile political sitwain Albania may not

be flexible enough to accept the postponement ®fBb goal for an

unspecified amount of time. EU integration is tlaerct leading the Al-

banian political elite to overcome their party net&ts in the name of a
well defined objective after the agreement betwiberntwo political par-

ties last November. Ruling that out as a possyhititthe relative short
future as a result of EU’s scepticism over theighdf the region to pro-

vide for financial stability would be nothing shafta blow to the inter-

nal policy making process in Albania.

Rejection Implications: Back to the Future?

Although havoc is not imminent in the current stateaffairs in Alba-
nian politics, it must be said that the dialoguéween the two major
political parties is extremely fragile. It seemsaay reason could be the
one sending the two sides back to their previosscties, let alone the
issue of EU integration. In the aftermath of thériital of the official
application in 2009, and particularly after the geh elections in June
on the same year, the relationship between theptlitical parties dete-
riorated, reaching its peak thJanuary 2%, 2011.

The general trends seems to be that after evengakfrom the EU to
grant the candidate country status to Albaniaptblgical climate spirals
back out of control with sides putting blame onleather as to who
lacks more in willingness and responsibility on the&gration topic.
Each time the progress report is provided by then@assion, political
actors engage in a one-sided reading of the papmhvsets the parties
even more apart from each other, in complete dsscefpr national in-

Y http://www.bbc.co.uk/news/world-europe-122534@Three killed as Albanian

protesters clash with police)
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terest. Furthermore, with the level of fragilityatithe current agreement
between the two parties has, another rejectioruianan could also risk
sending sides back to the previous state of constanilict.

Obviously, this kind of polarized environment is papductive soil for
much needed reforms introduction and implementa#ana result, cur-
rent reforms that have been under way after lgstzs agreement might
be slowed down or even halted, while replaced hyrastuctive political
quarrel. Not only will reforms be slowed down, buA\lbania fails yet
again to achieve the candidate country status fanaw, the rise in the
political tension could lead the Albanian public fexce a highly un-
friendly environment in view of the general eleagdn 2013.

Therefore, the best message that the EU could geasides, in order to
further stimulate changes in the country, mightdallow it to take the
next step toward integration, instead of riskindgpteak the rope by pull-
ing it too tight.
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U.S. Engagement in South East Europe: With
and Without the European Union

Matthew Rhodés

|. Introduction

Two decades after Yugoslavia’'s collapse, South Easbpe remains an
active if diminished focus of American engagemesince taking office
in January 2009, the Obama administration has woed the trend to-
ward a supporting U.S. role in EU-led consolidatand integration of
the region. Within this framework, the United Sgtenain task is to
encourage, facilitate, and reinforce European Ueitorts.

However, incomplete confidence in the EU as welinaareas of inde-
pendent interest inhibit full reliance on this apgch. Newly intense
internal EU problems, growing Chinese and Russcam@mic presence,
and lingering ethnonational tensions leave the pgeeia Union not quite
“the only game in town® American policymakers’ balancing act now is
to preclude a renewed security vacuum in the regioite ensuring that
their separate initiatives complement, or at ledstnot undermine,
“track 1” EU work. This could however change if peat challenges
intensify.

Il. Transatlantic Context

In assessing the broader state of transatlantatioes within which
U.S.-EU interaction in the Balkans takes places ithportant to avoid

! The views expressed in this paper are solelyettmfsthe author and do not

represent the official policy of the George C. Mma§ Center or the U.S.
Department of Defense.

Jacques Rupnik, “The Balkans as a European @ugstn The Western Balkans
and the EU: ‘The Hour of EurogeChaillot Paper #126, June 2011, p.20.
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the extremes of complacency and alarmism. Forallusual reasons —
cultural and societal links, mutual trade and itwest, common values,
and unparalleled institutional ties — as a wholeoga remains Amer-

ica’s most important international partner. Howewg!S. policy circles

increasingly view transatlantic cooperation as @tpate to the scale of
global challenges and tending to grow weaker avees.t

The Obama team had originally hoped its arrival Maeverse those
latter negative trends. The annual Pew Centre Glatidudes Project

found public confidence in the American Presidentountries such as
France and Germany rising from under 15% in Presi@ish’s last

year in office to over 90% in President Obama’stfir However, while

Obama’s ratings have held up better in Europe #tdrome, they have
mostly failed to translate into greater tangiblegpsart from European
governments for his administration’s internatiopadrities.

The first example is the world economiyew York Timegournalist
Thomas Friedman dubbed the global financial cri€bama’s 9/11.”
However, on this highest priority issue, much ofrdpean policy has
been diametrically opposed to the new administnatla spring 2009,
Prime Minister Mirek Topolanek of the Czech Repahbivhich also held
the EU's rotating presidency, condemned Obamalsfealcoordinated
fiscal stimulus as a “road to hell.” German Chalwcehngela Merkel
has been less colourful in her public languagedutally insistent on
austerity. As the downturn began with the collapsthe U.S. mortgage
market, many Europeans have discounted Americaic@adn a crisis
“made in the USA.” From Washington’s perspectives resistance has
deepened problems within the Eurozone that novwatéreglobal recov-
ery as well as Obama’s re-election prospects.

The second example is NATO, the paramount trangatlink. Here the
financial crisis has exacerbated long-standing io@ss over burden-
sharing. In February 2011 NATO Secretary Generad farmer Danish
Prime Minister) Anders Fogh Rasmussen reported fgao members
had collectively cut their defence budgets by $dlioh over the preced-

® Pew Global Attitudes Project; http:www.pewglobad.
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ing two years, reducing their total to roughly dhad the U.S. level. A
few months later outgoing U.S. Secretary of DefeRmbert Gates
warned such trends were politically unsustainalpié would lead to a
“dim if not dismal future” for the Alliancé.

In terms of active operations, the Article V ISARsBion in Afghanistan

remains the Alliance’s top priority. In Obama’ssfitwo years in office,

U.S. forces there tripled to 100,000. Europeanpamded with roughly

8000 more troops, accompanied by concurrent withalsaand persis-
tent caveats restricting their employment. Duringetion Unified Pro-

tector over Libya in spring and summer 2011 onlgheiother Allies

carried out airstrikes. The U.S. ambassador ananitifary commander

in NATO could fairly declare the operation a “vicgg' both in protect-

ing Libyan civilians (and facilitating Muammar Qadls ouster from

power) and in offering a useful model for Europdeadership (with

enabling U.S. support as needed) in future missidtmwvever, potential

“smart defense” efficiencies notwithstanding, thpgproach’s prospects
still hinge on uncertain increases in Allied defemvestments.

That leaves a third area, EU-Europe’s ability tsuas stability for itself
and its immediate neighbourhood, as the continei®€ remaining role
in America’s strategic calculus. Indeed, its parfance of this function
is a key assumption behind the much-discussed“pit” toward Asia

in late 2011. In particular regard to South Eastope, the Union’s
comprehensive accession process and high populzaitg given it a
clear comparative advantage in post-conflict alMalvelopment. Accord-
ingly, even more so than the preceding Bush adtnatisn, Obama’s
has preferred “leading from behind” within the @ui

Still, greater American activism occurs in threetlysoverlapping situa-
tions: where EU capabilities, unity, or will are doubt; where the U.S.
enjoys special trust or credibility within the caues involved; and

Robert Gates, “The Security and Defense Agendtu(E of NATO),” speech June
10, 2011 http://www.defense.gov/speeches/speech.aspx?sped&dil

Amb. lvo Daalder and Adm. James Stavridis, “NAS¥ictory in Libya: The
Right Way to Run an InterventionForeign Affairs Mar/Apr. 2012.
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where the U.S. identifies specific interests naaretd by the EU as a
whole. As discussed elsewhere in this volume, thitds present eco-
nomic gloom may increase such cases by diminisiéngoft power ap-
peal and further setting back enlargement horiZoeygond Croatia’s
entry in mid-2013.

lll. Policy Moves (and Non-Moves)

Before surveying the Obama administration’s inied in the region,
it's worth noting two courses of actions it migravie pursued but did
not. The first would have been to fill any gap teelaby the EU’s prob-
lems with accelerated enlargement by NATO. Althotlgh two newest
allies, Albania and Croatia, completed their acoesshortly after
Obama took office, this presidential term will lbe ffirst since the early
1990s in which no new invitations for NATO membepstvill be is-
sued. To be sure, remaining potential candidategs baen less clearly
interested, prepared, and/or supported for memigetshn their prede-
cessor$ and the administration backed the important prielmy steps
of extending Membership Action Plan (MAP) statusMontenegro in
December 2009 and conditionally to Bosnia-Herzeg@ypending reso-
lution of defence property issues) in April 201(@wever, it also held
back from big-push diplomacy to unblock memberdioipMacedonia,
which was pre-approved to join the Alliance in 2@@hding resolution
of its name dispute with Greete.

A second potential action not taken was appointroéatspecial Ameri-
can envoy to the region. Senior members of Congresgell as leading
Washington think-tanks have argued strongly fos theasure. Nonethe-
less, the administration accepted European couartstpriew that such
a figure would only introduce confusion and comgte their work

® See Ronald Asmus, “Europe’s Eastern Promise: iffétly NATO and EU
Enlargement,’Foreign Affairs Jan./Feb. 2008.

Some disappointed Macedonians have also recRitedident Obama’s previous
co-sponsorship of a 2007 Senate resolution critwfal'FYROM” on related
historical issues and felt by-passed in visits bg thost senior officials to the
region.

7
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without accomplishing anything the United Statesldo’'t achieve as
well through standard channels. In lieu of an entbg administration
has supplemented working-level contacts with thggore with visits by
top officials such as Vice-President Joe Biden (B@$ierzegovina,
Serbia, and Kosovo in May 2009, Romania Octobe®288d Moldova
March 2011) and Secretary of State Hillary ClintgBosnia-
Herzegovina, Serbia, and Kosovo in October 2010Buidaria in Feb-
ruary 2012).

In the meantime, the administration has engagedrég®on more di-
rectly on other defence, economic, and politicalies.

A. Defense

Since the mid-1990s South East European statesrhade often mod-
est but disproportionately sizeable commitmentBlAdO and U.S.-led
military operations within the Balkans themselvesaell as in Afghani-
stan and Irag. These deployments have providedrapptes to demon-
strate their value as new or aspiring allies ahowatheir militaries to
gain operational experience, training, and modetion support.

As noted, the ISAF mission in Afghanistan has bienObama admini-
stration’s clear priority. Here the region has ediively contributed up
to 3500 troops, with Romania providing roughly reaifd all of the coun-
tries but Kosovo, Moldova, and Serbia present mesdorm. Countries
including Albania, Bulgaria, Croatia, and Macedom@iad Romania have
deployed elite special forces to the southern astieen portions of Af-
ghanistan where fighting has been most intenseniBdserzegovina,
which itself still hosts international peacekeepbes sent multiple rota-
tions of several dozen camp guards. Croatia isingnan Afghan mili-

tary police training centre in Kabul with other migens of the U.S.-
Adriatic Charter (Albania, Bosnia-Herzegovina, Mdaeia, and Monte-
negro) and Slovenia.

South East European countries have also been edadlv other mis-

sions. Bulgaria and Romania each contributed atigidgor naval em-
bargo enforcement and Albania offered use of itapsds during
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NATO'’s Libya operation. In Kosovo, those three coi@s and Slovenia
provide nearly 400 KFOR troops.

On a more routine level, under Obama the U.S. ef@epartment has
continued a range of joint training and other papgs to promote de-
fence reform and partner capacity building. lllattre examples include
the State Partnership Program under which couhtreltaries are
paired with the National Guard of an American fadlstate (the Serbia-
Ohio tandem being among the most active), a U.igathler general’s
command of NATO Headquarters Sarajevo, developroérihe new
Kosovo Security Force, and since 2010 an annualti-month Black
Sea Rotational Force of U.S. Marine reservistaingi with multiple
regional partners in Bulgaria and Romania. The éthiftates has also
sponsored cooperative regional frameworks including previously
mentioned U.S.-Adriatic Charter (whose meetingsehsometimes also
included Serbia or, recently, Kosovo as observers \a@hich recently
agreed to work toward regional air defence) andbttoader South East
Europe Defence Ministerial (which includes all oétregion but Kosovo
as well as Greece, Italy, Turkey, Ukraine and timétddl States as well
as Georgia and Moldova as observers).

A newer development under Obama has been the “Biabd@on” of
European missile defence. The Bush administratienned a system
composed of advanced X-band radar in the Czech bepand ten
long-range missile interceptors in Poland to bplate by 2013In Sep-
tember 2009 President Obama replaced this cona#iptaw alternative
“phased, adaptive approach” centred in and aroumdhSEast Europe.
By late 2011, Aegis-equipped U.S. naval ships hemlayed to the east-
ern Mediterranean, an X-band radar had begun operiat Turkey, and
Romania had signed an agreement to host the #rsthdrt- and me-
dium-range land-based interceptors (and approxigndte0 U.S. mili-
tary personnel) at its Deveselu air base from 2@Aly in the final
phases (foreseen in 2018-2020) would another 24 rmadvanced inter-
ceptors be stationed in Poland.
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B. Economics

The United States and South East Europe rank welkatiow among

each other’s trade and investment partners, butogoms also shape
current relations. Annual U.S. aid to the regiojuding security assis-
tance as well as development and good governarmgggms, remains
about a quarter million dollars but faces cuts w#tuctions in the State
Department budget since 2011. Since 2009, the Olzimanistration

has also backed tens of billions of dollars in dnéional Monetary
Fund stand-by agreement loans to Bosnia-Herzegokiosovo, Roma-

nia, and Serbia, as well as other forms of IMF supfor Macedonia

(and Moldova).

Outside aid, the administration has devoted pdaicattention to ex-
panding links in energy. While its recent predecesgmphasized sup-
port for transit projects such as the Nabucco gasAMBO (Albania-
Macedonia-Bulgaria) oil pipelines, the Obama tea® focused more on
promoting flexible network interconnectors and negreductionin the
region. In addition to opening commercial opportigsi for American
firms, aims include promoting regional growth, sgthening supply
security and diversity (especially in light of p&assian gas shut-offs),
and avoiding the “Gazpromization” of the regionalustry also in terms
of no transparent business practice.

Several countries have begun constructing bi-doeat natural gas in-
terconnectors. Croatia built one with Hungary inL20Bulgaria will

complete one with Romania in 2012 and is working athers with

Greece, Serbia, and Turkey.

U.S. policy has also addressed various types ofygran the production
side. For example, among renewables it has encedrragpanding hy-
droelectric production in Albania, Bosnia-Herzegayi and Montene-
gro. With nuclear power, support has been givenviiestinghouse’s
maintenance work and bid to build two new reactdr&ozloduy, Bul-
garia. In November 2011 U.S. Ambassador Mark Gignsisited Ro-
mania’s Cernavoda nuclear power station with exeesitfrom several
American firms to discuss possible projects th&egarding conven-
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tional fossil fuels, Exxon-Mobil and OMV announcagbotentially huge
new gas find off Romania’s Black Sea coast in Ma2€i2, and the
smaller U.S. company Direct Petroleum TransatlamiE been exploring
the onshore Deventsi field in northern Bulgaria.

However, the administration’s highest profile eféohave involved un-
conventional shale gas. Over the last half-dectue rapid rise in do-
mestic production of this resource has made thetednbtates the
world’s top gas producer overall and lowered pricesalf the typical

charges in Europe. One potential avenue then woaild include South
East Europe in U.S. gas exports through the plamoedtruction of a
LNG (liquefied natural gas) terminal in Krk, Craa@nd/or expansion of
one in Revithoussa, Greete.

Another would be public-private U.S. involvement development of
shale gas deposits within the region itself. Meeswo advance this
prospect included establishment of the State Deymant's Unconven-
tional Gas Technical Engagement Program in Aprl®@&n intelligence
briefing to European energy experts in Vienna ineJ201C and a re-
port on global reserves by the U.S. Energy InforomAdministration
in April 2011 that identified prospective shale daasins across the
northern and eastern parts of the region. Morectlyrethe administra-
tion responded to Bulgaria’s January 2012 suspensidurther shale
gas exploration (including under permits held by@bn) due to public
environmental concerns with criticism of the “profally negative” de-
cision from the U.S. ambassatfband calls for reconsideration in visits
by Secretary of State Clinton and Special EnvoyHarasian Energy
Richard Morningstar the following month. Ambassaddorningstar

8 See Paolo Natali, “The U.S. Natural Gas RevotutiVill Europe Be Ready in
Time?”, Transatlantic Academy Paper May 2012;
http://www.transatlanticacademy.org/publicationshasural-gas-revolution-will-
europe-be-ready-time

Frank Umbach and Maximilian Kuhn, “Unconvention&as Resources: A
Transatlantic Shale Alliance,” in David Koranyi (gdTransatlantic Energy
Futures (SAIS Center for Transatlantic Relations, 201P110.

Ambassador James Warlick, “Op-Ed on Shale Gasgh. J27, 2012;
http://bulgaria.usembassy.gov/amb_speech0127204R.ht
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returned to Bulgaria as well as Romania after sindevelopments there
in May 2012.

C. Politics

U.S. political engagement with South East Europe fogused on de-
mocracy support. Some of this has involved encongagegional offi-
cials and NGOs to use their own recent transitigpegence to assist
less consolidated neighbours as well as new anedaoprocracies else-
where in the world. For instance, in recent yeagsbia’'s Centre for
Applied Non-Violent Action and Strategies (CANVASas shared les-
sons of the 1990s resistance to Milosevic withvests from Egypt to
Burmal! President Obama made further support for polithanges in
the Middle East and North Africa a particular fo@fshis summit with
eighteen counterparts from the broader Central i|uregion in Warsaw
in April 2011* Secretary Clinton later singled out the Bulgarian-
eign Ministry’s “Sofia Forum” conferences with MilddEastern officials
and activists in May and December 2011 for praisend her visit in
the country. Kosovo’s government also hosted theaders of the Syr-
ilan opposition for discussions on moving from resise to governance
in spring 20123

Other efforts have targeted democratic state-mgldvithin the region
itself. The “Governing Justly and Democraticallydrpon of U.S. aid
promotes goals such as government transparency, d&p@acity, inde-
pendent media, and minority rights. One neweratite concerning the

1 Tina Rosenberg, “Revolution U: What Egypt Learrfesm the Students who

Overthrew Milosevic,” ForeignPolicy.com Feb. 16, 2011;

http://www.foreignpolicy.com/articles/2011/02/16/adution_u

The event was attended by the presidents of Albawastria, Bosnia-

Herzegovina, Bulgaria, Croatia, Czech Republicohist, Italy, Kosovo, Latvia,

Lithuania, Macedonia, Moldova, Montenegro, PolaBthvakia, Slovenia, and
Ukraine. Romania and Serbia boycotted the meetirgtd the presence of Kos-

12

ovo.
13 Seyward Darby, “The Pristina-Damascus Connectidinansitions Online June
18, 2012; http://www.tol.org/client/article/23215-the-priséirdamascus-

connection.html
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latter was a U.S.-sponsored conference in Tirarluine 2012 on issues
facing regional gay and lesbian communifiés.

Meanwhile, administration officials have become endirectly involved

with individual countries, especially “hard casdatthest from EU ac-
cession. For example, the visits by Vice Presidaden and Secretary
of State Clinton to Bosnia-Herzegovina, Kosovo, &thia in May

2009 and October 2010, respectively, called fothkemr progress toward
effective democracy and ethnic reconciliation.

Further regarding Bosnia-Herzegovina, in fall 2@&puty Secretary of
State James Steinberg teamed with Swedish Foreigister Carl Bildt
in an unsuccessful attempt at a breakthrough ostitotional reform in
repeated rounds of talks with major party leadeérthea Camp Butmir
military base outside Sarajevo. In contrast toesd&t counterparts, the
administration has opposed relaxation of the “5e@fiditions set out in
2008 for closure of the Office of the High Reprdaéme. At the same
time, it reportedly urged the EU to consider othandidates than the
current holder of that office, Austrian diplomatl&fatin Inzko, who was
seen as insufficiently forceful.

In Kosovo, which remains both strongly pro-Americand unrecog-
nized by five EU members, the Obama administratias followed up
its predecessor’s diplomatic role in the state’8@€@eclaration of inde-
pendence with continuing involvement in its furthmlitical develop-
ment. For example, after Kosovo’'s Supreme Coudditwo successive
Presidents’ position in office to be unconstituabmn late 2010 and
early 2011, the American ambassador Christophel Deldiated an
agreement that combined selection of the nonparti3aputy Police
Director Atifete Jahjaga for the post with a shdtdirect presidential
elections in the future. As with the OHR in Boshiarzegovina, an
American diplomat has served as deputy head olntieenational Civil-
ian Office (which will close in September 2012)heTUnited States also

14 Besar Likmeta, “Tirana Hosts First US Govt SpaadoLGBT Event,”Balkan
Insight June 13, 2012http://www.balkaninsight.com/en/article/tirana-ro§itst-
us-govt-sponsored-lgbt-event
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participates as a contributing nation in the EUSLEX rule of law mis-
sion in the country.

Meanwhile in Albania, the administration has alsartselled compro-
mise and electoral reform after opposition allegaiof fraud in the July
2009 elections triggered a prolonged parliamentayycott. When re-
lated demonstrations led to four deaths in Jan@adl, U.S. officials
both condemned protestors’ confrontational tacéind pointedly sup-
ported investigations into the security forces’ wddfirearms that the
government attacked as political motivated; the Aca® ambassador
Alexander Arvizu held at least two joint press @ehces with the
prosecutor general, and the U.S. Federal Bureamwafstigation pro-
vided technical evidentiary assistance. Ambassaiwizu also ap-
peared with EU and OSCE colleagues at the telewseqiting of the
final ballots in the equally contested mayoral #tecin Tirana in May
2011.

IV. Conclusions

Overall, the United States and European Union agaged in comple-
mentary efforts toward consistent goals in Soutst Eairope. Both sides
accept, and desire, the centrality of Europeargrmaten for the region
in principle, even if “more Europe” does not alwayean “less United
States.* Friction over policy details, priorities, and pemslities re-

mains (and could increase over matters such aggndiut it pales in

comparison to differences over intervention in ##890s or contending
pressures on the region regarding such issuesagsahd the Interna-
tional Criminal Court during the last decade.

The past three-and-a-half years of the Obama adtration have thus
been a period of relatively calm cooperation in Bakans. This could

> U.S. Deputy Assistant Secretary of State for Bar@and Eurasia) Philip Reeker,

remarks at the Sofia Forum for the Balkans, June 2012;
http://sofiaforum.org/home/philip-reeker-more-eusagoes-not-have-to-mean-
less-us/
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however change regardless of whether Obama or émilitican chal-
lenger Mitt Romney occupies the White House fronmi30 Plausibly
negative (if not most likely) near-term scenariegarding EU cohesion
and/or regional political conditions could disrdipé current equilibrium
and revive pressure for a more prominent U.S. 1®ileh developments
would raise hard questions for another pillar ahsatlantic relations if
the U.S. resumed primary external leadership arah ewore so in the
event its own fiscal imbalances and competing camemnts prevented

it from doing so.
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Russian Policies in South East Europe

Nikolay Petrov

Russia’s foreign policy in the region is prettyiaet Partly it's due to
the history of Russia’s relations with Balkan caoig®, partly it's due to
the fact that the Balkans keep being a kind ofraces centre of Europe
and Russia, as Dr. Michael Schmunk has rightly tedirat the May
2012 workshop in Reichenau, is interested perhapsm much in the
region as such, but in the region which can be sseBurope’s under-
belly, as the lever.

Although the withdrawal of Russian peacekeepersiftbe Balkans in
2003 put an end to three centuries long active iRgsparticipation in
European affairs the impression that Russia is coming out of #e r
gion, exercising here neither hard nor soft poweuld be wrong. It
would also be wrong to say that Russia is not @stexd in the region:
it's interested in the region as a polygon (oneusthonention the Kos-
ovo case) as well as in the region as a gatewkytope.

One should also not underestimate the growing poesef Russian citi-

zens as house lords and land owners in Bulgariantéhegro and other
countries, as well as Russian tourists coming hergpend their vaca-
tions. According to rough estimates by NewsBG Iidusand of Rus-
sian citizens own apartments at the Bulgarian Blael coast costing 5
billion Euros in total. Table 1 shows that courdriike Turkey, Greece,
Bulgaria, Croatia, Montenegro are among the mogiulao vacation

destination for millions of Russians every year.

1 As Dmitri Trenin put it “since then Moscow hasnsigned the Balkans to the

‘Western (NATO/EU) sphere of influence”. Dmitri &nin, Post-Imperium: a
Eurasian Story. Carnegie Endowment for Internati®esace, 2011.
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Table 1: Russian tourists in South-East Europe byuntries, 2011-2012

Number of tourists in | Dynamics in com-
Country 2012 parison to 2011
May June May June
1.Turkey 499,300 613,154 |-5 0
4.Greece 84,205 114,474 |+3 +18
5.Bulgaria 16,585 113,389 |+16 +37
13.Croatia 8,037 39,876 +7 +14
14.Montenegro (9,804 34,577 +19 +16

Sourcehttp://www.kommersant.ru/doc-rss/2011197

However, this doesn’t mean that the Balkan cousitsi® on the radar of
ordinary Russians. According to the recent polladtitude to foreign

countries conducted by the Levada Center in May22®llgaria was

mentioned among the five most friendly countriesskyen percent of
respondents (ranked 11th from the top) while Romamas named as
one of the five less friendly countries by one peatcof respondents
(ranked 20tH)

Features of contemporary Russia’s foreign policy

Contemporary Russian foreign policy is deeply rdatethe Cold War
era and bipolar world model. It can be charactdribg a black and
white vision, Russocentrism which tends to desoeNrything by either

2 http://www.levada.ru/14-06-2012/otnoshenie-roasik-drugim-stranam
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anti-Russian or pro-Russian intentions, a win-lgsene approach, a
conspirological view of world politics.

One should add two important points: (1) the ehtd&kussia is infected
by the same prejudices as ordinary citizens ratem exploiting them
in order to manipulate the public opinion; (2) #hés much more elite
consensus and popular support regarding foreigoyptbian in any other
sphere, being it domestic politics or economy.

Russian foreign policy can be characterized byWwlhg features:

. Pragmatism, perhaps excessive; utilitarianiddobody is eager to
pay for something without getting immediate ecorooni political
gains, to invest in the future, to increase thé-gofer or for im-
perial ambitions

. Reactive characterwhich is clearly seen in almost all Russian
foreign policy demarches including with regard he region, like
say the Kosovo case. Proactive politics need muate mesources
and better understanding of national interests wRigssia lacks.

. Tactical rather than strategic vieand lack of serious research and
analytical background. It's Yevgeny Primakov, adkiof Russian
Ahmet Davutoglu, well known for his 1999 loop iretmiddle of
the Atlantic on route to the US as the NATO airkss in Serbia
were about to begin, who is trying now to restdre tole of the
Academy of Sciences research institutions as pruyithe base
for decision making in FP.

. Management from numerous cenfrggluding not only from the
presidential administration and from the Governmbut from big
companies like Gazprom and Lukoil headquartersnémy cases
it's not that easy to define if Gazprom serves RusEP interests,
or Russia’s FP serves Gazprom business interests. régard to
the Balkans the role of Russian Orthodox Churcharithe patri-
arch Kirill who is very active in foreign policy sses, should be
mentioned as well.

. Business-orientatiofstrategic projects have business background
like the South Stream aimed to provide direct Gaapraccess to
South European markets);
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. Bilateralism like in the 19th century. It's easier to exercasel
reflects the neglect of smaller states who areconaosidered to be
‘equal partners’.

Recent changes in Russian foreign policy

One could say that recent political changes in Rum® connected with
Putin’s ‘coming back’ after the March presidengdgctions should not
result in any serious changes in its foreign polRgughly speaking, it
was Putin, who was making major FP decisions aha 6f Medvedev’s
presidency and it is him who will make these decisinow.

Although in reality nothing has changed and theamégcision-makers
in foreign policy are the same: the trio of Serdeywrov, Sergey Pri-
hodko, Yury Ushakov, acting in accordance to thegs rule, the rheto-
ric from the Russian side and the perception abevadifferent. First,
there is no way to play good and bad cop like &tm& of the Putin-
Medvedev tandem. Moreover, Putin’'s mask of a badas grown to-
gether with his face — as he became weaker he chaftge his rhetoric
not to be taken as demonstrating his weakness.n8gcecent political
changes in Russia, although being not about reaépshifts, are pretty
negatively taken by the public opinion at the Westich in turn creates
a negative background for Russian foreign policy.

The economic crisis is seen by foreign policy-makas opportunity. It
made Russia relatively wealthier than its neighbaamd other players
including the European Union and the United Statéiso are less capa-
ble to restrain Russia and to play an active ml®ussia’s neighbour-
hood and what she considers to be the zone ohtexests.

Putin’s declining legitimacy and the need to foecusre on domestic
politics lets him less time and less room for marvoes in foreign pol-
icy. It's not that easy to make balanced and gjrat€P decisions in
conditions of the political crises which is still place and will intensify
with the coming 2016 parliamentary and 2018 pregidkelections.
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Russia’s foreign policy regional foci

If there are certain foci in Russian foreign politiye Balkans are not
one of them for sure. Neither is it connected vdtly of recent large
scale projects except for the South Stream, wheteds look as a prob-
lem more than a solution.

Recent years witnessed a turn in Russia’s FP t&#st — to Asia Pa-
cific, and to the North — to the Arctic. More attiem is given to Russia’s
closest neighbours and integrationist projects tike Eurasian or the
Customs unions. The European vector in Russiars MRakening.

The Balkans as Europe’s backyard which with theinighing role of
Europe in Russia’s FP are becoming Russia’s dchdatkyard.

Although Russia is an important trade partner fmme Balkan coun-
tries, none of them except for ‘the big neighboluirkey plays a signifi-
cant role in Russia’s foreign trade due to thetnedty small size of their
economies. After the 2008 economic crises cameyahane of Russian
export has shrunk further while import has increaséttle (Table 2).
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Table 2: Russia’s foreign trade with some countries South East Europe (millions

USD in current prices)

Federal statistic service data on a base of cusstatistics

2008 ‘ 2009 2010 ‘ 2011

Export
Total for far abroad countries 397925 254856 336959 503133
Bulgaria 4892 2190 3414 3460
Greece 4306 2338 2855 4685
Romania 4166 1559 2025 1827
Serbia 4197*
Turkey 27655 16377 20367 25429

Import
Total for far abroad countries 230494 145530 197439 298454
Bulgaria 640 425 540 690
Greece 439 342 423 586
Romania 1019 876 1347 1727
Serbia 1718*
Turkey 6146 3216 4879 6374

* Serbia in January — October, 2011 (accordindh®Republican statistical committee

of Serbia)

Region’s position vis-a-vis Russia

If Russia enjoys soft power anywhere in the wotld in the Balkans
here this power is the biggest of all. It's duehistorical connections,
the Orthodox Church ‘faith brotherhood’ and goodmees about Rus-

sia.

Russia herself, Russian companies and Russianth-abdourists and as
homebuyers play a significant role in Serbian, Bukn and Montene-
grin economies. At a time of economic crises Rusgiannections with

the region at ordinary citizens’ level strengtheegdn more.
Marc Leonard and Nick Popescu in 2007 offered tassification of the

EU countries vis-a-vis Russia.
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They have identified five distinct policy approashe Russia shared by
old and new EU members alik&:rbjan Horses (Cyprus and Greece)
who often defend Russian interests in the EU sys&am are willing to
veto common EU positionsStrategic Partners (France, Germany,
Italy and Spain) who enjoy a ‘special relationshipth Russia which
occasionally undermines common EU policidgjeéndly Pragmatists’
(Austria, Belgium, Bulgaria, Finland, Hungary, Lumkourg, Malta,
Portugal, Slovakia and Slovenia) who maintain &&leelationship with
Russia and tend to put their business interestyealpolitical goals;
‘Frosty Pragmatists (Czech Republic, Denmark, Estonia, Ireland, Lat-
via, the Netherlands, Romania, Sweden and the iitegdom) who
also focus on business interests but are lesddfnan others to speak
out against Russian behaviour on human rightsharassues; andNew
Cold Warriors’ (Lithuania and Poland) who have an overtly hestil
relationshipwith Moscow and are willing to use the veto to IddeU
negotiations with Russfa

Since 2007 there were some shifts caused partbhbpges in Russia’s
FP, partly by changes from the other side. It lobks they have re-
sulted in the disappearance of the categblgw Cold Warriors’ and
some other moves like the one of Bulgaria frémendly Pragmatists’

to ‘Frosty Pragmatists. If to add some non EU countries including EU
prospective members the picture will be more cotepl&urkey will be

a Strategic Partner, Serbia and Montenegrehdly Pragmatists'.

One should also add that the position countrieshefregion occupy
visa-vis Russia is unstable due to their interraditipal dynamics, with
recent political changes in Bulgaria and Serbiadegood examples.

Russia’s position vis-a-vis the region

In Russia the Balkans are seen as a near-to maewumpriority for the
European Union, with Croatia being on the doorstépmembership,

3 Mark Leonard, Nicu Popescu, A Power Audit of EU-BasRelations European

Council on Foreign Relations, November 2007.
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Serbia and Kosovo being next in line; followed byg test of the region:
Albania, Macedonia, and Montenegro. Turkey will lpably not be al-
lowed in, at least not in the foreseeable futuracétionia, Montenegro,
Bosnia and Herzegovina which got MAP are candidaté$ATO mem-
bers. The Balkan route remains one of the majaettior drug traffick-
ing from Afghanistan, Albania and human trafficking

Serbia looks as the preferred Russian partneramebion with 17 meet-
ings between Russian and Serbian highest leadeiakiipg place since
2000, including 4 visits of Russian presidents éob& (the last one of
Premier Vladimir Putin took place on March 23, 2D&ahd 7 visits of

Serbian leaders to Russia with the last one beomidlav Nikolich on

September 11, 2012.

Energy Cold war at the Balkans

Experts started to speak about the Cold War betweetJS and Russia
at the Balkans five years ago. It culminated orudan 19, 2012 when
Bulgarian leadership was forced to forbid technglof hydraulic frac-

turing needed in search for shale gas due to masssps. According to
some journalists they were somehow inspired by @aapn order to

push out Chevron and to keep a Bulgarian dependemoeRussian gas.
There are plans to extract shale gas in Romaniarevbxploration is
going on, and in Serbia, where NIS is controlleddazpromneft’. Rus-
sian business, especially on the hydrocarbons aacyg sector is very
active in the region.

Bulgaria — Bourgas-Alexandroupulis project, Belena atonmower sta-

tion, South Stream. LUKOIL-Bulgaria.

Serbia — developing into gas distribution hub for Gazpraith one of

the biggest storage facilities in Europe, activayphgainst the govern-
ment (Russian ambassador Alexander Konuzin, 2002)2@azprom-

neft - NIS.

Montenegro — aluminum plantKombinat Aluminijuma Podgorica
(KAP). Rusal's En+ is looking now for buyer to sélf 29.3 per cent
stake.
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Turkey is also important element of the puzzle. It prdt&eto play a hub
role for oil and gas flows to Southern Europe.

A win-lose approach used by both sides in competitn the sphere of
energy has its limitations and prevents the regpaget all possible gains
out of its unique geographical position.

Integration projects

Last years Russia became very active in promotitggration projects
of different kind.

The East-European Union as a counterweight to EuUssi is not at-
tractive; if becoming attractive it will be a difent Russia

Customs Union, Eurasian Union. There still is thedd State with Be-
lorussia and one should remind Serbia as proclaiitssenember in
1999.

Turkey demonstrates interest to the Shanghai Ozgaon of Coopera-
tion work and perhaps will get soon the status ‘phatner for dialogue’.
Nouriel Roubini: ‘Russia is sick rather than BRIC.

Conclusions

In spite of the lack of pronounced Russian politiagh regard to the

region, Russia’s presence is here both in terntsusiness and in terms
of Russians coming and staying — for permanenngivand for vaca-

tions. This means that there is the base for widgnontacts and an in-
creasing of the role the Balkan region plays indrars foreign policy. It

illustrates also the transformation of what wassidered to be ‘the Bal-
kan front’ in Russia’s confrontation with the Wesio Russia’s southern
gateway to Europe. As Russian-Turkish strategiarate doesn’t look

probable at least in near future, Russia shoulld fooallies or preferred

partners in the region.
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New Turkish Foreign Policy and the Balkans: Soft
Power

Niltfer Narli

Turkey’s Foreign Policy since 1989

Since the end of the Cold War, the subsequent tymtes as well as
the growing economic capabilities substantiallyraied Turkey's for-
eign policy. Today, the main drivers shaping Tui&dgreign policy are
domestic political issues and the approach to cgaree with EU and
US policies.

We should not forget that the Turkish Justice ammydlopment Party
(AKP) has taken on a attitude to foreign and sgcpolicy: The AKP
government pushed for Turkey’s full EU membersmp axecuted far-
reaching reforms to improve its economic and deatariperformance
from 2002 to 2005, following EU policy.

After 2005, Turkey—EU relations stagnated. The jouisl loosing more
and more of its enthusiasm to join the EU and thidigal leadership is
accelerating a more multi-dimensional foreign pglic

A New Foreign Policy

Currently, Turkey is dealing with identity issuésicated at one of the
important centres of geo-cultural basins, the AKRegnment desires to
harmonize Turkey's multiple identities: Turkishnedguslimness and
European identities.

1 This article is based on Prof. Narli's presentatioren at the 24th PfPC Workshop

in Reichenau/Austria on 4 May 2012, the summary d@se by Judith lvancsits,
Austrian National Defence Academy.
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These issues are naturally also affecting Turkéyeign policy which
is institutionally anchored in the “West” (NATO, EWS) rather than
being more assertive and having an independentimois neighbour-
hood, namely the Middle East, the Balkan and thec@sus.

By now, being a player in a multi-polar world, Taxkis forging new
relations with the South and the East, improvingtiens with Islamic
countries as well as reaching out to non-Islamicegoments. Thus, a
harmonisation of domestic and foreign policies witle EU is being
pursued.

The conventional focus of Turkeys strategic culsidted from a mili-
tary security agenda to a more civilian one: framHobbesian strategic
culture to a Kantian strategic culture. The fornsebased on a conser-
vative realist approach, “zero-sum balance oatemal power ap-
proach to international relations, self-hefygl amistrust”, as Graeme
Herd, explained. This change is underlined by @efesed military in-
terference in the formation of foreign policy ovke last five years. Fur-
thermore, soft power means — economic cooperatioltyiral projects,
NGOs, the presentation of Turkish lifestyle andriwm — are rather used
than hard power.

The underlying trend is to adopt a ‘zero problenoligy with the
neighbours as well as to dissolve regional corsflandd consolidate re-
gional alliances. Turkey's attempt to resolvenflicts in the Balkans,
Caucus and Middle East are an example for the éanghe conven-
tional strategic culture.

A “Two-pronged strateqy”

In January 2011 Alic, Alic and Moran observed thigen the stagnation
in the EU-Turkey relations, Turkey is developingwa-pronged strat-
egy: focusing attention on its eastern neighbooosaply Syria, Iran and
Russia), while at the same time seeking to enhasg@ospects for EU
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membership by intensifying its influence in the Igal countries, which
are growing closer to Europe

Turkish Activism in the Western Balkans

With the start of Turkish Chairmanship-in-Office tfie South-East
European Cooperation Process (SEECP) in 2009, Ysrkereased
activism in the Western Balkans brought two divetgeews:

1. Turkey is stabilising and contributing to regiocabperation.

2. A dispute of Neo-Ottomanism: Is Turkey aspiringréstore the
power and influence it had over the region at thne tof the Otto-
man period? With Ankara’s recent Bosnia and Herzegoinitia-
tive, the question is coming up frequently.

As for Bosnia and Herzegovina, Turkey has expetiddagecome one of
the mediators in the Butmir negotiations, headedhieyEU and the US,
with the aim to contribute to the finding of a dmbn for the constitu-
tional problems in the country.

This consideration influences Turkey's policy todsmBosnia which is
carried out at three levels:

1. On the local level the aim is to reinforce the diple between the
people involved in the development of a constitutfor Bosnia
and Herzegovina.

2.  On the regional Level the Turkish Foreign Minist&hmet
Davutaglu is trying to encourage Bosnia and Herzegovinavel
as its neighbours Serbia and Croatia to work mlmsety together.

2 Cf.: http://www.isaintel.com/2011/01/11/assessing-tulk&P%80%99s-foreign-
policy-strategy-and-missed-opportunities-in-the-es
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3. On the international level, Turkey is lobbying Bosnia and Her-
zegovina to preserve its territorial integrity andltiethnic charac-
ter. Furthermore, Turkey is campaigning for theete@tion of
Bosnia and Herzegovina’'s Euro-Atlantic integration.

As for the dispute of Neo-Ottomanism, Ankara hagrofindicated to
having no intentions other than to contribute te ttonsolidation of
peace and stability in the Western Balkans. Ankdsa underlines the
need for a multi-faced foreign policy

Activity in the region (2011-2012)

In recent years, mutual high level visits betweenkéy and Serbia were
intensified. Another indication of the proactivedacomprehensive for-
eign policy approach conducted by the Turkish FpréMinister Ahmet
Davutglu was the three-nation tour to Kosovo, Bosnia &&izego-
vina, and Romania in early September 2011. This, yda Davutglu
visited Sarajevo on May 4 where the Internatiorsddgue of Humanists
honoured him with the “Z1Century Leader Award”. In addition to this
the Third International Investment Conference, &m@aro Business Fo-
rum 2012” was held in Sarajevo from 16 to 18 Mag20

Turkish Investment Policy in the Balkans
The official Website of the Ministry of Economy &a:

“The Balkans which could be seen as a bridge fakdyto
extending into the European inland is a literathategic re-
gion for Turkey. Turkey has close historical, crdly reli-
gious and linguistic ties with this region. ThusirRey gives
great importance to advance its economic relatioith
these countries. Turkey's zero problem policy with
neighbours also shows its impacts on this area.

In parallel with Turkey’s good political relationgith Bal-
kan countries, economic relations also advancirth thiese
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countries year by year. Turkey’s free trade agredsneith
the regional countries, the privatization procesaethe re-
gion, investment incentives, trade possibilitieshwihird
countries and easy access to qualified labour forake the
Balkans attractive for Turkish businessmen.”

Turkish direct investments in the BalkansHhich was just 30 million

dollars in 2002 increased to 189 million dollars2011. Turkey’s total

investments abroad in 2011 was 1.8 billion dollaiSeven percent of
the total investments was made in the Balkafke“Turkish investments
in the Balkans usually prefer the communicatioranking, construc-

tion, mining and retail sector8

Public Perception on Current Turkish International Relations

The majority of the people are happy to see thakdwis becoming a
regional actor that can pursue its own rights amerests in defining its
own position within the international community.

A recent public opinion poll shows that 43% of Tistk citizens sur-
veyed view the United States as the biggest thedhe country fol-
lowed by Israel (23.7%). Greece came only to 2.8 Iran at 3%,
Iraq at 2.1% and Russia at 1.7%.

Developments related to the Arab Spring, partityléine increasing
civil strife in Syria, began in the late 2011, ahd international commu-
nity’s concerns about Iran having nuclear weapamste challenges
both for the EU and Turkey. These global alterati@ould lead to
changes in the public perception of threats. N&edess, Turkey favours
maintaining soft power skills and keeps adopting Kantian strategic
culture in sustaining stability in the Balkans.

8 Cf.: http://www.economy.gov.tr/index.cfm?sayfa=countiedregions&region=9
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Policy Recommendations

Predrag Jurekow

Situation Analysis

EU’s Crisis and its Stabilisation Policy towards tle Western Balkans

So far, EU’s financial crisis and internal crisisamagement has not
caused tremendous effects for the Common ForeigrSacurity Policy
(CFSP) in general as well as for the Union’s sisdtion policy in South
East Europe. The internal challenges of the EUatdheavily influence
ongoing missions and operations in the Western @k which are
conducted in the scope of the EU’'s Common DefemckeSecurity Pol-
icy (CSDP). Also EU’s most important stabilisatimol for the region —
the Stabilization and Association Process (SAP)med at leading to
future full membership of all Western Balkan coilegrhas not been
contested to date. EU funds dedicated to the SARully operational.

Quite the contrary, Croatia’s planned accessiaghed=U in July 2013 is
seen by leading political representatives of theaslproof for the gen-
erally right and successful course in its supparistabilizing the former
conflict areas. Furthermore, Croatia’s positiveragke gives credibility
to the integration perspective as far as the ditlestern Balkan candi-
dates and aspirants are concerned.

On the other hand, EU’s concentration on intermabjgm management
has unsheathed some of the weak sides of CFSPdandaied a more
distant stance of the EU towards problems for clsting peace and
stability in the Western Balkans. A clear strategision how the EU

should be positioned in this multi-polar world aslvas a clear guiding
theme for its CFSP seems to be lacking at pre3éet.rise of financial

and social problems, which is accompanied by areasing nationalism
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in certain EU member countries, among a part afcaéid EU citizens
has evoked also a crisis of confidence in EU iastihs. How the EU
will deal with the material but also psychologieabpects of its crisis will
certainly impact its soft power exercised abroad.

Although further enlargement as a long term stratisgnot put into
question, a fast integration of the Western Balgtates presently is not
regarded a top priority by the EU itself. Brussdisects stronger de-
mands to decision makers in the Western Balkarghtov more local
ownership concerning the open issues in the presest peace- and
state-building as well as in the others processbs;h are relevant to
secure high level stability in the region. In sonases, for instance in
the case of Bosnia and Herzegovina these demamdlgctavith nation-
alistic policies which still prevail on the ground.

Western Balkan Perceptions of the EU Crisis

With the exception of Albania, which has lost reantes from its im-
migrants in Greece, at present the crisis of theo Eone is not endan-
gering the economies of the Western Balkan countadditionally.
However, this positive message has to be put he@erspective of their
general worse economic performance compared toEldemember
states, in particular regarding their higher les€lunemployment and
uneven trade relations. Surely, a long lasting Euisis would harm the
Western Balkan economies, due to the EU membegsskating the most
important trading partners and investors.

The stabilization and integration policy of the EUthe region is still
highly accepted by political decision makers themd regarded as being
without real alternative. However, the role of &8 in supporting the
consolidation of this part of South East Europdhsy affected people is
perceived less euphoric and with more realism athénpassed years.
This is shown by declining support for EU membgrshi surveys done
through the region (although supportive positioam@ still high) and in
the less important role issues of “Europeanizatiglay in election cam-
paigns.
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Developments in the Single Countries

Croatia’s positive development in the last two diessafrom a newly
independent state, created under war conditions,t@mber of NATO
and an upcoming member of the EU can be used assiéive role
model. It has generally demonstrated the functipnaf EU’s policy of
conditionality towards the Western Balkans. Expgmts are high that
Croatia will utilize its membership in the EU foivipg new push to
regional consolidation. However, the country’s ogonomic perform-
ance could be challenged after July 2013 whenhtte EU member will
have to leave the Central European Free Trade Agree (CEFTA).
This economic cooperation framework presently cevBouth East
European non-EU-members and has been aiming teachi free trade
market of 30 Mio people.

In Bosnia and Herzegovina the long awaited fornmatiba central gov-
ernment in the beginning of this year raised hdpes more construc-
tive policy of national decision makers in orderdachieve a generally
more functional state administration, which wouldenthe EU criteria
in the association and integration process, furthe&TO’s conditions
for opening the MAP process as well as finally domditions for the
closure of the Office of the High Representativéif). Notwithstand-
ing the improvement of the political climate thrbugieetings taking
place continuously between the political leadepsnfthe main parties of
the two state entities in regard to the open istegs progress has been
achieved so far.

Obstructive and — as far as the entity Republikasi&x is concerned —
secessionist policies still seem to dominate umoTsttuctive attitudes in
Bosnia and Herzegovina. International support ither needed for con-
solidating this country. The rather technical thgolitical approach of
the EU towards Bosnia and Herzegovina and the mistance that the
presence of OHR has been called into question ime s the influential

western powers, weaken the international role. Afram its internal

challenges Bosnia and Herzegovina has to come rtastavith its

neighbours Croatia and Serbia. While border istia@e to be solved in
its relations with Croatia, Belgrade’s attitude tods a functional Bos-
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nian state remains unclear. From a Sarajevo pdigpaooperative and
reconciling signals sent by the former Serbianidesg Boris Tadi dur-
ing his term have been undermined by a rather gtsopport from Bel-
grade for the quasi state-building measures in dhity Republika
Srpska.

The “technical dialogue” between Belgrade and RnsfPristina has

been continued under the umbrella of EU mediatiomost parts of the
negotiated fields concrete implemented resultsstilemissing. Some

negotiated points are not defined clearly and foesecreate opportuni-
ties for different interpretations and new dispuiese for instance the
agreement on representation of Kosovo in regiongarasations). The
population on both sides has not been informedcseffitly about the

nature and aims of the dialogue. For that reasem#tessary societal
support for the dialogue in Serbia and Kosovoiiklatking.

Northern Kosovo remains an “open wound” in the Badig-Prishtina
relations and a tough nut to crack for the inteomatl presence in Kos-
ovo. This particular security problem can not bé/es only with the

means of the technical dialogue. For relaxing ig8sie a different, more
political negotiating format is needed between Berland Kosovar of-
ficials, which should also include Serb represeéveat from Northern

Kosovo.

The conditionality policies that the EU has exexdisowards Belgrade
and Prishtina/PriStina certainly have helped tonopedialogue in this
frozen conflict situation. However, Kosovo’s unevpasition in EU

integration processes compared to Serbia, ther lati;ng a candidate
country while Kosovo is still at the starting poofta visa dialogue and
of negotiations on the Stabilisation and Assocratigreement, in a
medium term could weaken this tool. Beside the tipresvhat should be
the right incentives for achieving cooperative hebar in the open re-
gional issues connected to Kosovo, the supporinfternal reform proc-
esses in Kosovo should not be neglected.

Representatives from NGOs in Kosovo point to thebj@m of ongoing
massive corruption in the political field. The annoed restructuring of
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the EU Rule of Law Mission (EULEX) could be an oppaity for the
international side to critically analyse the presscstrategy for address-
ing this issue. There are apprehensions thaalhparts of the obliga-
tions from the Ahtisaari package connected to thweption of non-
Albanians will be fully implemented due to the expbf the Interna-
tional Civilian Office.

Unfortunately the perennial stagnation of the FYRcdedonia in regard
to its integration into EU and NATO has worseneriethnic relations
in this country. Since February violent incidenighwinter-ethnic conno-
tations have increased significantly. The deepniuiea, social and po-
litical crisis in Greece on the one hand and thHepof the present Ma-
cedonian government aimed at strengthening anfidpeedonian iden-
tity-building on the other hand prevent a solutfonthe name dispute.
Without solving this crucial question FYR Macedongmnains blocked
in its integration processes.

Among the Western Balkan countries Albania suffiersst from the
Greek/EU crisis. Apart from the economic and soclallenges which
appear as a consequence of diminished remittapoé8cal stability is
challenged by the polarized relations between thang Democratic
Party and the oppositional Socialist Party. Alban@esent stagnation
in its aspirations towards EU membership has irs@@dhe level of so-
cial frustration.

The Role of the US, Russia and Turkey

For the US the Trans-Atlantic relations remaimiksst important strate-
gic relationship. There is still a high degree gérdapping with Euro-

pean partners in regard to strategic goals and dextio values. The EU
financial crisis has not changed this. As far a&sttwols for managing the
financial crisis are concerned different approadatast: The US would
prefer a joint US-EU approach for stimulating glbkbaonomy, while

leading EU countries are in favour of austerity suegas and fiscal dis-
cipline.
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The US is concerned about decreasing defence muddeEuropean
NATO members and the consequences for Europeamilagiins to
Peace Support Operations. Stability projectionontB East Europe is a
shared goal of the US and the EU. The leadingipalitole of the EU in
the Western Balkans is accepted by the US, bug ther strong doubts
that EU is resolute and coherent enough to dodbhealjone. Therefore a
substantial US presence — in particular in BosneazkElgovina and Kos-
ovo — is still seen as necessary a “safety neté Ul$ government —
unlike some influential EU members — is againstrenmature termina-
tion of the OHR’s mandate not before Bosnia andzelgovina has
really become a functional state. Additionally, omg measures of re-
shaping the EU led peace operation EUFOR Altheadadled forth
scepticism in Washington. There are doubts that @&Rvould not be
able to react properly in crisis situations.

Russia’s policy towards the Western Balkan coustinethe era of Putin
has been primarily influenced by pragmatism andn@ss orientation.
With the exception of some “emotional ties” thatsRia has traditionally
cultivated with Serbia and further the competitioith the US in the
energy sector in this part of Europe is not of ipalar geo-strategic in-
terest for Moscow. The ongoing processes of integyahe Western
Balkan countries into EU and NATO are not perceiasda danger for
Russian strategic interests. From a Moscow pernsgedhe role of EU
in the multi-polar world has however lost groundedo EU’s financial
crisis.

During the last ten years of the government of iederate Muslim
party AKP Turkey has developed a pro-active rediqudicy towards
South East Europe. Similar to the EU soft power theen used to sup-
port regional cooperation. Turkish investments hlagen increased sig-
nificantly in the previous years. The interestdhadd EU and Turkey re-
garding the process of consolidation in the WesBatkans are highly
overlapping. At present there is no big conflictimferest. Turkey has
become an important contributor to EUFOR Althea atiebr peace mis-
sions in the region. Although constructive Turkisheign policy activi-
ties are also directed towards countries in théorewith mainly non-
Muslim population there are fears among some “@han3$ politicians

122



and non-Muslims that “Neo-Ottomanism” could leadthie dominance
of Islam.

Summary of Recommendations

Regarding the EU Crisis and CFSP

Despite the current financial problems EU instdos are strong enough
to cope with the challenges. Negative discoursés;iwfocus on “catas-
trophic scenarios” should therefore be avoided, uthe negative in-
fluence they could have for EU’s internal cohereaod its ability to
exercise a credible CFSP.

A broad strategic discussion in the EU could begfuélto develop a
“leitmotif” for the CFSP and to define its priog8. There is a necessity
to define precisely the role of the EU in this mplblar world.

The financial crisis should not hide the fact ttlee EU is more than a
framework of economic cooperation. “European valwessthe founda-
tion of the EU’s soft power projection should bepdasized again, in
particular in pro-active campaigns in the SouthtEagopean candidate
and aspirant countries.

Missions conducted in the scope of CFSP shoulaviold preventive
and long term approach. There should be a cledinclion between
urgent and less important agendas.

Regarding EU and its General Policy towards the Weern Balkans

The process of regional consolidation still neetternational support.
For that reason it is necessary that the WestelkaBs remain a priority
region for the CFSP. A close cooperation betweerd and other im-
portant international stakeholders that share amsilability goals in the
region, in particular the US and Turkey might stemdeason.

123



Croatia’s upcoming accession as a new member ofvilld provide a
good opportunity to strongly reemphasize the Unigaseral commit-
ment to the enlargement process. Through launchmogactive cam-
paigns the pro-European political decision makarshe Western Bal-
kans could counter “EU fatigue” among their popolas.

The financial problems of some EU countries shawticall into ques-
tion the financial foundation of EU’s peace opemas and of EU funds
dedicated to the consolidation process in South Easpe. Neverthe-
less, money coming from these funds should remamditioned by de-
livering concrete results in the reform processes.

It can be expected that the process of negotiatiagibership with the
EU for most of the Western Balkan countries will déong term per-
spective. In order to avoid “EU fatigue” in thesauntries the applica-
tion process should be “shortened” for their popoies by including
mid-term results and incentives that “can be seanthe integration
process. They would bridge the waiting time tilll fmembership will be
achieved.

Furthermore, the ongoing — and in most cases fastamlargement of
NATO in South East Europe is a substantial compteaarg develop-
ment of high relevance for achieving cooperativaiséy in the region.

Together with other international stakeholders Btg has interfered in
regional political processes. So much construativaership of decision
makers in the region would be desired in the varipocesses of con-
solidation, the political reality on the ground Is&mwn that nationalistic
forces still have a strong say and are able torotistA more sophisti-

cated concept of ownership would therefore be mseegs “As much

local ownership as possible, as much internatioriatvention as neces-
sary” could be its guiding principle.

The national decision makers in the Western Ballstwosild be expected
to make the necessary domestic compromises in ¢odachieve pro-
gress in EU and NATO integration processes. In sask non-

constructiveness and nationalistic revival the Eild the other interna-
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tional stakeholders that are engaged in the peamesses should have
tools to sanction obstructive politicians. In theseticular cases an in-
tensified dialogue with relevant civil society gpsuis of great impor-

tance to counteract negative political trends.

Regarding Single Countries

Croatia’s experiences related to the implementatbrEU standards
could be very useful for the other candidate coestn the region. A
positive impetus to regional cooperation would bhieved, if Croatia
would stick further to its official policy not to enge open bilateral is-
sues with its support for the EU membership agpimat of its

neighbours. Croatia itself needs economic suppon fthe EU in order
to avoid trade losses when it will have to withdrieam the regional
trade organisation CEFTA.

The political dialogue in Bosnia and Herzegovina ot delivered
enough satisfying results yet. As long as thisasitun will not change
basically, the international “safety net” providéy the OHR and
EUFOR should be kept.

The insecure situation in North Kosovo and the ethaaspirations of
Belgrade and Prishtina/Pristina to integrate tleemntries into the EU
would demand a new platform for their dialoguesHould be less tech-
nical, but broader and more political and shouétlleo a contract situa-
tion that would be the real starting point for amalisation of relations
between Serbs and Albanians. The EU would agaionagany this dia-
logue.

Kosovo should be given more concrete and for theulation visible

political and economic incentives to implement Etdnslards. These
incentives should be connected to credible stepsosbvar authorities
to conduct anti corruption measures. The plannedrueturing of

EULEX is a chance to coordinate better law enforeiractivities of

the international side.
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The International Communities Office should takeecéhat all core
agendas of the Ahtisaari package, which are relkate¢de protection of
non-Albanians will be completed.

There is a need to raise awareness that ethnitsibtes in FYR Mace-
donia are increasing. Further international agésiare necessary to end
the name dispute between FYR Macedonia and Greeoeder to en-
able the FYR Macedonia to become a NATO membertausthrt nego-
tiations on membership with the EU. Till such a poomise will be
found FYR Macedonia should be enabled to procedtienintegration
processes by using the name “FYROM”.

The EU should recognize the progress that Albaag dchieved in its
reform processes. On the other hand, the full nbzataon of political
relations between the two big political parties hmesnain a core condi-
tion for the country on its way to the candidatess.
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