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Letter from the Editor

Practically everything what we do in our lives turns out sooner or later to
be a matter of a routine. The biggest challenge in our lives, therefore, is how
to impregnate that routine with enthusiasm and excitement. It might easy
be the case that is or at least could be the dividing line between those, who
are successful, and the others, those, who are pleased with their lives and
the rest. Flexibility, which one has to feel and exercise to be able to stand
above daily routine, does not need to be linked with the age, but usually it
is. Hence, one should always keep an eye on younger generations and try
to learn from them what vitality and vibrations are and what they mean.

This updated credo arrives with our seventh issue in the row, practically
speaking, on the front pages of our Journal. The reader will notice signature
below this Guest View — undoubtedly a young person is in question. After
having six prominent and well known scholars, former politicians and dip-
lomats (Erhard Busek, Victor Jackovich, Jacques Rupnik, Jamie Shea, Siiley-
man Demirel and Helga Schmid), we now turn to successful, outstanding
and proactive young people, who show with their examples how to look
beyond, how to think and act forward.

Petra Kocjan from Ljubljana heads the Ypsilon Institute, founded by a
group of friends three years ago and is now offering how to make with it
a case and an example. In the next few issues we will continue present-
ing such cases, primarily from two points of view. Firstly, we would like to
continue with pointing out persons who know and can, and secondly, this
would be our contribution to an active social reflection of the current cri-
sis, which hits primarily young generation. We are deeply convinced they
can offer much to overcome and go forward. It is not just an isle of hope;
it should be a network of social engagement, reaching across generations.

One does not dare to say that the rest of the Journal is a matter of routine,
although we follow our usual structure. So, let us have a brief glance at the
actual content and its current scientific attractiveness.



The main section brings again a variety of choice for the curious reader.
There is a mixture of five papers dealing with economic, legal, financial,
defense and diplomatic aspects, all of them focusing on either Western Bal-
kans countries or topics, closely related to them, offering direct or indirect
lessons learned as well as policy tips. They deal with general issues (like
military and defense) or with highly specific (like cumulation of origin).
Among them one should point out the case study of a national diplomacy
with a reference to the European External Action Service (the case of Slo-
vakia as a small member state), offering its experiences and possible advices
for the aspirant countries of the region concerned.

This issue’s Croquis moves eastwards from the previous one, to the
Galic¢ica National Park with Lake Ohrid at its heart. A highly complex,
complementary and precious mixture of fauna and flora bears an everlast-
ing message for each society: only heterogeneity produces meaning and
advancement.

The Sarajevo 2014 section historically presents the attitude of the former
socialist Slovenia/Yugoslavia towards the emergence of the European inte-
gration process. The author deals with presenting and commenting struc-
tures and aspects, drawing lessons from them and tries to find out what
linked that country with the West.

At this point we should leave our readers with the offer of the following
pages. While contemplating the papers, we already look at the next issue. It
would be our pleasure if you would stay with us till then and beyond. We
wish you a nice reading.

The Castle of Jable, October 2012 M.T.

PS. As this issue went to print we learned that Franck Biancheri, who gave the idea for the
Sarajevo 2014 Section and contributed its Manifest, passed away. Franck was an outstand-
ing person with a sharp analytical mind and an open, friendly approach. We will miss him.
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What the Youth Can Do for Our
Common Future?

Petra Kocjan*

The story of the Ypsilon Institute started in late 2009, when a group of
young people recognized a need among other young people in Slovenia for
a crossroad and think tank of proactive, thinking and responsible individu-
als, aged between 20 and 30. It was born out of a need and deep wish to give
young people a chance to express their full potential. Today it is a non-prof-
it non-governmental organization based in Slovenia and we gather more
than 150 representatives of the Generation Y active in very different fields,
from arts to financial analyses.

Nowadays we often hear that the young are lost generation. The statistics
show that young people in Europe, and especially in the Western Balkans,
are struggling harder than ever before, where the unemployment rate is
just the tip of an iceberg of problems youth is facing today. At moments we
have a feeling that older generations do not really know what to do with us
or how to deal with the challenges ahead. Therefore, we decided to take our
future in our own hands, to our best knowledge and capabilities.

The mission of the Ypsilon Institute is to help in personal and professional
development and awareness rising of our members in cooperation with
other generations. With our activities we are trying to transfer knowledge
and experience from other generations and confront views among them,
thus jointly exploring new routes and integrating the Generation Y into so-
ciety. One of the ways we have been trying to do so is by organizing educa-
tional events where we hosted prominent names from Slovenia and abroad:
dr. Edward de Bono, Shoham Adizes, Jan Muehlfeit, Ricardo Illy, dr. Peter
Kralji¢ and Emil Tedeschi, to name just a few.

I often say that I feel privileged to be able to know, work and cooperate with

! Petra Kocjan, director of the Ypsilon Institute
ISSN 1855-7694 © 2012 European Perspectives, UDK: 327 (4)
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such amazing representatives of Generation Y. Our members are one of the
rare isles of hope, enthusiasm and dreams left in our country. Although main-
ly the entrepreneurs recognize the benefits of networking, we have attracted
members from really different spheres, which bring rich variety of projects
we have been developing. Just to enumerate a few, we are establishing a posi-
tive medium, which will provide only positive news. Together with UNESCO
Slovenia we have established a platform for young people being involved in
UNESCO programs at schools all over Slovenia. We have formed a think
thank of young people called ThinkY, a mentorship platform, for which we
wish that it becomes a national project, so that each young person in Slovenia
would be able to have a mentor. We are preparing a project for empowering
young women to step out of the background and a foundation that would
help best students from Slovenia to get scholarships at best Universities and
social entrepreneurs to start their own social enterprise.

We have established an educational S AcademY, as a part of S project, proj-
ect of social entrepreneurship started by one of our members, Matevz Slo-
kar, who got inspired at one of our events listening to representatives of
the Jamie Oliver Foundation, with whom he is now closely working. This
is story of a young man from a small town Ajdovscina, starting his own
restaurant at the age of 18, now employing 17 people and giving a chance
to 7 young people who did not have as much luck and opportunity as he
did, to be able to get education and vocation and start their lifes anew. The
first generation of S project is finishing its training these days and we are
eager to try out their new skills at a dinner in few days. We are very proud
of members such as Matevz, who show that although we are young we pay
attention to our environment, care for others, can provide them with a
chance they have missed and make changes happen.

In the Ypsilon Institute we care more about actions than words, we believe
that we can make a difference with our little steps, and this is our modus
operandi.

In the past three years we have been trying to change the way society looks
at young people and we have been trying to make small positive changes.
Although in the beginning some were looking at us as a bunch of young-
sters wanting to become the elite, today many come to us, encouraging us
for continuing on the right path and telling us that society needs proactive
young people, who are aware or their environment and cherish values other
than money and separation. We are trying not to be just numb spectators of
the happenings around us, but are trying to make positive changes within
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our capabilities. We know that we do not know everything. And we are
always welcoming wisdom of other generations. We strongly believe that
the combination of energy and enthusiasm of youth and wisdom of other
generations can bring the best results.

One of our core values is cooperation. We try to be open for cooperation
at all times, since we believe that it is better to unite our strengths than
compete and try to defeat each other. Through cooperation we have built
numerous positive stories. One of them is bringing politics closer to young
people. This is how we started the World for Ypsilon project in cooperation
with the Ministry of Foreign Affairs and other crucial state cabinets in Slo-
venia and University of Ljubljana, who generously opened its doors to host
high rank official guests visiting Slovenia to address young people. This is
the way to give young people a chance to meet leading politicians, have a
short discussion with them and share their thoughts. This is a nice display
of a non-governmental organization working closely with governmental
institutions for the benefit of young people. And this is also how Slovenia
could be promoted in international affairs, as a country that cares about its
young people.

In Slovenia there are actors who are becoming aware of the importance
of recognizing young people, giving them the possibility to discuss today’s
issues and participate in finding solutions, which will mainly affect us, the
young. The Bled Strategic Forum (BSF) organized yearly by the Ministry of
Foreign Affairs recently added an extra day for Young BSE giving an op-
portunity to students and young professionals from different countries to
meet, discuss the challenges and propose solutions. We have had the chance
to be a part of it for the second year and it was exciting for our members
to meet their peers from different countries, get to know the problems they
are facing and debate on solutions. Moreover, young people had a chance
to discuss the current political situation with high-level politicians from
all over the world, exchanging their views, learning something new. This
definitely is the way to go forward. In our opinion youth should be more
represented and involved in the policy making. After all, it is our future the
policy makers are deciding on. And we should have some say in it.

In the Ypsilon Instutite we often take our right to have a say or to do some-
thing irrational, nobody else believes in. It was also the case with our big-
gest project so far — the project Simbioz@ (symbiosis in English). It is a
project in which youth is teaching elderly people how to use computer on
a voluntary basis. This year, for the second time in a row, we have managed
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to connect more than 8000 people in Slovenia in a week’s time. And what is
more, this year more than 3200 young volunteers (800 more than last year)
have taught more than 5000 elderly people the basics of computer at 300
locations all over Slovenia. In 2011 we thought this would be a one-time
project. We repeated it because of the feedback we got from different stake-
holders, but mainly from elderly people asking us to do it again.

Looking at the figures it is surprising, that this year 800 more young
people joined the project to help as volunteers. Most people would say
that the young are not ready to help, that we are apathic, not interested
in anything and that we do not care about older generations. However,
only last year, young people invested more than 20 000 voluntary hours in
the project Simbioz@. These numbers prove just the opposite. And many
were amazed by it, due to the negative atmosphere that can be felt in Slo-
venia during the last months.

Simbioz@ is a really nice act of intergenerational cooperation that was born
from one talk among Ziga Vavpoti¢, the cofounder and program director of
the Ypsilon Institute, and his grandmother at lunch, when she asked him:
“Ziga, what does www mean?” This was when Ziga realized that we, as a
society, are not acting discriminatory only to those who we do not like, but
also to those we love the most. And this is how the journey started back
in 2010. We started from the scratch; a good idea and a strong belief were
our main supporters. We talked to the ministries, different associations,
organizations connecting young, elderly people and the business. The first
to support and believe in us was, by our surprise, the business sector. And
Slovenian companies were in the end the ones who made it all possible
in financial perspective. Despite the crisis, bad economic conditions and
all other excuses we hear so often. Of course we could not do the project
without the support of local authorities, libraries, schools, and NGOs who
offered their locations and computers. We also got the honorary support
of all four Slovenian presidents, the President of the Republic of Slovenia,
President of the Parliament, Prime Minister and President of the National
Council. Enumerating all the stakeholders, the project was so successful
mainly due to readiness of us all to cooperate and do something different.
Slovenia was able to unite in these difficult times, when all we can hear is
separation, at least for one week.

However, all did not go so smooth, there were also hard times, objections,

mostly by people, who should be glad that we are in a way giving this
knowledge and opportunity to elderly people. However, nothing stopped
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us in our belief, and we made it in 2011, with a pioneer project, no real
point of reference to hold on to.

After the success, also recognition form various institutions followed. On the
nomination of Tanja Fajon, Member of the European Parliament, the project
got the European Citizenship award from the European Parliament. The Euro-
pean Commission named Simbioz@ as one of the best practices of intergenera-
tional cooperation and the project also received the award of the Chamber of
Commerce in Slovenia for social innovation, to enumerate some of them.

This year is also a European year of intergenerational solidarity and ac-
tive ageing, which goes hand in hand with our project. Neelie Kroes, Vice
president of the European Commission responsible of the Digital Agenda
for Europe, supported the project at the very beginning. This year we held
an international conference under her honorary patronage, where we gath-
ered different international actors from private and public sector to discuss
the future of project Simbioz@, which more than obviously has interna-
tional potential. The discussion are taking place right now to do this proj-
ect in Serbia, Montenegro and perhaps Bosnia and Herzegovina, where it
could have another dimension of not only bringing together different gen-
erations, but also different nations. We know that our dreams can be bold,
however, we dare to dream and hopefully can realize them one day.

What counts the most are the feelings, the real intergenerational cooper-
ation being born out of it. Finally the young got a chance to teach their
grandmothers and grandfathers. And all over Slovenia we were able to see
elderly people twice a day strolling around their neighborhood with lap-
tops in their hands, talking about how to use internet and that the mouse
is difficult to use for them because their hands wouldn't listen. And this is
what gave us strength to go forward. We showed that we, a group of young
people with strong belief, can make changes.

As responsible young people we are not stopping here. We will repeat the
project next year in Slovenia and are trying to spread it beyond our bor-
ders as a Slovenian product that can be exported. Why couldn’t Slovenia
be known in international relations as a country of good practices, projects
of social and other innovation? Simbioz@ also has a sustainable path, our
great desire is to make intergenerational centers around Slovenia where el-
derly people would be able to practice their computer skills and to establish
Simbioz@ primary schools where pupils would teach elderly people form
their neighborhood how to use computer effectively and safely.

11
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To conclude, with our work we have proved that youth can make great
change and that we can contribute to our common future. Times are not
easy, disbelief and hopelessness seem to be prevailing emotions, with many
people looking for problems, excuses and reason why not to do something.
Some are even calling for youth to take over. We do not believe that this
is the right way. Youth still needs to gain experience in order to be able to
change the world. However, we are showing with our everyday actions, that
we should start doing things we believe in, but we need everyone’s help and
cooperation. This is the only way we can move forward. And young people
do not only wish, but want to be a part of today’s decisions.Who, if not us?
When, if not now?

12
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Intra-Regional Trade in Transitional
Economy: Prospects from South-
Eastern Europe

Arsena Gjipali, Etis Jorgji, Elida Liko*

ABSTRACT

This paper addresses the issue of foreign trade of South-Eastern European Transitional
Economies, focusing in their intra-regional trade. International trade is crucially related
to the development of the region, which is why it is important to centre our attention on
the variables that affect trade. Augmented gravity models were introduced to observe
the trade patterns of the region for the period before the financial crisis and before the
changing pattern of any of the Balkan countries towards the European Union. The grav-
ity equation has been found to be efficient in explaining trade pattern of the region. At
the same time, other variables testing the significance of historical, cultural, and politi-
cal ties on trade have been found also to be important. South-Eastern European Transi-
tional Economies have to work individually and together in achieving political stability
in the region, in order to improve their bilateral trade relationships.

KEYWORDS: Trade, South-Eastern European Transitional Economies, Gravity Model
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1. INTRODUCTION

After the collapse of the socialist regimes at the begging of the 90’, all the
countries in the region underwent through an economic and political tran-
sition period. The transition period was also accompanied by many wars in
the region such as Bosnia and Herzegovina Civil War (1992-1995), Alba-
nian Civil War (1997), Kosovo War (1998-1999), and the Revolution in the
Republic of Macedonia (2001), which did not help the developing process
that the countries were undergoing through. Instead, these problematic pe-
riods made the transition period for these countries longer and harder to
be surpassed. The difficulties presented by the market and political reforms,
together with the military conflicts in the region led to deepening the chal
lenges that countries had to face on their way through the transition.

The most common feature of the countries of the region is their Euro-
pean aspiration. Historically the South-Eastern European Transitional
Economies (SEETE) countries were identified as European countries, so
membership in the European Union is one of the main objectives of all the
SEETE countries. The European Union (EU) on the other hand, offered
it’s strongly support for the development and reformation of the countries
in the region. One of the areas promoted by the EU is trade liberalization
and establishing bilateral trade relationships between SEETE and the EU,
and the countries of the region between each other. Trade liberalization is
expected to yield economic improvement; according to Redding and Vena-
bles (2004) 1% market opening of one country, will increase its exports by
1%, and as a consequence increase its GDP per capita by 0.25%. In order
to increase bilateral trade relationship between SEETE countries with each
other, free trade agreements (FTA), strongly related to Central European
Free Trade Area (CEFTA), were introduced. These agreements are expected
to increase the intra-regional SEETE trade (Commission, 2003).

Intraregional trade patterns of the South-Eastern European Transitional
Economies is very important for the economic development and the Euro-
pean future of these countries. Much emphasis has been put in this topic
by individual countries, while not too much empirical work has been done
to examine the pattern of trade. Most of the work has been focused in the
description of trade figures, but not on the variables influencing it, which is
why this paper will be focused mainly on the variables that affect trade in
the SEETE region in the period 2000-2007, before the global financial cri-
ses which was spread in Balkan countries mainly through trade channels,
and had an significant impact on export volume and growth slow down in
all the countries under survey.

16



INTRA-REGIONAL TRADE IN TRANSITIONAL ECONOMY:
ProsPECTs FROM SOUTH-EASTERN EUROPE

In this paper we only focus in the intra-trade process between Albania, and
Ex-Yugoslavian Countries: Bosnia-Herzegovina, Croatia, Kosovo, Monte-
negro, Republic of Macedonia, and Serbia. Two are the motives for this
rationale. First, even though these countries signed the Stabilisation As-
sociation Pact (SAP) in 1999, they delayed in their transition process not
only related to developed economies but also to other transition economies
in the region (such as Slovenia). The reason was that some countries were
evolved in wars. Second, the above mentioned countries have a common
feature, the lack of competitiveness in a larger international area, which is.
reflected by too high trade deficits. Share of foreign trade of the these coun-
tries with the EU is relatively low, raising importance to the intra regional
trade for the developing of those countries.

The paper is structured as following. The second section gives a general
overview on economic performance of the countries and the main features
of trade between them. The third section will provides a closer look on the
theory of international trade and also of the gravity model. The fourth sec-
tions presents the econometric model, the model itself, and the data used.
The econometric results of the model together with the interpretation of
the estimation are represented in the fifth section. The last section will be
focused on the general conclusions; summary of the previous sections will
be produced. Some policy implications and future research topics are as
well raised in this last section.

2. AN overviEw oF SEETE: Economic PERFORMANCE AND TRADE FEATURES

SEETE are small economies and relatively underdeveloped and their region-
al integration in both political and economic fields has an important role in
their transition to market economies and their European integration.

2.1. Economic PERFORMANCE

Beside Albania, all the other countries were members of the political and
economical union of Yugoslavia, but in the early 90’s the federation was
broken up, and consequently Bosnia-Herzegovina, Croatia, Republic of
Macedonia, and Serbia and Montenegro® countries were created. During
the federation period, Yugoslavia was economically more developed com-
pared to the other countries of the region, but the transition to market.
economy faced all the emerging countries with the challenge of political

2 Kosovo at the time was an autonomous province of Serbia.
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and economical reformation (Gross & Steinherr, 2004).

The opening of the countries in South East Europe (SEE) more than two
decades ago has fundamentally altered the political and economic land-
scape of the European continent. The region has been transformed into a
marketplace with dynamic growth, attracting a significant amount of for-
eign direct investment.

The political landscape in South East Europe is diverse and, for some of
the SEETEs, constitutionally rather complex. The diversity is apparent not
merely in the political sphere, but also in terms of economic development;
in one end of the spectrum is Croatia, with GDP per capita similar to that
of the Central European Countries, while Albania, in contrast, is basically
typical developing economies with the lowest GDP per capita in the region.
The economic performance of most of the SEETE up to date is very poor,
and not as expected; an exception has to be made in the case of Croatia,
where the economic reforms are more successful compared to other coun-
tries of the region.

Croatia, the candidate country for EU accession, is recording higher growth
rates, higher FDI inflows, lower unemployment levels, and more stable
short- and medium-term prospects for growth than the rest of the region.
In the other countries of SEETE economic growth is slower, foreign di-
rect investment lower, unemployment higher, and prospects for both GDP
growth and FDI less clear. These slower results are partly attributable to
deficiencies in the process of transformation and trade integration arising
from unsettled security situations or constitutional setbacks.

In terms of population, Serbia is clearly the biggest country in this region,
with a population of around 7.5 million. The remaining countries are rela-
tively small, with a population size ranging between 0.7 to 4.4 million.

Growth remained sustained in the Western Balkans in the mid of 2000’s.
Between 2005 and 2007, the economies of the region have experienced
growth rates at an average rate of around 5% of GDP. Growth dynamics
were strong in Albania, Montenegro, Serbia, and Bosnia and Herzegovina
with growth rates of between 5% and 7%, while in Croatia and the for-
mer Yugoslav Republic of Macedonia — growth was somewhat less strong
at between 4% and 4.5%. The outlier in the region remains Kosovo, with
an estimated negative growth of -0.2% of GDP in 2005, followed by a 3%
growth in 2006, partly due to the downsizing of the international commu-
nity’s presence which represented a significant market for local services.
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The countries of the region real GDP’s growth rates have been similar with
the previous tendences during 2007 too.

The pattern of growth has been uneven. In 2005 high industrial growth
was registered in some countries or areas, in particular in the former Yugo-
slav Republic of Macedonia and Bosnia and Herzegovina. In Serbia, growth
was driven by services, while the manufacturing sector, which accounts for
75% of industrial production, recorded a decline of about 1%, reflecting the
ongoing process of restructuring and adjustment in industry. Montenegro
also recorded a negative industrial production trend, its GDP growth rate
also being mainly driven by services (notably tourism) and the financial
sector. Croatia’s growth too is mainly explained by dynamic internal con-
sumption trends and relied on services, with industrial production growing
only moderately. Albania’s growth was lower than in previous years owing
to the effects of the energy supply crisis, which is expected to have weighed.
negatively — by around 0.5% of GDP - on growth, but remained strong
overall, fuelled by strong internal demand (EU Commission, 2006).

Unemployment levels remained high throughout the region; reported un-
employment levels (at the end of 2007) varied considerably, ranging from.
43,2% in Bosnia and Herzegovina and 34,9% in the former Yugoslav Re-
public of Macedonia to 13,2% in Albania and 9,9% in Croatia. However, it
is difficult to judge to what extent official figures reflect reality, because of
the large alleged size of the informal sector. High unemployment remains
a serious deterrent to growth and economic prosperity in these economies.

External imbalances of SEETE remains high. All the countries in the region
have negative trade balance and current account deficit as a percentage of
GDP in 2007, varies from 7,5 in Croatia and Macedonia to 12,2 in Bosnia
and Herzegovina and 29,4% in Montenegro. Croatia’s current account defi-
cit also slightly increased from 6.4% of GDP in 2006; however, it remains
the country in the region with the most sustainable source of external rev-
enue owing to sustained and increasing tourism receipts, and substantial
FDI inflows to finance its current account deficit.
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Table 2.1: SEETE Economic Performance, 2007

Ma::roeconomlc Albania Bosnia ar.ld Croatia Montenegro FYROM Serbia
Indicators Herzegovina
2ok 32 38 44 07 2,0 75
(in million)
GDP per capita 34228 39864 131965 5827, 38681 53931
in USD
Uismil Gt 132 432 97 16,8 349 299
(in percent)
Share of industry
in GDP (in percent) 10,3 21 17,6 na 21,9 21,4
Share of agriculture
inGDP (percent) 21,0 79 52 na 9,4 98
Current account/
GDP (in percent) -10,6 -12,2 -7,5 -294 -7,5 -15,7
Share of trade
in GDP (%) 46,7 95,3 64,9 94,7 105,1 65,9
Domestic credit to
private sector 289 50,6 67,1 83 36,8 353
(in percent of GDP)
Percentage change
in real terms
- GDP 6,0 6,8 55 10,7 59 6,9
- Industrial Gross 86 82 56 04 37 37

Output
- Agricultural

Gross Output 19 0,3 3,3 na 2,0 8,0

Source: EBRD (2010); Transition Report, 2009.

The overall competitiveness of the economies is reduced by a combination of still
large and not restructured state-owned enterprises and business environments
that do not foster enough economic entrepreneurship. The private sector repre-
sents only around 50% of GDP in Bosnia and Herzegovina and 55% in Serbia,
but is higher in Montenegro (60%) and relatively high in Albania (75%) and the
former Yugoslav Republic of Macedonia (75%) (EU Commission, 2006).

2.2. MAIN FEATURES OF INTRA-REGIONAL TRADE

Trade figures of SEETE countries are not as promising as it was expected
from the agreement signed and implemented. During the socialist regime
until 1989, most of the countries of the region had very high trading volume
between each other, with the exception of Albania which at the time was
isolated not only to the SEETE region, but the entire outside world. During
that period, trade within the Yugoslav republic was more important for its
members then trade with countries outside the federation (Uvalic, 2006).
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With the disintegration of Yugoslavia during the first half of the 1990s, tra-
ditional trade and production links were interrupted and new possibilities
of economic integration started to emerge. The decade of the 1990s was
dominated by the increasing orientation of SEETE countries towards the
EU on the one hand, and a sharp economic disintegration of former Yu-
goslavia on the other hand. The transition period that these countries have
been undergoing through after the collapse of the socialistic rule changed
the traditional trade pattern of the countries. Now most of the countries
of the region mainly trade with the European Union, while trade between
the SEETE countries has decreased over time. For most of the countries of
SEE’, trade within the region is only one-tenth of their trade with the EU,
and the dominance of the EU in trade terms is not likely to diminish over
time (Gross & Steinherr, 2004). Another reason behind the low bilateral
trade within the SEETE region is that the countries have similar export and
import structure, and most of them specialize in labour-intensive products
(Skuflic & Botric, 2008). From the table 2.2. we notify that the free trade
agreements haven’t yet succeeded in a significant way the economic rela-
tions between the countries of the region. The data shows that the export
inside the region goes from 7.8% in Croatia to 41.6% in Bosnia and Herze-
govina. The biggest part of exports is oriented to EU countries. A character-
istic for Kosovo is the fact of the decrease of the weight of the exports (2006
comparing with 2007) with Albania (from 20.1% to 8.1%) and Serbia (from
26.1% to 8.1%). In the total exports of countries, the exports inside the re-
gion weight about 23%, instead this ratio in EU that is about 64%. The total
export-import within the region for the year 2007 has been around 4.800
million euro. For this year the exports of all the region countries toward EU
is counted around 13 milliard euro, and the imports around 26.2 million
euro, with a coverage index of 48%.

As can be seen in Table 2.2, the EU is by far the most important trading part-
ner, with shares in total commodity exports ranging between 54.4% (Serbia)
and nearly 83% (Albania). Interestingly enough, Italy seems to be the most
important EU export destination for nearly all countries of South-Eastern
Europe, followed by Germany, Greece, Austria, Slovenia and Hungary.

With respect to trade within the region, the historic pattern of economic
integration appears to prevail. The successor states of the SFRY still appear
to export a significant share of their trade within the territory of former Yu-
goslavia (e.g. between about 19% of total exports in the case of Croatia and

* Denotes for South-East Europe and includes countries: Albania, Bosnia-Herzegovina, Croatia, FR
Yugoslavia, FYROM (Republic of Macedonia).
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38% in the case of Bosnia and Herzegovina), while trade with the Eastern
Balkan or Albania is very low.

However, a closer looks reveals a high bilateral trade concentration; for ex-
ample, in 2007, about 50% of Croatia’s exports towards the countries of
the region were absorbed by Bosnia and Herzegovina, while the share of
exports to Serbia and Montenegro was 5,9% only.

Another striking feature of regional trade is the low degree of regional inte-
gration of Albania, with exports to the Western Balkan amounting to 9.9%
of total exports and 6.8% of total imports only. According to available data,
the only significant regional export flows of Albania in 2007 were directed
towards Kosovo and the former Yugoslav Republic of Macedonia.

From an economic point of view, this highly fragmented trade pattern is
surprising, because in the absence of major differences in resource endow-
ment or natural hindrances to trade, the economic theory would predict a
more evenly distributed regional trade pattern.

Table 2.2: Exports and Imports within the region and with EU-countries, 2007

Exports within Exports with EU, Imports from Imports from
region, 2007 2007 region, 2007 EU, 2007

Albania 9,9 829 6,8 62,8
e s . .

Croatia 7.8 71 22 65,1
FYROM 30,8 67,4 11,6 773
Montenegro 35,1 63,9 48,9 45

Serbia 351 54,4 10,1 551
Kosovo 27,7 60,1 36 36,5

Source: National Statistical Bulletins, own calculations

The commodity composition of total exports of SEETE is characterised by
a relatively high share on intra-industry trade, mainly due to the relative
similarity of South-Eastern Europe with respect to the resource endow-
ments (natural resources, capital stock, and human capital). However, this
pattern changes drastically, when analysing the trade composition of re-
gional trade; in contrast to the overall pattern, trade between the countries
of South-Eastern Europe appears to be dominated by inter-industry trade,
such as exports of agricultural goods and imports of manufactured goods.
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In view of the limited size of most of the SEETE, trade integration is a crucial
instrument for promoting growth and development, because of various ben-
efits such integration offer. Local companies have access to sufficiently larger
markets and local or regional producers can maximise their integration into
the production chain; openness to trade allows the import of new technolo-
gies and know-how, while the consumers benefit from the larger variety of
available goods at lower prices, reflecting competition from abroad.

Trade policy thus became an important instrument not only to foster eco-
nomic development in terms of realising necessary economies of scale and
sufficient access to export markets, but rather as an avenue for realising ex-
isting synergies and in order to create a sufficiently large economic area, for
example for increasing the region’s attractiveness for FDI. Trade integration
may also help to stabilise this region in political terms.

3. Review oF LITERATURE ON INTERNATIONAL TRADE THEORY

The theory of international trade is yet developing, and there is no single
theory used to explain the patterns of trade. Economists are still using the
three waves of international trade theories, which are the so called “Old
Neo-Classical Trade Theory”, “New Trade Theories”, and “New Economic
Geography”. All of them together are used in explaining the pattern of trade,
and there is no consensus on which of the theories is a better predictor of
trade flow. Understanding all the three waves is important in explaining
and studying trade within a country, between countries, within a region,
and of the entire world.

The “Old Trade Theories” assumes a simple perfect world where there is
perfect competition, constant returns to scale, no market distortions, fixed
supply of factors, and homogeneous preferences. Major contributions in
the field are given by Ricardian comparative advantage model and by Heck-
scher-Ohlin model. According to these models, if assumed that at least one
of the factors of productions is immobile and also perfect economic envi-
ronment prevails, than the country will tend to specialize in the produc-
tion of the products that use its abundant factor. In other words a country
will specialize and export goods that use intensively the factor which the
country richly possesses. Countries with different factors of endowments
will trade between each other, while countries with similar factor endow-
ments will have little trade volume occurring between them. As a result trade
between countries will be prevailed by inter-industry trade, while there will
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be no intra-industry trade. Empirical evidence is contradictory, but most of
researchers believe that international trade pattern cannot be explained only
by differences in endowments, but also by extensive technology differences
(Krugman & Obstfeld, 2000). The inability of “Old Trade Theories” to ex-
plain only a part of international trade, namely the inter-industry and not the
intra-industry trade, opened the path for the new theories in the field.

The “New Trade Theories” assume a monopolistic competition environ-
ment, characterized by increasing returns to scale, product differentiation,
and also “love-of variety” of consumers (heterogeneous preferences). Be-
side these assumptions, in continuation with the old trade theories, it is
assumed that there is no labour mobility between countries, or regions.
The monopolistic environment, in accordance to Chamberlin (1933) and
turther advanced by Dixit and Stiglitz (1977), made the new trade theories
to interpret another area of international trade, that of intra-industry trade.
In order to take advantage of increasing returns to scale, most of the firms
will decide to allocate their activities close to the factor of productions and
consumer markets. This is true since the firms will take advantage of the
low transportation costs, and as a consequence will achieve economies of
scale. The result is what is called “home market effect”, which implies that a
country will export goods that have a large domestically demand (Surico,
2003). The new trade theories emphasizing monopolistic competition envi-
ronment, focusing on economies of scale, can be used in explaining intra-
industry trade, or trade between countries with similar factor endowment. At
the same time a drawback of the theories is that they are not able to explain
trade between countries have different endowments, such as trade between
North and South. According to Schott (2004), there is the need for new sets
of theories that incorporate elements of old and new trade theories.

The “New Economic Geography” was mainly developed by Krugman, who
added the new trade theories by assuming that there is labour mobility.
In this context the geographic concentration of the production will be in
accordance to the combination of the transportation costs and scale econo-
mies. These opportunities for producers and consumers, lead to a concen-
tration of the producers close to consumers, and also for consumers to con-
centrate close to the production. The findings of the economic geography
theory are the following:

“In an economy characterized by high transportation costs, a small share of foot-

loose manufacturing, or weak economies of scale, the distribution of manufac-
turing production will be determined by the distribution of the ‘primary stra-
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tum’ of peasants. With lower transportation costs, a higher manufacturing share,
or stronger economies of scale, circular causation sets in, and manufacturing will
concentrate in whichever region gets a head start” (Krugman 1991, p.497)

In other words, Krugman argues that there is a historical path-dependency
process in geographic concentration of production. According to Martin and
Sunley (1996) the Krugman's economic geography is not able to explain why
flourishing regions undergo to dramatic economic drawback, or why some
regions are more successful than others in adjusting to negative shocks.

As mentioned above, the theory of international trade is still not fully de-
veloped. The three waves of the theory, “Old Neo-Classical trade theories”,
“New trade theories” and “The economic geography”, try to explain the
pattern of trade, but none of them are fully able to explain all aspects of
international trade, which is why there is no “right” theory of international
trade. While trying to explain trade, all three waves of the theory should be
combined and dealt with, even though yet there is no econometric model
that is able to combine all the elements of these theories into one.

During the decades that it has been used, the gravity model has been very
successful as a tool for measuring trade empirically. The estimated coef-
ficients of the general form of the gravity model have been able to explain
the variation of trade, since in most of the studies where it is used thecoef-
ficients have expected signs and are significant. According to Bergstrand
(1989), “The generali zed gravity equation explains empirically 40% and
80% of the variation across countries in one-digit SITC* trade flow”. The re-
sults of the gravity equations, even being accepted from most of the experts
in the field, still do not have an economic theory to be explained from. The
lack of the economic theory behind the gravity model has pushed many
economiists to find the relationship between trade theories and the gravity
equation. Oguledo and Machphee (1994) mention the theories that were
developed in order to explain the efficiency of the gravity model. The first
theory lies in physics, where the gravity depends on the electrical forces (in
the Gravity Equation is the country’s GDP) and resistance factor (in the
Gravity Equation is distance). The second theory is that of Walrasian gen-
eral equilibrium, where the gravity equation is a reduced form of the equi-
librium explaining trade volume. The third theory is based on the prob-
ability model, where suppliers and demanders meet randomly. All these
theories are not able though to explain why the gravity model works, and
at the same time link the gravity model to the theory of international trade.

4 Denotes for Standard Industrial Trade Clasification
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Other economists on the other side, while trying to find out the theoretical
foundation behind the gravity model, look at the theories of international
trade and test if those theories can explain the success of the gravity model.
The trade theories that are generally used to test the success of the gravity
model are mostly the constant-return to scale Heckscher-Ohlin Model, the
increasing-return to scale of new trade theories, and the economic geogra-
phy theory. The general belief is that GM can provide empirical evidence
for the new trade theories, but this is not fully tested. While testing the
theories that explain GM, Evenett (2002) concludes that: First, only if there
is a big difference in factor endowments of the countries can the Heck-
scher-Ohlin model predict perfect specialization and as a consequence the
gravity equation can work. Second, increasing returns to scale models of
perfect specialization perform a little better than the H-O model. Third,
the H-O model and new trade theories explain different components of
the variation of trade volumes; as a consequence both of them might be
used partially to explain the success of gravity model. Firduc (2004), also
concludes that gravity models perform well in increasing returns to scale,
with differentiated products (features of new trade theories), and compara-
tive advantage (a feature of H-O Model). At the same time, while studding
the outliers of his gravity equation results, Firduc concluded that peripheral
countries trade flows were acting as exceptions of the estimation, which is
something explained by the economic geography theory. To summarize,
even though there is no single theory lying behind the gravity model, all
the theories of international trade explain parts of the equation success in
explaining variation of the trade volume.

The efficiency of gravity model in explaining the pattern of trade has lead
researchers to add other variables to the traditional equation. In the case
where other parameters beside the original ones are added to the equation,
called the augmented gravity model, depending on the importance of the
parameters to trade, the coefficient estimation might change, causing a bet-
ter estimation of trade volume fluctuation or a worse one. The additional
parameters of added to GM are such as per capita income, common bor-
der, language, currency, culture, religion, and ethnicity, exchange rate, etc
(Kandogan, 2007). The importance of these parameters in predicting trade
volume fluctuations depends on each parameter, and also on case to case
bases, but some of them have proven to produce significant coefficient esti-
mation, which is why they are used frequently from economists.

To conclude, the theory of international trade is still developing, and there
is no consensus on which of the existing theories better explains trade in
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the real world. The most important contribution is given by the three waves
of the theory, “Old Neo-Classical Trade Theories”, “New Trade Theories’,
and “Economic Geography”. As believed by researchers, a combination of
these waves is the most efficient way to explain the international trade fluc-
tuations. One econometric model that is able to yield successful results in
explaining trade is gravity model. Even though this equation does not have
an economic theory lying behind and explaining its success, the three theo-
retical waves might be used to explain parts of the gravity equation achieve-
ment on trade fluctuation explanation. According to Anderson (1979), it is
very hard to find a model that explains trade flows, so we have to respect
the models that are able to do so, “.. the gravity model may merit continued
development and use”.

4. MODEL SPECIFICATION AND DATA

International trade is very important for a country’s growth and economic
development. That is why trade patterns of countries, especially developing
ones, is very important to be studied. For South-Eastern European Tran-
sitional Economies (SEETE) trade is a central key to development. These
countries historically, (with the exception of Albania) have had very good
trading relationships; those historical ties remain even in the recent trends.

In the empirical analysis the traditional gravity model variables will be in-
cluded; GDP (accounting for country’s mass) and distance (accounting for
transportation costs). At the same time, other variables explaining trade
patterns will be included in the models.

For the model the data were constructed in a panel framework, since the
data consisted of a combination of cross-sectional and time-series feature.
The panel estimation is superior of cross-sectional and time-series ones,
since it is able to give an estimation of a cross-sectional analysis during a
time period (Wooldrige, 2002).

The main questions raised in the analysis are the following:

«  What variables are important in explaining the trade pattern of
SEETE countries?
o Does trade of SEETE countries follow the gravity model predictions?

« Do cultural, historical and political ties affect trade pattern of
SEETE countries?
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The main emphasis of this work will be dedicated to the effects of cultural,
historical, and political ties of countries in the volume and pattern of trade
that they have. This means that besides the traditional gravity model vari-
ables, a central importance will be given to variables such as common bor-
der, similar language etc.

Gravity models® (in many forms for different studies) have been the most
successful empirical tools used to explain international trade flows. The
gravity models have been applied to a wide variety of goods trade and fac-
tors moving between regions and across national borders, and the estima-
tions produce good fit to the data. The models were developed during the
1950s and 1960s, and specifically sought to explain the volume of trade. The
models predict that trade flows are proportional to the size of the economy
of both trading partners and are inversely associated with the trade impedi-
ments between them.

The models can be derived from very different trade theories: the Ricardo’s
comparative advantage theory; the Heckscher-Ohlin’s factor endowment
and factor intensity theory; and monopolistic competitive theory with in-
creasing return to scale. The gravity models are consistent with the Heck-
scher-Ohlin-Vanek factor service trade prediction, one of the most im-
portant results of trade flows (Evenett & Keller, 2002). The gravity models
are useful tools in analysing the determinants of international trade flows,
identifying and estimating export market potential and identifying “natu-
ral” trade blocs (Lung & Gunawardana, 2000).

The common feature of the gravity model is that it attempts to attribute
flows from one region to another region depending on the relative attrac-
tiveness of the two regions. In relation to international trade, the model of
Tinbergen (1962) proposes that flow of goods from one country to another
is a function of a positive product of the size of economies of the two trad-
ing countries and an inverse function of trade resistance factors. The model
attempts to explain the volume of trade as a result of the trading countries’
ability to supply and demand tradeable goods when the trade resistance
factors are removed. It appears as a reduced form of simultaneous equa-
tions of supply and demand in which prices are endogenous. The ability
to supply and demand by trading nations is characterised by the trading
countries'wealth (GDP), market sizes (population), and their average living
standard (per capita GDP).

5 At the same time the gravity model (GM) is criticized for not having a strong theoretical background.
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The original form of the model is the following:

(GDP,GDP, )"
tmdei]. =A —1

(dis tan ce;)" (1)

where trade; is the bilateral trade between country i and j; A is a constant;
GDP, and GDP; are the respective real domestic products of the countries;
distance; is the distance in kilometres between country i and j.

Taking the logarithms of formula (1), we attain the gravity model estima-
tion equation:

Log(trade;) = A + B, Log(GDP) + 8,Log(GDP) + 8, Log(dist,) + u,, (2)

where A, B,, B, and B, are the coeflicients that will be estimated from the
econometric model, and the term u; is the error term that measures any
other parameters that have an influence on the volume of trade between i
and j. So explaining it in economic terms, the gravity equation links the vol-
ume of bilateral trade to the importer’s demand, exporter’s supply, and also
their trade costs. The importer’s demand and exporter’s supply is measured
by the country’s gross domestic product, while the trade costs are measured
by the distance between the economic centres of the countries.

The gravity model used to explore the trade pattern between the SEETE

countries for the period of interest is defined as following:

Ln(M,) = &, + & Ln(Y,) + o, Ln(Y,) + &, Ln(D,) + &, CB + o SL + & EY + u;, (3)

b

where:

M;, denotes country i imports from country j in year t

Y, Country i (importer) GDP in year t

Y, Country j (exporter) GDP in year t

D, Distance in km from country i to country j (distance between the
two capital cities of those countries)

CB Common Border Dummy: 1 if common border between country

i and j, 0 if otherwise
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SL Similar Language Dummy: 1 if both countries have Similar
Language (meaning same word root, understandable between each
other), 0 if otherwise

EY Ex-Yugoslavian Countries: 1 if both countries are Ex-Yugoslavian
countries, 0 if otherwise

uy, denotes for error term

t Year =2000.... 2007

As dependent variable we could have used the volume of trade between
countries, bilateral imports or bilateral exports. In the model specified we
are going to use bilateral imports during the period of interest, since each
pair of countries will give two observations, where the country will be once
an importer and afterwards an exporter. The data used for bilateral trade
were acquired from different sources, since there is no statistical entity that
provides trade data for the SEETE countries. The international statistics
publications such as those from International Financial Statistics (IMF),
does not cover trade between some of the SEETE countries, while Euro-
pean Statistical System (EUROSTAT) only provides trade data between
SEETE and the European Union. This leaves us with the only choice of
using national countries’ trade data. These data were collected from the
SEETE countries economic bulletins of their central banks and the minis-
try of finance; only in the case of Albania we used data from the Albanian
Centre of International Trade, which is an institution that gathers all the
existing data on Albania’s trade from international sources and also from
custom duties. Since there is no single source of data for the dependant
variable, we might encounter problems with the data, but we put a lot of
emphasis in making the data as accurate as possible. All the bilateral import
was represented in thousand of US dollars.

The GDP of SEETE countries have been collected from the United Na-
tions (UN) data from 2000 to 2006. The missing data from this source were
filled by using other sources such as IME GDP of national countries were
represented in current market price billions of US dollars. The independ-
ent variables Y,, and Y are expected to yield positive and significant effect

on the dependant variable, imports of country i from country j at year t.
(Bergnstrand, 1989).

The distance variable, besides being one of the traditional variables of the
general form of the gravity model, was used to approach in the model
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transportation costs. Physical distance should not be used only to proxy
economic transportation costs, but also cultural unfamiliarity, time con-
cept etc. Distance is measured in kilometre, between the two economical
centres of a pair of countries, which are assumed to be the capital cities of
each country; an economic geography theoretical pattern. Saying this, it
can be understood that the distance variable might underestimate or over-
estimate the real distance between a pair of countries, since capital cities are
not always the trading centres, which is why another variable is introduced,
common border dummy variable. This variable is going to be used to re-
pair the error of the distance variable, and also to express some historical
relations between countries, which is important in explaining trade vol-
ume and pattern (de Grott et al., 2004). The data on distance between pairs
of countries were taken from http://www.mapcrow.info/, which measures
kilometre air distance between two points in space. The expected sign of
the distance coefficient is negative and highly significant, while common
border dummy is expected to yield positive and significant coefficient.

The last two variables introduced in the model are SL and EY, both explain-
ing historical and cultural ties between the countries. There are two main
languages in the SEETE countries, Slavic language and Albanian language.
Sharing of the same language, as expression of cultural similarity, is expect-
ed to increase the volume of trade between a pair of countries. EY dummy
variable was introduced to study if historical and political ties of countries
are important in explaining trade pattern. Besides Albania, all the rest of
the SEETE countries were members of the political and economic union of
SER Yugoslavia. Before the beginning of 90’s, when transition to the market
economy started for the region, the countries of SFR Yugoslavia were trad-
ing mostly with each other. In order to examine if those economical ties of
these countries continue to hold, the EY variable estimation coefficient is
going to be observed, but it is expected that this variable is going to posi-
tively influence the dependant variable (Kandogan, 2007).
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Table 4.1: Data Summary Statistics of Gravity Model SEETE Intra-regional Trade

Descriptive Imports (M) GDP Distance
Statistics in thousand USD in billion USD in kilometres
Average 142643.2 12.2 308.6
Median 27609 74 287
Maximum 1836902 51.3 606
Minimum 100 19 77
Standard 2720735 12 157
Deviation

Number of 158 158 158

Observations

No. Cross-sectional

Units 31 31 31

5. EmPIRICAL FINDINGS

The models specified in the previous section were tested by using STATA
(Statistical Data Analysis), an econometric program able to provide econo-
metric estimation. The panel estimation was done by using Random Effect
of GLS estimation, which is one where the individual effects are incorpo-
rated in the constant term, while the unobserved individual effects are in-
corporated in the error term. In order to respond to the problems posed
by the estimation of the panel data, which can suffer from heteroscedastic-
ity (dependence of residuals with the independent variables) a problem in
most cross-sectional data, and multicollinearity, a problem of time-series
data, the robust standard error were estimated. This allows us to rely on the
t-statistic estimations.

The two models were analysed separately, and the results will be shown in
different sections. Since the raised questions were intended to grasp dif-
ferent aspects of trade, there were different specifications made for each
of the models. For both models the first specification will show the results
of the importance of Gross Domestic Product, or the economic mass, on
the pattern of trade. The second specification will answer the question of
the importance of the traditional variables of the gravity model (importer
GDP, exporter GDP, and distance) on explaining international trade flows.
The third specification will test the augmented gravity model relevance on
trade. The fourth specification will test the importance of variables repre-
senting cultural, historical, and political ties on trade.

As explained previously, different model specifications were made to the
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gravity equation. The summaries of estimated results of all four different
specifications are presented in Table 4.1.

Table 5.1: Gravity Model Estimation of intra-regional SEETE trade®

Specification 1  Specification2 Specification 3 Specification4

. 0.36** 0.39* 0.36*

Ln importer GDP (1.84) 2.14) 2.73)

137*% 141* 141%

Ln exporter GDP (6.45) (7.30) (1027)

. -1.70* -11*

Ln Distance (-330) 271)
Common Border 1.10* 1.60 *
dummy (2.25) (322)
Sim-language 149 % 1.54*%
dummy (4.52) (3.39)
Ex-Yugoslavian 1.62* 1.66 *
dummy 356 (2.76)
R 0.22 0.37 0.78 0.54
Wald chi2 117.92 130.23 154.61 30.10
No observations 158 158 158 158

The first specification is concerned in estimating the relevance of gross do-
mestic products of the importer and exporter country on bilateral trade.
The GDP, measuring the economic mass, are variables of the standard grav-
ity model; and the first specification is measuring if SEETE trade is in line
with the new trade theories, which assume that trade depends on the mar-
ket size (de Groot, 2004). As seen from the results in the table, both GDP
of exporter and importer country have a positive effect on the volume of
bilateral trade. The economic interpretation of the estimated coefficient is
the following: 1% increase in the importer GDP will increase the bilateral
trade by 0.36%, while 1% increase in the exporter GDP will increase trade
volume by 1.37%. Both the estimated coefficients are highly statistically sig-
nificant in explaining bilateral trade, and as seen from the value of R*22%
of the variation of the dependant variable is explained by the variation of
these two variables. Another important result in the first specification is
the higher the variation of the level of imports is given by the GDP of the
exporting rather than of the importing country, which could be explained
economically, that higher GDP of the exporter country could mean higher
quality products exported from the country, and as a result increase the
volume of imports of other countries.

¢ The constant term is not included in the table, but was included in the estimation. The z value is
included in the parenthesis below the estimated coefficients in order to show coefficient significance: *
denotes for significant at 5% level of confidence; ** denotes for significant at 10% level of confidence.
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In the second specification the third standard gravity model variable was

added, in order to test if the gravity model applied in the SEETE coun-
try’s trade yields the same results as highly verified in the economic lit-

erature. All three traditional variables as seen from the results are highly
statistically significant and have the expected signs. Importer and exporter
country GDP have a positive effect on the volume of bilateral trade, while
geographic distance yields negative effects. The economic interpretation of
the geographic distance estimated coeflicient is that 1% increase in the geo-
graphic distance between two countries will decrease their bilateral trade
by more, around 2%. The importance of geographic distance is in line with
the new trade theories and geographic theory, which expect that trade will
be negative related to transportation costs and other trade costs such as
time, unfamiliarity etc. The variation of the standard gravity model vari-
ables (importer and exporter GDP, together with distance) account for 37%
of the variation of the dependant variable, bilateral trade (R* = 0.37), which
mean that adding up distance to the gravity model increased the propor-
tion of trade explained by the three traditional variables.

The third model specification is an augmented gravity model where besides
the standard variables, other variables were added. These are common bor-
der, similar language and ex-Yugoslavian country dummy. The three added
variables were introduced in order to proxy for the effect of cultural, histor-
ical and political ties on the patterns of trade that countries develop. All the
estimated coefficients in this specification have the expected signs and at
the same time are statistically significant. These results imply that the vari-
ables taken into consideration do have an important role in explaining bi-
lateral trade. All the three dummy variables added have positive signs, and
their economic interpretation is as follows: 1) countries that share borders
trade around twice more’ than countries that do not have common border;
2) countries that have similar languages, that are understandable between
each other, trade around three times more than countries that have dif-
ferent languages; 3) countries that were members of the Yugoslavian eco-
nomic and political union trade around 4 times more than countries that
were not both part of the union. The estimated results of the dummy vari-
ables are in line with the economic literature, and also the studies done in
the SEETE region. According to Uvalic (2006), trade in the Southern East-
ern Europe (SEE) region was influenced by ethnic lines during the second
half of the 90s. Countries that were not part of the Yugoslavian federation,
such as Albania, continued even in the late 90’s to have the lowest share

7 The way it is measured is the following: take the antilog of the coeflicient, and then subtract one and
afterward multiply by one hundred and get the percentage change in the dependant variable. Antilog of
1.1 = 3.00; Antilog -1= 2; (Antilog -1) *100 = 200%.
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of SEE regional trade. This is explained also by the results produced from
our estimations, where both similar language and ex- Yugoslavian dummies
positively affected bilateral trade. The augmented gravity model (specifica-
tion 3) was more successful to explain trade pattern of SEETE than the tra-
ditional gravity model, since the proportion variation of the bilateral trade
explained by the independent variables is higher (78%) in comparison to
that of the standard gravity model variables (R*= 0.78).

In the fourth specification we were interested only on the effect of cultural,
historical, and political ties on trade. Taken alone, variables of common
border, similar language and ex-Yugoslavian dummy all are found to have
positive effects on trade, and at the same time are highly significant. Alone
they were able to explain a little more than half of the variation of bilateral
trade (R*= 0.58), making them important variables in the case of SEETE
trade.

CoNcLUSIONS AND PoLicy IMPLICATION

After the fall of the communist regime in the early 90%, all the countries of
the South-Eastern European Transitional Economies were faced with the
challenges posed to them by the opening of their market to the outside
world. The economic and political transformation that the countries had to
undertake together with the military tensions that accompanied the region,
made the transitional process longer and harder for those countries. Since
economic development for the region is a crucial achievement that opens
the way for the European membership, SEETE and the EU are focused in
trade liberalization, as a tool in improving economic performance. The
Stabilization Association Process together with the Free Trade Agreements
were introduced in the region. These are expected to move forward bilat-
eral relationships within SEETE and between countries of the region and
the EU. Despite these facts, trade within the region is not in its expected
figures. Focusing in the variables that affect trade in the region would be
of great importance in achieving market openness, and as a consequence
economic development.

Explaining the effects of the variables that influence trade in the interna-
tional trade theories might be a challenge, since even today there is no one
right theoretical framework for this issue. The three accepted waves of in-
ternational theory are the “Old Neo-Classical Trade Theory”, “New Trade
Theory”, and “New Economic Geography”, and all the three give different
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reasons behind the trade patterns developed between countries. The tradi-
tional trade theories focus on comparative advantages of countries in ex-
plaining trade; the new trade theories show that trade is dependent on in-
creasing returns to scale, and are able to explain intra-industry trade; while
the new economic geography relates trade to the geographic position of
a country and at the same time trade pattern is considered as historically
path dependent. Gravity models have been for years successful in testing
the three waves of the international trade theories. Even though the gravity
equation does not have a strong theoretical background lying underneath
its success, the empirical evidence has been demonstrating its high ability
in estimating bilateral trade flow. Its equation, just like the physic gravity
law, illustrates the dependency of trade in proportion to the economic mass
(GDP) of countries, and their geographic distance (transportation costs).
In addition to these variables, the gravity model has been successful in es-
timating the effects of other variables introduced in the model. This is the
case when dealing with an augmented gravity model type.

The model introduced to examine variables that influence trade between
the SEETE countries was an augmented gravity model that besides the tra-
ditional GM variables, GDP and distance, included variables such as com-
mon border, similar language, and ex-Yugoslavian country dummy. These
variables were introduced to observe the importance of cultural, histori-
cal and political ties in the development of trade patterns in the region. A
problem encountered was the data reliability. There is no statistical office
keeping records of trade and economic figures for the region. Hence the
data used were gathered from different sources, such as EUROSTAT, UN
Data, and national statistical data.

The estimated results of the models produced some important findings.
While considering at the gravity model an important empirical tool to ex-
plain trade flows, in line with the literature, trade within the region was
successfully estimated from the model. The traditional variables of GM
were able to explain trade pattern of the region; the economic masses of
both importing and exporting country had a positive and significant effect
on trade, on the other hand, geographic distance negatively affected trade
of the region. Since the gravity model was a successful tool in explaining
the trade pattern of the SEETE region, we can conclude that the theoretical
background of international trade can explain trade flows of the region.
Together with these findings, the importance of cultural, historical and
political ties on trade was tested. When looking at the model estimating
intra-regional SEETE trade, countries that shared common border traded
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twice more within the region compared to countries that did not; countries
with similar language traded three times more than countries with different
languages; while countries that were part of the economic and political Yu-
goslavian union traded four times more than countries that were not in the
union. To conclude, when observing intra-regional trade within SEETE,
history, culture, and politics are important in explaining trade patterns.

The policy implications gathered from the results of the model are the fol-
lowing. SEETE countries individually and in collaboration with each other
have to work on the stabilization of the political climate in the region. Only
by doing so can they benefit from their cultural and historical ties. Morover,
collaboration within the region should not be kept only in letter, but made
an objective for every government of each country of the region.

Further research concerning trade patterns of SEETE region should be fo-
cused in defining variables of interest influencing trade. Other variables
that may be expected to be significant could be exchange rates, institutional
quality, corruption, non-tariff barriers etc. Besides evaluating variable in-
fluence on trade, other research should also be focused on the importance
of trade liberalization in the region development. An important hypothesis
to be explored is weather trade liberalization will result in trade diversion
or trade creation? All these research topics could be of relevance in a region
where the empirical evidence is small in number so far.

To conclude, South-Eastern European Transitional Economies are still
working on their way through development. Trade within the region might
help these countries to surpass the transition period sooner, but in order to
benefit from trade there is the need to identify the variables that influence
it and work on improving the economic and political climate of the region.
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The aim of this paper is to analyse the potential implications of the Lisbon Treaty for the
European Union (EU)’s democracy and human rights promotion in its Eastern Neigh-
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and Belarus - are relatively open to this policy, the stalled democratisation in them po-
tentially allows the shortcomings and/or restrictive factors of democracy promotion to
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INTRODUCTION

Amongst the global changes triggered by the end of the Cold War was the
start of conceptual work on democracy and human rights promotion by
a number of international actors, one the most prominent being the Eu-
ropean Union (EU) (Bicchi 2009: 61). The Treaty of Lisbon (hereafter the
Lisbon Treaty), which resulted in the Treaty on the Functioning of the Eu-
ropean Union (TFEU), has upgraded the practice of mainstreaming hu-
man rights into the EU’s external policies to an unprecedented extent, as
analysed in this paper. In an emerging body of literature, the innovations
and complexities resulting from the Lisbon Treaty, starting with those of
EU Member States (MSs) interrelationship in respect of competences and
decision-making, are addressed (Balfour et al. 2010: 7-18; Kaczynski et al.
2010: 145-162; Emerson et al. 2011: 21-37). In particular, the underlying
notion of ‘shared values’ is criticised as it is seen as being contested and dif-
ficult to evaluate. In this respect, ‘value-based conditionality’ as applied in
the European Neighbourhood Policy (ENP) requires very strong incentives
‘in order to compensate for the obvious losses to be suffered by the elites
in the countries in question’ (Kochenov 2009: 11-13), as demonstrated in:
the case-study of the ENP’s impact on Ukraine (Solonenko 2010: 7-11).
This problem is summed up in Tocci’s argument: ‘[i]f democratisation and
human rights call for a redistribution of powers, ... it is unclear how EU
relations with states whose entire modus operandi often negates these de-
velopments, can meaningfully promote these values’ (Tocci 2007: 23, 29,
quoted in Kochenov 2009: 14).

This dilemma for the EU’s mainstreaming of democracy and human rights
in its foreign policy emphasises the importance of external relations with
civil societies. The importance of civil society for good governance and
democracy promotion (Schulz 2011) is well-known to its practitioners,
through civil society transmitting public opinion, holding public authori-
ties to account and providing local expertise for institution-building (“Ten
Transition Lessons from the Work of the Open Society Foundations’ 2011).

From the theoretical perspective, since the Central and Eastern European
transitions, there has been a consensus in the literature on the importance
of the external dimension of democratisation (Huntington 1991: 85-108;
Whitehead 1996; Pridham 2001), particularly that of international organi-
sations (Pevehouse 2001). Namely, it has become progressively acknowl-
edged in transitology that focus on institutions (Linz and Stepan 2001)
and agencies, i.e. political leaders’ choices and subsequent consequences
(Bunce 2003), which was its initial departure point (O’Donnell et al. 1986),
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is not sufficient for studying democratisation; it should also take into ac-
count the regional context, which embraces, alongside historical legacies
and external factors, a civil society.

This understanding of the crucial role of civil society for democratisation
contrasts with the continuing weakness of civil society organisations in
post-Soviet Eastern European countries in transition. However, according
to the Open Society Institute-Brussels’ estimate, the EU’s financial support
to civil society of the Eastern Partnership (EaP) countries - Armenia, Azer-
baijan, Belarus, Georgia, Moldova and Ukraine - comprises only around
1.4% (for the period of 2007-2009)* of the total of EUR 1,698,460,000 allo-
cated to them in 2007-2013. This is an average indicator, which in 2007-2009
varied from 0.3% of EU funding in Ukraine, 2% in Azerbaijan, Georgia and
Moldova, to 3% in Armenia and Belarus (‘Open Society Institute-Brussels
Response to Draft ENP Communication’ 2011: 1). This striking mismatch
between the weakness of civil society and the EU’s relative under-funding
of civil society as compared to state actors is the puzzle that gives rise to
this paper.

The aim of this paper is to analyse the implications of the Lisbon Treaty in
respect of two factors crucial to the coherent external projection of the EU’s
justice and home affairs policy (JHA)®: first, the mechanisms of protection
and promotion of human rights and democracy made available by the Lis-
bon Treaty, and, second, the specific weight of support for civil society.

The research question of this paper is: what are the post-Lisbon implica-
tions for democracy and human rights promotion in Eastern European
countries, namely the respective mechanisms and the specific weight of
support for civil society? It is raised against a backdrop of an overarching
theoretical and legal/institutional question in respect of the impact of the
Lisbon Treaty on the EU’s set-up to work better (e.g., in terms of coherence
and consistency) as an international actor in the field of democracy and
human rights promotion, with cross-policy issues such as JHA.

To address the research question, an analysis is made of the EU’s democra-
cy and human rights promotion, as introduced by the Lisbon Treaty, in its
Eastern Neighbourhood, comprised of six countries (Armenia, Azerbaijan,
Belarus, Georgia, Moldova and Ukraine). Since all of them, except Azerbai-
jan and Belarus, are relatively open to this policy, the stalled democratisa-
tion in these cases potentially allows us to identify the shortcomings and/or
restrictive factors of democracy promotion. To this end, document analysis
of primary sources (legal texts, EU officials’ communiqués, and non-gov-
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ernmental practitioners’ public presentations in Brussels) is combined with
analysis of secondary literature.

EU reaction or inaction surrounding events in Belarus in December 2010,
and Egypt, Tunisia, Libya and Syria in 2011, highlight the key issue - the
EU’s ability to promote its core values abroad, including in its neighbour-
hood. The Arab Spring has brought the importance of supporting civil so-
ciety, in particular, to the fore. It is part of the old EU dilemma of denun-
ciation of authoritarian tendencies and support for grassroots movements.
set against the need for stability and economic reforms. It has recently been
debated - and even denounced - in the mass-media and in academic work.
It has been cited as the ‘key political dilemma between transformation and
stability, with ‘the Neighborhood Policy devised to sustain the status quo
in Eastern Europe and the Southern Mediterranean, in the belief that status
quo equals stability’; this dilemma exposes the disagreement between in-
dividual MSs on the universality of human rights, “even in the realm of the
values ‘enshrined in the Treaty” (Balfour 2011: 1-2).

According to the analysis of the EU’s policy on the countries of Eastern
Europe,* the latter have significant potential for grassroots democracy as
witnessed by the mass protests against election fraud over the last decade,
which ‘took place in each of the countries on at least one occasion, some
of which ended in blocking attempts at deepening authoritarian practices’
(Pefczynska-Nalecz 2011: 8). The second reason for focusing on the EaP is
that its aim of Eastern Europe’s closer integration with the EU has, so far,
turned out to be one of the EU’s toughest challenges. During the last dec-
ade, the overarching characteristic of the region’s political systems has been
a further move away from EU standards (Pelczynska-Natecz 2011: 27; 14).
This paper contributes to the literature on the EU’s democracy and human
rights promotion in its Eastern Neighbourhood, because, to date, there has
been no systematic account of the Lisbon Treaty’s implications for this area.
Most sources go back to 2005-6 and look into institutions and agreements
rather than focusing on support of civil society through the EU’s external
democracy and human rights promotion. Moreover, recent sources focus
on either human rights in the EU or on its foreign policy. Therefore, both
the analysis of post-Lisbon implications for democracy and human rights
promotion in Eastern European countries, carried out on the basis of the
most recent sources (2010-2011), are topical.

* In this paper, the term designates six post-Soviet European states, located in Eastern Europe and the
Southern Caucasus: Armenia, Azerbaijan, Belarus, Georgia, Moldova and Ukraine. It does not cover
the Russian Federation. It corresponds to the definition of ‘Eastern Europe established at the first
Eastern Partnership summit in Prague in 2009 (Pelczynska-Nalecz 2011: 6).
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This paper also has relevance on a theoretical level. First, the indirect
influence of the EU on transition within neighbouring states is still un-
derexplored. It is contextualised in democratisation studies, namely on
international relations (Whitehead 1996) and international organisations
(Pevehouse 2002), and Europeanisation, i.e. the influence of European in-
tegration on domestic developments, particularly in the areas of democ-
ratisation and human rights, of non-member states, i.e. third countries.
The ongoing problems in the political development of the Eastern Euro-
pean countries show the need to study the links between democratisation,
on the one hand, and human rights protection, the development of civil
society, and external assistance, on the other. Second, this paper might
contribute to the development of optimal strategies of democratisation
in the region which are still rare in the literature in contrast to optimal
conditions (Bunce 2003).

This paper proceeds as follows. The introduction is followed by a theo-
retical framework outlining the EU’s ‘actorness’ as well as the role of the
nongovernmental sector in democratisation. In the third section, mech-
anisms for promotion and protection of human rights and democracy in
the EU’s external policies, with a particular focus on the EU’s instruments,
are reviewed. In the fourth and final section, an overview is made of the
upgrade for democracy and human rights promotion provided by the Lis-
bon Treaty, as well as of the EU’s financial instruments applied in the EaP
to allow this upgrade and promotion. This includes support for civil soci-
ety. This paper concludes with a brief discussion of the results and impli-
cations of its findings.

2. THEORETICAL FRAMEWORK

Analysis of the EU’s external policy, which includes areas of democracy and
human rights promotion, is embedded in the theoretical framework of con-
ceptualisation of the EU’s ‘actorness’ on the international arena. Evaluation
of the nature of the changes brought about by the Lisbon Treaty is based
on EU foreign policy and EU ‘actorness’ literature. While an overview the-
orising on the EU’s foreign policy-making would go beyond the scope of
this paper, an overview of the theoretical basis of EU ‘actorness’ is justified,
before empirical research of the post-Lisbon pre-conditions for EU democ-
racy and human rights promotion is carried out.
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2.1. CONTEXTUALISATION AND CONCEPTUALISATION

In the literature, the EU has often been defined as a ‘normative, i.e. ‘civi-
lizing} and ‘civilian’ power in the international system (Whitman 2002: 19;
Stavridis 2001: 9, quoted in Smith 3004: 18). The theoretical discussion of
the EU as a normative power goes back to Frangois Duchéne’s (1972: 19,
quoted in Smith 2004: 3) conception of ‘civilian power’ focused on civilian
and cooperative means of achieving civilian ends, or ‘milieu goals, embrac-
ing ‘international cooperation, solidarity, the domestication of internation-
al relations (or strengthening of the rule of law...), ... and the diffusion
of equality, justice and tolerance’ as core elements of the definition (Maull
1990: 92-93, quoted in Smith 2004: 2-3). In the literature to date, a core
reference has become the concept of ‘normative power’ coined by Jan Man-
ners that defines the EU as ‘being different to pre-existing political forms,
and that this particular difference predisposes it to act in a normative way’
(2002: 242, quoted in Sjursen 2006: 235).

This understanding of the EU’s nature and role in international relations is
drawn from the Treaty on European Union (TEU). The TEU elevates de-
mocracy promotion from an aim of development cooperation policy (Ar-
ticle 130u(2) of the Maastricht Treaty) to one of the main objectives of the
Common Foreign and Security Policy (CFSP) (Bicchi 2009: 64): ‘the Union
is founded on the values of respect for human dignity, freedom, democra-
cy, equality, the rule of law and respect for human rights’ (Article 2 TEU).
In the EU’s foreign policy, this vision of democracy promotion has been
implemented through the concept and mechanism of conditionality. The
Lisbon Treaty further prioritises normative objectives in both internal and
external policies.

Nevertheless, the concept of the EU as a ‘normative’ and ‘civilian’ power has
been increasingly criticised. One of the most developed criticisms, enunci-
ated by Helene Sjursen, addresses, first, the insufficient precision, i.e. a lack
of established criteria and assessment standards for examining the EU’s
international role and its ‘putative normative dimension, and, second, the
normative bias, or the impossibility of reaching ‘a rational agreement of
universally acceptable norms’ (Sjursen 2006: 235; 246). Having reviewed
the previous criticism of the concept of ‘normative’ power and its appli-
cation to the EU by Richard Young (2004), Knud Erik Jergensen and Ka-
tie Laatikainen (2004), Sjursen provides her own analytical assessment of
the concept’s theoretical underpinnings. She concludes that the concept’s
characteristics need to be distinguished from its evaluating criteria, one
of which is the consistence between a policy’s internal and external stand-
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ards. On this basis, she suggests a definition of ‘normative, or ‘civilizing,
power as one that ‘acts in order to transform the parameters of power poli-
tics through a focus on the international legal system, which in her view
the EU does not quite fit (Sjursen 2006: 247; 253). Karen E. Smith, another
respected scholar of the EU who has scrutinised the concept, supplements
this definition with a criterion of foreign policy-making subjected to demo-.
cratic accountability: a civilian power is an actor which uses civilian means
for persuasion, to pursue civilian ends, and whose foreign policy-making
process is subject to democratic control or public scrutiny’ (Smith 2004: 5).
In terms of the application of the concept to the EU, Smith emphasises that.
‘analysing the extent to which the EU promotes human rights, and with
which instruments, and how consistently, is not enough’ (Smith 2004: 15).
She specifies that defining a ‘normative power’ against the background of
the international protection of human rights is complicated by an absence
of ‘a common judicial order that would transform the parameters of power
politics and redefine the concept of sovereignty’, a point of criticism in line
with Sjursen’s criticism of the concept of ‘normative power’ for normative
bias (see above), and the vulnerability of multilateralism - ‘absence of pos-
sibility of sanctions’ (Smith 2004: 16). Since a notion of ‘actorness’ is em-
bedded within the system of international relations, as the modern era is
based on the sovereignty of a state, or multilateralism, both scholars agree
that it is important to analyse the EU’s impact on this system (Smith 2004:
15; Sjursen 2006: 235-251).

In the light of the conclusion of a number of authors that the EU, in its
current shape, is not a normative power, the above question concerning
the EU’s impact on, and potential for redefinition of, the international sys-
tem, may shape the future debate. In this paper, a much narrower question
on the post-Lisbon implications for the EU’s democracy and human rights
promotion in its Eastern Neighbourhood is addressed.

2.2. THE CIVIL SOCIETY AND NON-GOVERNMENTAL ORGANISATIONS

With the end of the Cold War, democracy promotion, defined as ‘aid explic-
itly designed to promote democracy abroad’ (Carothers 2000: 200, quoted
in Bicchi 2009: 61) has become an essential element of the EU’s external
policy. As pointed out by Véra Rihd¢kovd, whereas the term ‘democracy
assistance’ is characteristic of the US external democratisation discourse,
‘promotion of human rights and democracy’ is a mainstream term of the
EU’. The EU’s external assistance for democracy promotion is based on
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financial instruments for which NGOs and other civil society actors are
eligible, along with governments (Rihd¢kova 2011).

In the light of the wide range of target recipients of EU external assistance
for democracy and human rights promotion, a wide definition of ‘civil so-
ciety organizations’ (CSOs) is used for the purposes of this paper. Namely,
according to the World Bank, CSOs broadly designate

‘non-state entities, such as NGOs [non-governmental organisations
- O. P], trade unions and employers organizations, other social part-
ners, business support organizations, charities, cooperatives, mutual
societies, community groups, faith-based organizations, professional
associations and foundations’ (‘Defining Civil Society’ 2010).

In the democratisation literature, functioning civil society is conventionally
considered to be one of the major preconditions for the consolidation and
endurance of democracy: the others include a strong state with a function-
ing bureaucracy and institutions, political and economic societies and a
rule of law (Linz and Stepan 2001). According to Wolfgang Merkel’s multi-
level model of democratic consolidation, civil society is a final level of the
stabilisation of socio-political substructure of a democracy - after constitu-
tional, representative and behavioural consolidations (2002).

The role of civil society is especially important in the context of post-social-
ist transitions with their weak state, institutions and rule of law, rendering
them vulnerable to strong political actors and corruption, and hence to a re-
gime’s unaccountability, abuse of power and impunity. As Wolfgang Bened-
ek notes, ‘in Europe... NGOs have a very active role in the promotion and
protection of human rights. They are in a position to lobby governments
and build up a sophisticated network of civil society actors’ (Benedek et al.
2010: 7). In particular, against the backdrop of such structural problems as
poverty and illiteracy, NGOs can provide support to human rights defend-
ers and help them seek justice by providing resources and expertise to the
victims of human rights violations. Therefore, NGOs carry out functions
vital for the protection and promotion of human rights where states are
incapable or unwilling to do so (Benedek et al. 2010: 17; 36-37).

It has been argued that democratisation research, in particular transitology,
has been biased in favour of domestic factors neglecting international ones
(Pridham and Vanhanen 1994: 3; Pravda 2001: 1; Silander 2005: 61; 78).
The common argument in the current literature is that along, and in con-
junction, with internal factors the explanation of democratisation should
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take into account external forces (Pravda 2001: 6). This is evident in transi-
tions to democracy in Eastern Europe, where the role of civil society has
been crucial to reviving the concept itself both in the region and in compar-
ison with the previous major democratic transitions in Southern Europe
and Latin America. In particular, the external funding from international
donors such as USAID, the Soros Foundations Network, the Ford Founda-
tion and the Swedish International Development Agency has become an
important factor in the development of civil society in the region, supple-
menting the local pro-democratic changes and functionally changing the
role of NGOs in post-socialist societies.

Nevertheless, the nature of most regimes in the European Neighbourhood,
which include Eastern European countries, makes interstate cooperation
on normative Lisbon Treaty objectives either impossible or insufficient. For
example, according to the recent systematic estimation of the ENP’s impact
on Ukraine’s domestic actors and structures, it varies from the weakest -
in respect of the political elites and reform process, to the strongest - in
respect of civil society and some parts of civil service (Solonenko 2011: 25-
27). Hence, support for civil society is considered to be the most promising
strategy to facilitate the EU’s aims (Nichols 2011).

EU involvement can take the form of providing funding along with develop-
ing mechanisms of self-reliance, a greater interaction with society and firm
support of civil society’s opposition to authoritarian regimes (Pelczynska-
Natecz 2011: 7). For instance, in his statement on the EU’s EaP, expressing
‘particular concern... on the situation in Belarus, Herman van Rompuy
referred to cooperation with Belarusian civil society as a partner for the EU,
along with ‘critical and conditional engagement with the Government,, as
‘the best chances of promoting [the EU’s - O. P.] political priorities’ (2011a).

3. THE MECHANISMS FOR DEMOCRACY AND HUMAN RIGHTS PROMOTION IN THE
EU’s EXTERNAL POLICIES

The EU treaties and secondary legislation provide two legal bases for exter-
nal relations: the CFSP (Articles 23-46 TEU) and other external actions in-
cluding commerce, cooperation and development (Articles 206-212 TFEU)
(Benedek et al. 2010: 31). Consequently, mechanisms for the promotion
and protection of human rights have been set out within either of those
bases. They include financial instruments, cooperation and aid to devel-
opment, diplomacy and commerce. However, as Benedek et al. conclude,
‘despite the unavoidable fragmentation created by a divided regulation of
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the EU’s external relations, there are several established mechanisms for the
promotion of human rights across all EU external policies, in line with the
aim for coherence between the CFSP and the rest of the EU external poli-
cies envisaged by the Lisbon Treaty (2010: 31).

One possible classification of these mechanisms is into instruments, finan-
cial and institutional, and partnerships - institutional and non-institution-
al. The institutional instruments embrace (i) the EU guidelines on human
rights, (ii) human rights dialogues and consultations with other countries,
which currently number around 40, and (iii) human rights clauses in all
bilateral and some multilateral treaties. The financial instruments of the EU
can be divided into either thematic, concerned with crisis management, or
geographic. The instruments for human rights are ‘thematic’. They embrace,
inter alia, the European Instrument for Democracy and Human Rights, an-
alysed below, and the Investing in People (IIP) thematic programme (Ben-
edek et al. 2010: 31).

The EU’s institutional partners for protection and promotion of human
rights in its relations with third countries are: the National Human Rights
Institutions and the UN and inter-parliamentary cooperation. Non-institu-
tional partners are civil society, in particular, human rights defenders and
educational institutions. It is EU instruments and non-institutional part-
ners that are the focus of this paper, and they are briefly considered below.

3.1. THE EU’s INSTRUMENTS FOR DEMOCRACY AND HUMAN RIGHTS PROMOTION

As Benedek et al. emphasise, even though EU mechanisms are convention-
ally classified and analysed separately, ‘EU human rights policies aim to be
unified and transversal within EU external relations’ (2010: 39). Indeed,
many of the mechanisms are interconnected, for instance human rights
clauses, National Human Rights Institutions and human rights defenders
(Benedek et al. 2010: 39).

There are eight EU Human Rights Guidelines. These embrace the death
penalty; torture and other cruel, inhuman or degrading treatment or pun-
ishment; children and armed conflict; human rights defenders; promotion
and protection of the rights of the child; violence against women and girls
and combating all forms of discrimination against them; international hu-
manitarian law; and human rights dialogues. Of these, only human rights
dialogues concern third countries. Within that guideline, the EU raises indi-
vidual cases in political dialogue with third countries (Gya et al. 2010: 40-41).
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The human rights dialogues have been criticised for lacking impact on the
human rights situation in most partner countries and being sidelined from
high-level political dialogue. However, they can be strengthened with the
inclusion of a follow-up mechanism on commitments and upgrading their
status in political meetings followed up by communication to the public
(‘Open Society Institute-Brussels Response to Draft ENP Communica-
tion’ 2011: 2-3).

In line with the EU’s external policy concerning human rights and democ-
racy, which has been evolving since 1989, respective human rights clauses
have been inserted since 1992 ‘in all bilateral (and some multilateral) trea-
ties signed with developing countries” (Bartels 2005: 5). Altogether, the EU
has concluded agreements containing human rights and democracy clauses
with around 150 countries (Bartels 2005: 5).

However, this does not permit the EU to ‘hold a unitary position regard-
ing breaches of human rights’ for a number of reasons: first, asymmetry;, i.e.
clauses are contained in some but not all treaties, e.g., they are absent from
the Association Agreement of 1964 with Turkey and from the Coopera-
tion Agreement with China of 1985; second, optionality of a follow-up by
a non-execution clause, e.g. non-execution clauses are absent from agree-
ments with Brazil and India (Bartels 2005: 5; Benedek et al. 2010: 32-33).
Moreover, human rights clauses in association agreements are criticised
because non-compliance with a human rights clause is rarely penalised (De
Keyser 2011: 3).

Nevertheless, human rights clauses are considered to be an effective mech-
anism and a format for a political dialogue between the EU and a partner
country (Agnoletto 2006: 1). In particular, EU missions are an important
means of informing the European Parliament about the ‘human rights sit-
uation in each state party to an agreement’ (Benedek et al. 2010: 33-34).
Further functions of human rights clauses include: the basis for establish-
ing working groups which may include ‘non-executive actors such as rep-
resentatives of the parliaments, regional organizations and civil society
for benchmarking and monitoring of compliance with human rights and
democratic principles’; the basis for a consultation procedure in the case of
non-compliance; and in the same case, the basis for application of unilat-
eral measures, including suspension of any cooperation (Bartels 2005: 3).

The European Instrument for Democracy and Human Rights (EIDHR) is

a fundamental instrument for the EU’s promotion of ‘the rule of law and
human rights worldwide, together with the recognition of civil society’ (Ri-
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hackova 2011: 8). It is a successor to the European Initiative for Democ-
racy and Human Rights (1994-2006), which was criticised by local CSOs
for its slow and rigid approach preventing them from acting appropriately
in response to their countries’ changing conditions.” Contrary to the calls
to end that Initiative on the basis that democracy promotion was already
streamlined into all the EU’s policies, it was maintained as a result of the
European Parliament’s initiative — with ‘an increased budget, an interna-
tional focus and an emphasis on non-governmental actors’ (Bicchi 2009:
74). The EIDHR was established by Regulation No 1889/2006 of the Eu-
ropean Parliament and the Council of the EU of the 20 December 2006 in.
the process of transformation of the EU’s foreign policy instruments and
‘rationalization’ of the budget for external relations. It regulates the budget
for EU external assistance instruments and human rights policies within
the Financial Perspective 2007-2013 (Benedek et al. 2010: 32), with EUR
1,104,000,000 allocated for the period 2007-2013 (Brady 2011: 23; ‘Euro-
pean Instrument for Democracy & Human Rights (EIDHR)’ 2012). The EI-
DHR’s overarching aim is the reinforcement of democracy and the rule of
law on a global level. In line with this, amongst its main mechanisms, which
include providing election assistance (election observation missions) and
sustaining regional and international frameworks for the protection and
promotion of human rights, is support of CSOs, because civil society is
considered another pillar supporting regional human rights (Benedek et
al. 2010: 32; 36) and human rights defenders promoting democracy and
human rights, ‘without the EU requiring the agreement of the governments
of the countries concerned’ (De Keyser 2011: 5). Namely, the EIDHR’s ob-
jectives presented in the Strategy Paper 2007-2010 include: 1) enhancing
respect for human rights in countries where they are most at risk (10.1% of
the EIDHR 2007-2010 budget); 2) strengthening the role of civil society in
its efforts to promote human rights and democratic reform (36.7% of the
budget); 3) supporting actions on human rights and democracy promotion
pursuant to EU guidelines (14.1%); 4) strengthening the international and
regional framework for the protection of human rights (10.5%); and 5) en-
hancing the reliability and transparency of democratic electoral processes.
(23.7%).

This approach is the result of a compromise between the initiative of the
European Commission, focused on the funding of democracy and human
rights promotion, i.e. election observation missions and strengthening the
capacity of regional organisations, and that of the Brussels-based NGOs,

* For a detailed explanation of the criticism of the European Initiative for Democracy and Human
Rights and the reasoning behind the change to the European Instrument for Democracy and Human
Rights, see: Rihackova 2011: 12.
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pursuing the scaling down of the EIDHR’s missions in favour of strength-
ening the capacity of CSOs (Rihackovd 2011: 9). The principal differences
between the EIDHR and the European Initiative for Democracy and Hu-
man Rights are first, the EIDHR’s emphasis on civil society as the actor in,
and not only the beneficiary of, human rights and democracy promotion in
third countries - and hence a partner for the Instrument’s implementation.
Consequently, the Instrument is principally implemented with NGOs in
order ‘to circumvent the restrictive approach of authoritarian regimes to
formalize NGOs’ (Bicchi 2009: 74) while involving governments if they co-
operate with the EU (Gya et al. 2010: 78). This idea to allow the EU ‘to oper-
ate without the need of the States concerned and thus to work directly with
individuals, civil society and organisations that are key for the promotion
and protection of human rights; i.e. usually local non-state actors, is key
to the EIDHR, distinguishing it from regional programmes. The second
innovation of the EIDHR is the introduction of a distinction between an
authoritarian, i.e. unfavourable to democracy and human rights promo-
tion, and transition countries, with potential for sustainable progress (Bic-
chi 2009: 74-75). Along with local non-state actors, the EIDHR is designed
to ‘support cooperation between the EU and IOs [international organisa-
tions — O. P.] such as the cooperation between the EU and the UN or OSCFE’
(Benedek et al. 2010: 32).

3.2. THE EU’s INSTITUTIONAL AND NON-INSTITUTIONAL PARTNERS FOR
DEMOCRACY AND HUMAN RIGHTS PROMOTION

An outline of the EU’s institutional partners should start with the National
Human Rights Institutions, created relatively recently. They are established
and regulated by the UN “Principles Relating to the Status [and Function-
ing] of the Network of National Institutions for the Promotion and Protec-
tion of Human Rights’ (Paris Principles). Their status as institutions is ‘in-
dependent from and functional within the structure of the state] i.e. upon
agreement of a given government within the criteria of the Paris Principles
(A-Status) (Benedek et al. 2010: 25).

At the UN Human Rights Council, established in 2006, MSs used to be
represented separately, united by geographical groupings rather than EU
membership (Emerson et al. 2011: 94). However, in the aftermath of the
UN General Assembly resolution adopted on 3 May 2011, the EU has been
recognised as a global actor on the basis of its collective external represen-

¢ For an account of the other differences between the European Initiative for Democracy and Human
Rights and the European Instrument for Democracy and Human Rights, see: Rihd¢kova 2011: 14-16.
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tation as introduced by the Lisbon Treaty (UN General Assembly Resolu-
tion No. A/RES/65/276 ‘Participation Of The EU In The Work Of The Unit-
ed Nations’ 2011). This will enable the EU’s representatives to ‘present and
promote the EU’s positions in the UN” (van Rompuy 2011b). The remain-
der of its cooperation with the UN is based on its actions at the regional
level, treaty bodies and special procedures (Benedek et al. 2010: 26-30), the
analysis of which goes beyond this paper’s scope.

In terms of interparliamentary cooperation, the inaugural meeting of the
Euronest Parliamentary Assembly took place on 3 May 2011 in Brussels,
thus completing the institutional framework of the EaP (‘Joint statement by
High Representative Vice President Catherine Ashton and European Com-
missioner Stefan Fiile on the occasion of the EURONEST Parliamentary
Assembly’s first meeting’ 2011). It consists of 60 Members of the European
Parliament (MEPs) and 10 MPs from each of the five EaP countries; Bela-
rus is not included due to the post-electoral crack-down on opposition and
mass-media in December 2010. By ‘bringing together MEPs with elected
representatives from the EU’s eastern neighbour countries, it provides a
parliamentary dimension to EaP (‘Euronest Parliamentary Assembly Inau-
gurated’ 2011). Out of four committees formed on the day it was founded,
one is charged with political affairs, human rights and democracy; the oth-
ers are charged with economic affairs, legal approximation and convergence
with EU policies, energy security, and culture, education and civil society.
Within the non-institutional partners, or civil society, two principal part-
ners for the EU can be singled out: human rights defenders and educational
institutions (Benedek et al. 2010: 36-37).

4., THE LISBON TREATY: IMPLICATIONS FOR DEMOCRACY AND HUMAN RIGHTS
PROMOTION IN THE EASTERN PARTNERSHIP

In order to introduce the implications of the Lisbon Treaty for democracy
and human rights promotion in the EaP, an overview of the changes of the
EU’s legislative basis and institutional structure of external relations is pro-
vided. With the adoption of the Lisbon Treaty, the EU’s legislative basis for
internal compliance and external coherence with principles of democracy
and human rights was strengthened, inter alia, by the following acts:

i. ithe European Parliament resolution of 15 December 2010 on the
‘Situation of Fundamental Rights in the European Union (2009)
- Effective implementation after the entry into force of the Treaty
of Lisbon;
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ii. the Stockholm Programme (4 May 2010), which emphasises ‘the
importance of the external dimension of the Union’s policy in
the area of freedom, security and justice and underlines the need
for the increased integration of these policies into the general
policies of the Union;, as well as ‘a single external relations pol-
icy’ (“The Stockholm Programme’ 2010: 33). As summarised in
the Stockholm Programme, ‘[t]he Union is based on common
values and respect for fundamental rights’ and the policies of
the external dimension of the EU’s policy in the area of freedom,
security and justice should be increasingly integrated into the
EU’s general policies (“The Stockholm Programme’ 2010: 8; 33;
‘Council conclusions on the role of the Council of the European
Union in ensuring the effective implementation of the Charter of
Fundamental Rights of the European Union’ 2011: 2);

iii. the European Commission’s Communication on a ‘Strategy for
the effective implementation of the Charter of Fundamental
Rights by the European Union’ (20 October 2010) to guarantee,
within its remit, that fundamental rights are fully taken into ac-
count when drafting legal acts and, indeed, throughout the leg-
islative procedure.

A body of academic literature analysing the EU’s post-Lisbon external rep-
resentation has already emerged (Benedek et al. 2010; Kaczynski et al.

2010; Brady 2011; Emerson et al. 2011). Since proper consideration of the
institutional structure of the EU’s external representation would go beyond
the scope of this paper, here it suffices to say that this representation is di-
vided between: (i) the President of the European Council who replaces the
hitherto rotating Presidency and has certain responsibilities for foreign and
security policy (Article 15(6) TEU); (ii) the European Commission - for
ensuring the EU’s external representation with the exception of the CFSP
and other cases set out in the Treaties (Article 17(1) TEU); (iii) the High
Representative of the Union for Foreign Affairs and Security Policy, Chair-
man of the Foreign Affairs Council and Vice-President of the European
Commission (HR/VP) - for contributions to the development of the CFSP,
ensuring implementation of the European Council’s and the Council’s deci-
sions; (iv) representation of the EU in respect of the CFSP (Articles 27(1)
and (2) TEU), traditionally considered as ‘the cornerstone of the new EU
system in the domain of external action’ (Emerson et al. 2011: 29); and (v)
the President of the Euro Group and the rotating Presidency (Kaczynski et
al. 2010: 190). Consequently, instead of reducing the number of the EU’s
external representatives to a ‘single voice) the Lisbon Treaty has increased
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their number (Balfour et al. 2010: 11). It is also worth mentioning that the
potential of the European External Action Service, as detailed in Article 27
TEU and headed by the HR/VP, for EU foreign policy is considered as ‘very
positive’ due to its potential of integrating ‘national and EU officials, tools
and resources and... bridging... a political and institutional gap between su-
pranational and intergovernmental institutions’ (Emerson et al. 2011: 48).

In order to reflect the support for civil society within the EU’s human rights
and democracy promotion in the EaP, an overview of the EU’s financial
instruments in the EaP and of funding for civil society is made before the
changes introduced by the Lisbon Treaty are presented.

4.1. AN OVERVIEW OF INNOVATIONS OF THE LISBON TREATY FOR DEMOCRACY AND
HUMAN RIGHTS PROMOTION IN THE EU’s EXTERNAL POLICIES

The EU’s record of mainstreaming human rights into its external policies
began with a clause concerning the allocation of financial resources for the
promotion of human rights in the 1989 Lomé Convention (Bartels 2005:
vii). In the wake of the Central and Eastern European transitions, the afore-
mentioned European Initiative for Democracy and Human Rights, the
programme for democracy and human rights promotion, was launched in
1994 and obtained European Commission funding in 1999 (Bicchi 2009:

64-65). Democracy and human rights promotion has been reflected in the
number of EU external cooperation documents, starting with the Coun-
cil of the EU’s Resolution on human rights, democracy and development
in 1991 (‘Resolution of the Council and of the member states meeting in
the Council on human rights, democracy and development’ 28 September
1991, points 1.3.67 and 2.3.1, quoted in Bicchi 2009: 63), and human rights
conditionality clauses introduced into the EU’s trade agreements with third
countries since 1992 (Bartels 2008: 5). In terms of the involvement of civil
society, it has included ‘side meetings’ between the European Commission
and local NGOs, or joint seminars between the EU and local NGOs, usually
before human rights consultations with third countries (Agnoletto 2006: 5).

According to the Lisbon Treaty, human rights are to be central to both in-
ternal and external EU policies, with consistency between the two being
crucial (De Keyser 2011: 2). A shared evaluation in the literature is that
the Lisbon Treaty ‘introduces the most significant institutional changes
since the 1950s’ and offers an opportunity for more coordination and co-
herence of the EU’s external action (Kaczynski et al. 190; 158). In line with
the amendments introduced by Article 8(1) TEU, addressing the EU’s rela-
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tionship with its neighbourhood, the ‘special relationship [is] founded on
the values of the Union;, including, inter alia, democracy, the protection of
human rights, the free market economy and the rule of law (Emerson et al.
2011: 8).

Amongst principal changes introduced by the Lisbon Treaty are the en-
dowment of the EU with legal personality (Article 47 TEU), thus enhanc-
ing its legal capacity to interact with international institutions (Emerson et
al. 2011: 31-32; 13), and the enhancement of JHA matters, along with the
CFESP. This implies that the competences of the EU in JHA, CFSP and exter-
nal relations are legally embedded alongside former Community compe-
tences (Kaczynski et al. 2010: 141; Emerson et al. 2011: 32) as ‘the external
dimension of hitherto primarily internal common policies’” such as the JHA
(Kaczynski et al. 2010: 142). Although the Lisbon Treaty neither stipulates
a single foreign policy, including democracy promotion, for all MSs, nor
enlarges the EU’s powers in foreign policy, it reorganises its foreign policy
structure (Brady 2011: 15), which together with acquiring a legal person-
ality, has the potential to qualitatively upgrade the role of the EU’s foreign
policy (Emerson et al. 2011: 47). In particular, the Lisbon Treaty modifies
the way common foreign policies agreed upon by MSs are implemented
through the creation of the new powerful position of representative for for-
eign policy and the head of the new body, the European External Action
Service. This has already influenced control over the EU’s aid programme,.
including the EIDHR (Brady 2011: 2; 23). In particular, in the area of hu-
man rights the EU will become ‘a new type of actor’ (Brady 2011: 11). In
both the EU’s external and internal human rights policies, the Lisbon Treaty
offers new instruments to protect fundamental rights and freedoms (“The
Stockholm Programme’ 2010: 34). In particular, it makes the Charter of
Fundamental Rights of the European Union legally binding and prescribes
accession of the EU to the European Convention for Human Rights and
Fundamental Freedoms (ECHR) within the Council of Europe structure,
whose obligations will be legally binding for EU policies (Emerson et al.
2011: 8). According to EU legal experts’ estimates, this innovation is likely
to have the biggest implications for the EU’s legal order in the future (Brady
2011: 11).

Thus, following the logic of the Lisbon Treaty, the EU is to become ‘a more
coherent and effective international actor’ (Kaczynski et al. 2010: 141) with
‘more unitary and homogenous’ external relations (De Keyser 2011: 6).
This includes matters of human rights, both through regional human rights
mechanisms, and the EU’s political dialogues on human rights and strate-
gic partnerships. The latter mechanisms fall within the ambit of this paper.
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Importantly, the challenges of enforcing the Lisbon Treaty have already be-
come evident and constitute a growing political (Czarnecki 2010: 20)” and
research agenda. However, addressing these challenges would go beyond
this paper’s remit.

4.2. THE EU’s FINANCIAL INSTRUMENTS IN THE EASTERN PARTNERSHIP

The EaP constitutes the Eastern dimension of the ENP, covering ‘countries...
with which the European Union maintains particularly close links through
association agreements’ (Agnoletto 2006: 6). The EaP is the final phase of
the evolution of the EU’s policy towards Eastern Europe to date. The ENP,
its predecessor, was launched in 2004 as a result of the EU’s Eastern enlarge-
ment and faced extensive criticism by both the EU’s Eastern neighbours and
the academic community. As a result, in 2006 a debate on strengthening the
ENP began and in 2009 the EaP was founded (Pelczynska-Nalecz 2011:
29). In contrast to the ENP’s bilateral principle of relations between the EU
and a respective government, the EaP is a multilateral framework for co-
operation with the chosen countries. As Pelczynska-Nalecz notes, although
this ‘broadens the channels for communication and mutual dialogue, the
consensual manner of the decision-making process characteristic of mul-
tilateral bodies reduces cooperation to the smallest common denominator,
which can result in decisions not meeting EU criteria: for instance, exclu-
sion of representatives of civil society from participation in the thematic
platforms because of objections from Belarus (2011: 42).

The area known as the ‘EU as a global actor, which promotes human rights
along with foreign and security policy and aid to developing countries, has
secured financing of EUR 8,458,000,000 under the EU budget. This area’s
budgets and instruments, with the exception of the European Development
Fund and the Instrument for Stability (unless dealt with by the European
External Action Service), are managed by the European Commission un-
der the budget scrutiny of the European Parliament. Due to its increased
post-Lisbon co-decision powers with the Council of the EU, the European.
Parliament is empowered to aid implementation of, inter alia, human rights
guidelines through budget lines in relevant financial instruments. Follow-
ing the changes introduced by the Lisbon Treaty, the European Parliament
suggested ‘extending the current financial perspectives to match the 5 year
mandate for the current Parliament and Commission’ (Gya et al. 2010: 74).

7 For respective explanations, see Emerson et al. (2011) and Pelczynska-Nalecz (2011).
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There are human rights units in the European External Action Service and
the strengthened EU delegations which can integrate human rights and po-
litical principles more deeply into the analysis of the political situation in
third countries. The importance of aid and diplomacy, and also of MSs,
being guided by the same principles is emphasised in the literature (Balfour
2011: 2).

The EU financial support for the EaP is institutionalised through human
rights dialogues, human rights clauses in biand multilateral treaties and
managed via the EIDHR. Specifically for the EaP, it includes the following
mechanisms:

The thematic programme ‘Non-State Actors and Local Authorities in De-
velopment’ (NSA & LA), in force since 2005, aims to involve non-state
actors and local authorities from both the EU and target countries in the
Eastern Neighbourhood in cooperation on development issues (‘Non-state
Actors and Local Authorities in Development’ 2012).

The Governance Facility (GF), allocated by the ‘Communication on
Strengthening the European Neighbourhood Policy’ in December 2006-
2009, aimed to further encourage Eastern partner countries in their reform
processes by proposing

...to provide additional support, on top of the normal country al-
locations, to acknowledge and support the work of those partner
countries who have made most progress in implementing the agreed
reform agenda set out in their Action Plan... (‘Principles for the Im-
plementation of a Governance Facility Under ENPI’ 2008: 1).

Examples of the GF’s application are ‘top-up’ allocations towards first, ‘Sup-
port to the implementation of Ukraine’s Energy Strategy, in addition to
the Annual Action Programme 2007 to Ukraine (‘Commission Decision
[Annex II] on the ENPI Annual Action Programme 2007 in Favour of
Ukraine’), and second, ‘Health Sector Policy Support Programme; in ad-
dition to the Annual Action Programme 2008 for Moldova (‘Commission
Decision C (2008) 7804 of 11 December 2008 on the ENPI Annual Action
Programme 2008 in Favour of the Republic of Moldova)).

The European Neighbourhood and Partnership Instrument (ENPI), hav-
ing in 2007 replaced the two geographical instruments of Technical Aid
to the Commonwealth of Independent States (TACIS) for the post-Soviet
space, with the exception of the Baltic States, and MEDA for the Medi-
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terranean countries, it covers six Eastern European countries, the Russian
Federation and North African countries and all EU partners within the
ENP. The ENPI funds are divided regionally between Eastern and South-
ern neighbourhoods for bilateral, regional, and cross-border cooperation,
and supra-regionally - for more technical projects such as the Technical
Assistance and Information Exchange Instrument (TAIEX), Twinning and
Support for Improvement in Governance and Management (SIGMA), the
joint initiative of the EU and the Organisation for Economic Cooperation
and Development, the Governance Facility and the Neighbourhood Invest-
ment Facility (see below).

The ENPI is based on the principle that an ENP country’s government
gives its consent and cooperates on a country programme, hence the EN-
PI’s function as a tool of democracy promotion is controversial at best.® It is
implemented through National Indicative Programmes, to guide planning
and project identification in priority areas (‘European Neighbourhood Pol-
icy: Funding’ 2011).

As a result of a review of the ENP, presented on 25 May 2011 by the High
Representative of the Union for Foreign Affairs and Security Policy and
the European Commission, it was decided that from 2014 the ENPI is to
be reformed into the European Neighbourhood Instrument (ENI). It will
provide increased support to sixteen partner countries of the EU’s East-
ern and Southern neighbourhoods, with a 40% increase of the budget for
the period 2014-2020 to EUR 18,200,000,000 (About the ENPI: From the
ENPI to the ENT).

The Instrument for Stability (IFS), which came into force on 1 January
2007, is ‘a strategic tool designed to address a number of global security and
development challenges in complement to geographic instruments’ (‘In-
strument for Stability’: 2012). Under the IFS, in 2008 and 2009, Georgia re-
ceived support for confidence-building and people-to-people contacts, and
such support extended to South Ossetia and Abkhazia. In 2009, Moldova
also received assistance in response to its post-electoral crisis (‘Instrument
for Stability’: 2012).

The Neighbourhood Investment Facility (NIF), launched in 2008, is ‘an in-
novative financial mechanism aimed at mobilising additional funding to
cover the investment needs of the neighbouring region for infrastructures
in sectors such as Transport, Energy, the Environment and Social issues’
(‘Promoting Investment through the Neighbourhood Investment Facility’

8 For an account of the ENPT’s function in democracy promotion, see: Rihd¢kova 2011: 31-32.
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2012). To date, only Georgia, Moldova and Ukraine have benefitted from
the programme (‘Promoting Investment Through the Neighbourhood In-
vestment Facility’ 2012).

In addition, the Civil Society Facility (CSF) was introduced in 2008 as part
of the new Enlargement Strategy of the European Commission, which in-
cluded support to civil society in the Western Balkans and is funded through
the Instrument for Pre-Accession. Currently, the CSF is being redesigned as
a separate programme to support civil society in the EU’s neighbourhood
(Hale and Ursu 2012: 9).

Since 2011, additional funding provided under the existing Indicative Pro-
gramme (2011-13) is ‘equally divided between the Eastern and Southern
neighbourhoods’ (Hale and Ursu 2012: 2). As Jacqueline Hale and Viorel
Ursu note, the ‘aims correspond to those spelled out in the ENP review
Communication, namely strengthening CSOs, contributing to an enabling
environment for their work, increasing CSO involvement in programming,
implementation and monitoring of EU assistance and policies in the region
and promoting involvement in policy dialogues (to increase interaction be-
tween CSOs and national as well as local authorities’ (2012: 2).

Furthermore, the EU Strategic Framework and Action Plan on Human
Rights and Democracy was adopted by the Council of the EU on 25 June
2012. Although it is global in scope, it restates the universality of human
rights and reaffirms the EU’s commitment to their promotion and protec-
tion in all the EU’s external policies (‘EU Strategic Framework and Action
Plan on Human Rights and Democracy’ 2012: 1-2). Within this framework,
Stavros Lambrinidis was appointed as the first EU thematic Special Repre-
sentative (EUSR) - for Human Rights - on 25 July 2012 (‘EU Special Rep-
resentatives’ 2012).

Finally, the European Endowment for Democracy (EED) is being devel-
oped and may add new instruments for democracy and human rights pro-
motion (Hale and Ursu 2011: 5) beyond those outlined above.

The following new and global-reaching instruments: the CSF; the EU Stra-
tegic Framework and Action Plan on Human Rights and Democracy; and
the EED all contain the potential for funding and political support of CSOs
in the EaP countries.

Further financial assistance for the EaP is provided by the European Bank
for Reconstruction and Development and the European Investment Bank.
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It is not considered here because the assistance is provided in the form of
loans.

Likewise, although individual MSs are entitled to individual democracy
promotion by the Lisbon Treaty, their funding does not fall under the scope
of this research.

As this brief overview demonstrates, amongst the EU financial instruments
in respect of the EaP mentioned above, apart from the EIDHR, only NSA &
LA and CSF are targeted at civil society rather than at government.

EASTERN PARTNERSHIP: AN OVERVIEW OF FUNDING FOR CIVIL SOCIETY

As Open Society Institute-Brussels noted on the eve of the 2011 ENP
Progress Review (‘Strategy 2011-13’ 2010), EU policy towards its Eastern
Neighbourhood has produced mixed results. Notably, economic and trade
relations have progressed at a different pace to areas of governance and
democracy. It is worth underlining that the political context of a country
in question, as well as support by the separate MSs it enjoys, is important
in respect of the political limitations - or opportunities - it has (Gya et al.
2010: xi; Petczynska-Natecz 2011: 6). However, for the purposes of this pa-
per, only the EU-side of the policy, rather than that of MSs or partner states,
is considered.

The EaP’s institutional framework involves a biennial EaP summit, min-
isterial meetings, four thematic platforms (one on democracy and good
governance), six Flagship Initiatives, the Euronest Parliamentary Assembly,
an Assembly of Local and Regional Authorities, a Business Council and the
Civil Society Forum. Launched in 2009, the Forum is organised along the
lines of thematic groups ‘corresponding to the four EaP intergovernmental
platforms which co-ordinate non-governmental activities in the EU and
partner states on the issues of high priority for societies, including human
rights’ (Pelczynska-Nalecz 2011: 41-45; 45).

Moreover, in line with EaP’s institutional structure, cooperation at a soci-
etal level is considered important in all ENP documents. Since influence
on governmental policies is prioritised by EU policy, the CSOs are allowed
to join through consultations in conceptualisation and evaluation of EU
policies, and to receive financial support (Pelczynska-Nalecz 2011: 44-46).
Amongst problems of cooperation in this area are: limited access to in-
formation concerning both the European Commissions budgetary aid and
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projects; the independent monitoring of ENP implementation being com-
promised by governments and financing multilateral non-governmental
projects with EU funds; the top-down nature of the European Commis-
sion’s tenders for projects and absence of other mechanisms of proposals
for common civil activities on a grassroots level; and the uneven develop-
ment of national civil society platforms across the EaP partner states as well
as insufficient funding. The latter is within the focus of this paper.

Most of the funding for civil society purposes is allocated within the EI-
DHR and distributed through EU delegations to projects on human rights
and democratisation. It is considered insufficient (Deva 2011), especial-
ly in the most advanced partners such as Georgia, Moldova and Ukraine
(Pefczynska-Nalecz 2011: 45-46). In particular, as argued in this paper, the
ratio of funding for governmental compared to non-governmental sectors
presents a problem. Within the scope of New Financial Perspective 2007-
2013, it has been provided as part of the ENPI.

On the one hand, the level of financial assistance to Eastern Europe has
increased: within the ENPI, EUR 4,000,000,000 has been allocated to only
six target countries and the Russian Federation in 2007-2013, in contrast
to EUR 3,100,000,000 to the whole of the Commonwealth of Independent
States (CIS) and Mongolia in 2000-2006 within TACIS. New financial facili-
ties have been created for more diversified assistance such as direct budget-
ary support and [the] reinforcement of some state institutions (Pelczynska-
Natecz 2011: 49; 53). Kochenov underlines that the ENPI is better adapted
to guarantee funds’ absorption, which was problematic within the previous
financial network, and points to the introduction of ‘Governance Facility’
and the ‘Neighbourhood Investment Facility’ (2009: 22).

On the other hand, the general criticism is that this level is still ‘clearly
lower’ than that of the bilateral assistance to other neighbouring regions,
i.e. 45% of Southern (and 50% (even 15% if calculated per capita) of that
to the Western Balkans) (Pelczynska-Nalecz 2011: 49). Therefore, despite
the increase in funds allocation within the ENPI, those funds are still in-
sufficient for its implementation; the policy is considered to be ‘seriously
under-funded’ (Balfour and Missirolli, quoted in: Kochenov 2009: 22.). It
is also criticised for diversifying funding within the region, e.g. Ukraine
receives the largest part of the ENPI in absolute terms, but on a per capita
basis Moldova is the largest recipient (with Ukraine second from bottom).
Therefore, Pelczynska-Natecz concludes that ‘the funding logic is to some
extent correlated to the progress made by a given country in [its - O. P.]
relations with the EU” (Petczynska-Natecz 2011: 49).
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Together with financial problems, Kochenov points out two principal po-
litical problems with the ENP financial assistance: “virtually any amount
allocated will still not be enough to ‘buy’ the regime change in the countries
concerned, since deep reform... of organisation of the state is likely to cost
ruling elites infinitely more”; and ‘all the money allocated (including the
money not going to the ENP partner governments directly) still ends up in
the economies of the problematic regimes, making them stronger’ (Koche-
nov 2009: 22).

This criticism is especially relevant because despite some positive devel-
opments since the launch of the EaP, such as the development of contact
networks and instruments for policy implementation, ‘the real integration
process has been very limited. ... It appears that one of the main causes of
this situation has been the lack of equality between policy ambitions, the
challenges it needs to face and the instruments available to it’ (Petczynska-
Natecz 2011: 53). In terms of policy ambitions,

‘the European Union’s policy towards Eastern Europe since 2004 has
been to extend beyond ordinary co-operation between neighbors
and to implement one of the most ambitious goals one can set in
international relations: to lead to the building of modern states in
the immediate neighborhood of the EU according to the model de-
veloped by Western European countries. (Petczynska-Naltecz 2011:
53-54),

However, it is complicated by significantly fewer instruments being avail-
able compared to before: no prospect of membership; consequently, much
lower financial support and limited application of conditionality mecha-
nisms, including regular monitoring and progress evaluation; and the di-
lution of the offer of ‘sharing everything but institutions’ made under the
presidency of Romano Prodi. As Pelczynska-Nalecz concludes, the EU has
an ambivalent approach towards its Eastern neighbours. On the one hand,
the EU promotes integration yet, on the other hand, it has taken a defensive
approach towards opening up to its neighbours. It has de-Europeanised its
policy towards Eastern Europe against the backdrop of their membership
aspirations, as is evident from the avoidance of references to their ‘Euro-
peanness’ and the idea of a united Europe in all relevant EU documents. It
has also failed to adopt a consistent stance on the promotion of European
values by being caught up in the dilemma of, on the one hand, supporting
grassroots democratic movements and condemning authoritarian tenden-
cies, against, on the other hand, prioritising stability and business benefits,
and co-operating with governments regardless of their countries’ human
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rights and democracy record (Pelczynska-Natecz 2011: 54). Finally, an un-
derlying issue is ‘the deficiency in the political will for integration from
both the partners and the European Union’ (Petczynska-Natecz 2011: 55).

Therefore, it is of particular importance that the EU’s financial support is
directed in the most effective way, which, as far as democratisation and
human rights are concerned, means active engagement with the non-gov-
ernmental sector. That support remains the main guardian of democracy
for most countries in the region with authoritarian tendencies on the rise.
As the executive director of the International Foundation Renaissance com-
mented recently on the intention of the main parliament party in Ukraine
to outlaw international funding of social organisations, the local businesses
neither finance the critics of authorities nor demand transparency from
the latter, limiting themselves to charity projects (Bystryts'kyi 2011). This
brings us back to the question of the implications of the Lisbon Treaty for
democracy and human rights promotion, namely what mechanisms are
provided.

5. CONCLUSION

This paper’s principal findings are that the Lisbon Treaty has enhanced the
EU’s opportunities for democracy and human rights promotion in its ex-
ternal policies, including in the EaP. However, despite substantial academic
and empirical evidence of the importance of civil society towards meeting
those ends, the structure of financing has not changed in line with the ex-
pansion of these mechanisms.

All six countries in the Eastern Neighbourhood still lack fully functioning
democratic systems, with constitutionally provided transparency, account-
ability, and checks and balances, as well as an understanding of democracy
and human rights at the level of both the elites and the general public. Ac-
cording to an estimate by a member of the Delegation to the Euronest Par-
liamentary Assembly, “The fairly new program of the Eastern Partnership,
with its aim of promoting democratic reforms in the Eastern countries, has
so far seen success in Moldova but also backlashes in Belarus and Ukraine’
(Schulz 2011).

Therefore, the implications of these findings are that, in order to work to-
wards human rights and democracy promotion, the EU’s external policy,
including institutionalised partnership with governments, parliaments and
the local authorities, needs to consult with and involve civil society and
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other non-state actors in a more proactive way. In particular, it appears that
the EU’s aim to strengthen the role of the civil society in the EaP by means
of the Civil Society Forum and ongoing consultation on country progress
reports needs to be facilitated by increasing financial assistance to local
and regional civil society in the partner countries. On the basis of this pa-
per, further research into an overarching theoretical and legal/institutional
question of the impact of the Lisbon Treaty on the EU’s set-up, in particular
in terms of coherence and consistency as an international actor in the field
of democracy and human rights promotion, is suggested.
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ABSTRACT
Origin is the "economic” nationality of the goods in international trade. There are two
kinds, non-preferential and preferential rules of origin.

Preferential origin of goods confers certain benefits on goods traded between particular
countries, namely entry at a reduced or zero rate of duty, which allows better market ac-
cess and better allocation of resources.

The Western Balkan countries (WBCs) need a quick and feasible solution which would
enable greater regional trade integration in the Western Balkans and its trade coopera-
tion with other European countries (EU, EFTA, Turkey) in order to stimulate trade growth
and economic development of the region. This could be established through full imple-
mentation of the diagonal cumulation of origin of goods2

When some of the countries are not included in the same system of diagonal cumula-
tion, they can not benefit from the preferential treatment of the products, enabled by
the cumulation. This concerns import to and export from these countries, depending
on the trading combination. Currently there are two handy, EU-run systems of diagonal
cumulation in the area of EU, EFTA, Turkey and SAP countries.

The Western Balkan countries cannot fully benefit from diagonal cumulation, because
they are not included in the same system as all of their most important trading partners
(EU and indirectly EFTA). EU is the most important trade partner of the Western Balkans
and since for the EU, Switzerland (EFTA) is second most important market for EU prod-
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ucts, EFTA countries are indirectly important trading partner also for the WBCs (because
of trading routes and origin). A lot of EU products are partially produced in Western
Balkans, but under current system of diagonal cumulation, trading between EFTA and
Western Balkans through EU states is not stimulated. Also EU companies are similarly
limited in exporting to Western Balkans when manufacturing partly takes place in the
EFTA states. Thus, non-inclusion in the same cumulation system means non-favorable
conditions for the companies from WBCs as well as for the companies from EU, EFTA
and Turkey.

Being aware of the limitations, a lot of EU and EFTA companies probably exactly out of
these reasons decide for sale and extension of the production only to certain markets,
which are part of the same system of diagonal cumulation and not to the Western Bal-
kan market. Introduction of the SAP++ diagonal cumulation with EFTA would prevent
further loss of the potential, which the region would have, if the states would be more
trade-integrated among themselves and with other partners in Europe.

The full implementation of the PEM cumulation of origin shall bring enormous econom-
ic benefits for the Western Balkan countries. It shall boost conclusion of the FTA among
WB countries and Mediterranean countries, providing increase of trade and benefits for
the economy and possibilities to cumulate the origin of the goods and have better mar-
ket access to EU market. The increased trade between the Republic of Macedonia and
Turkey as shown in this article together with these figures suggests hat the Western
Balkan countries have to be included in the system of Pan-Euro-Mediterranean system
of cumulation of origin as soon as possible.

KEYWORDS: Origin of Goods, Cumulation, Preferential Trade, Customs.

1. INTRODUCTION

The aim of this paper is to provide better understanding of the issue of the
diagonal cumulation of the origin of goods in relation to the improved eco-
nomic performances of the economies of the Western Balkans countries.
Sometimes “neglected”, possibilities to cumulate the origin of the goods is
directly linked to the full utilization of the tariff preferences and market ac-
cess provided in the free trade agreements among countries of the Western
Balkans and EU (CEFTA, SAAs).

Origin is the “economic” nationality of the goods in international trade.
Whenever a trade involves a supply of goods between different states, it is
necessary to determine the origin of those goods crossing the frontier. The
reason for that is certainly commercial, but the “Made in xxx“ marking
has significant tax aspects just for customs matters. In fact, the origin of
goods, along with the classification and the valuation, is one of indispensa-
ble means of ensuring a correct application of customs taxation. It is neces-
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sary to determine the origin of goods for various purposes:

— uniform application of the customs tariff;

— implementation of anti-dumping rules;

— labeling of goods (e.g., the “Made in xxx“ marking);
— determination of export refunds where applicable.

For customs purposes, the origin of goods can be non-preferential and
preferential origin.

It is proper to point out that traditionally, national legal systems distinguish
between two different rules of origin:

— rules on preferential origin (contained in agreements or autono-
mous legislation);
— rules on non-preferential origin.

The rules of preferential origin apply to trading relationships between two
or more states. Preferential measures may be contained in free trade agree-
ments or other treaties conferring the preferential origin (e.g., Stabilization
and Association Agreements (SAA)) or in autonomous legislation (e.g., the
Generalized System of Preferences - GSP).

Whereas the rules contained in agreements result from complex negotia-
tions between different countries, those contained in autonomous legisla-
tion derive from unilateral decisions. As previously pointed out, it is im-
portant to determine the origin of a product in order to apply commercial
policy measures. The rules of preferential origin serve the purpose of limit-
ing customs preferences (including other equivalent measures) contained
in relevant agreements only to the originating products of Member States
or of those States benefiting from a unilateral measure.

Consequently, the rules of preferential origin apply only to determine
whether a specific product originates in a certain state and thus can benefit
from preferential customs treatment. Conversely, the rules of non-prefer-
ential origin apply to the other commercial policy measures that are not
aimed at applying preferential commercial measures, but discriminatory
trade defense instruments’.

* Timothy Lyons (2008): EC Customs Law, Oxford University Press, 2008

75



ZLATKO VETEROVSKI

The rules of non-preferential origin are contained in each country national
legal system.

2. WHAT IS PREFERENTIAL ORIGIN OF GOODS

Preferential origin is conferred on goods from particular countries, which
have fulfilled certain criteria. In order to obtain preferential origin those
criteria generally require that the goods be wholly obtained or have under-
gone specifically determined working or processing.

Preferential origin confers certain tariff benefits (entry at a reduced or zero
rate of duty) on goods traded between countries which have agreed such an
arrangement or where one side has granted it autonomously.

In order to have preferential origin goods must fulfill the relevant condi-
tions laid down in the origin protocol to the agreement of whichever coun-
try is concerned or in the origin rules of the autonomous arrangements.

In effect it means that goods must either (1) be manufactured from raw
materials or components which have been grown or produced in the
beneficiary country or, should that not be the case, (2) at least undergo
a certain amount of working or processing in the beneficiary country.
Such goods are considered to be “originating”.

In all cases there is a list of the working or processing each product manu-
factured from non-originating materials or components must undergo in
order to obtain originating status. These rules are often referred to as “the
list rules” They set out the least amount of working or processing required
on non-originating materials in order for the resulting goods to obtain
originating status. Further working or processing going beyond that is ac-
ceptable and will not affect the origin thus obtained.

The structure of the list of working or processing requirements is based
on the structure of the Harmonized System (HS). So before being able to
determine what processing a specific product must undergo it is necessary
to know its HS classification.
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3. CUMULATION OF ORIGIN AS A TOOL OF ECONOMIC INTEGRATION

Cumulation is the term used to describe a system that allows originating
products of country A to be further processed or added to products origi-
nating in country B, just as if they had originated in country B. The re-
sulting product would have the origin of country B. It can only be applied
between countries operating with identical origin rules.

An important point is that in the case of cumulation the working or pro-
cessing carried out in each partner country on originating products does
not have to be ‘sufficient working or processing’ as set out in the list rules.
There are four types of cumulation: bilateral, diagonal, regional and full.

- Bilateral cumulation

Bilateral cumulation operates between two countries where a free trade
agreement or autonomous arrangement contains a provision allowing
them to cumulate origin. This is the basic type of cumulation and is com-
mon to all origin arrangements. Only originating products or materials can
benefit from it.

- Diagonal cumulation

Diagonal cumulation operates between more than two countries provided
they have Free Trade Agreements containing identical origin rules and pro-
vision for cumulation between them. As with bilateral cumulation, only
originating products or materials can benefit from diagonal cumulation.

Although more than two countries can be involved in the manufacture of
a product it will have the origin of the country where the last working or
processing operation took place, provided that it was more than a minimal
operation. Diagonal cumulation operates between the Community and the
countries of the so-called “pan-Euro-Mediterranean cumulation zone”.

Currently three EU-run systems of diagonal cumulation exist, only two of which
are operational. The Pan-European cumulation includes EU, EFTA and Turkey,
while the Pan-Euro-Mediterranean cumulation* (PEM) expands the scope of the
first system to EU, EFTA, Turkey, Faroe Islands and Mediterranean countries.

*In 1995 the Barcelona declaration envisaged the idea of forming an Euro-mediterranean zone of fre
trade (so called Barcelona Process), following by decision on unifying rules of origin and establishment
of diagonal cumulation zone amongst Pan-European cumulation zone and Mediterranean countries.
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Unfortunately, when drafting the PEM system of cumulation of origin
(1992 - 1995), much attention was not placed on the former Yugoslav
countries, because of the war conflict on the Balkans in that time. In order
to remedy the situation, following the conclusions of the EU Thessalonica
Agenda (2003) and strong political pressure to open the diagonal cumu-
lation for WB countries SAP® cumulation was proposed as a transitional
solution. SAP or SAP+¢ cumulation system has been established, but is not
tully operational yet. On the other hand, WBCs are part of the CEFTA cu-
mulation, which operates among them and Moldova.

4., ECONOMIC ASPECT OF DISCUSSION

When discussing economic integration in Europe, two important players
come to mind - EU and EFTA, comprising Western, Central and Northern
European state markets. However, not enough significance has been dedi-
cated to the role and involvement of the Western Balkans (WB) in the con-
test of European economic integration. EU is WB’s most important trading
partner, exporting 26,5 billion euros of goods to the Western Balkans in
2010 and importing 14,03 billion euros worth in the same period’. Western
Balkan Countries’ (WBCs) trade with the EU constituted 61,3% of their
total trade in 2010; in addition, EU is the biggest donor in the region.

5. Previous WB ARRANGEMENTS

As the EU-Western Balkans Summit Declaration® (Thessalonica 2003) extends
the EU perspective to the countries in the region, activities focus on stabili-
zation of the region and formation of a negotiations’ framework for eventual
accession. This is not only the sole objective of the Community, but an impor-
tant goal for the WBCs as well. However complicated and long termed goal full
membership might seem, current situation does not exclude other preliminary
arrangements, which could even now significantly improve the region’s pros-

* The Stabilisation and Association Process (SAP) is the framework for EU negotiations with WBCs all
the way to their eventual accession. It has three aims: (1) stabilising the countries and encouraging their
swift transition to a market economy, (2) promoting regional cooperation and (3) eventual membership
of the EU. The countries covered by SAP (SAP countries) are Albania, Bosnia and Herzegovina, Croatia,
the Republic of Macedonia, Serbia, Montenegro, including Kosovo as defined in UN Security Council
Resolution 1244/99.

 SAP+ refers to SAP countries including Turkey.
7 http://ec.europa.eu/trade/creating-opportunities/bilateral-relations/regions/balkans/

8 http://ec.europa.eu/enlargement/enlargement_process/accession_process/how_does_a_country_
join_the_eu/ap/thessaloniki_summit_en.htm
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pect. Speaking of economic relations and foreign trade, much has been done.
The WB countries are part of the Stabilization and Association Process (SAP),
in this context bilateral agreements (Stabilization and Association Agreements
- SAAs,) have been signed’. These documents include provisions and protocols
defining trade relations between the EU and the signatory state.

Another important factor in the context of European free trade relations is
CEFTA 2006". It represents a logical step on the path of economic integra-
tion, since, owing to physical and cultural proximity, such integration usu-
ally occurs or starts at a regional level. The CEFTA 2006 agreement does
not only simplify the regional trade regime but also considerably deepens
regional integration by including provisions on trade in services, intellectu-
al property rights, public procurement and investment. Within the scope of
provisions on trade, diagonal cumulation of origin among the CEFTA Par-
ties was established. However, this kind of economic integration does not
provide for extended cooperation between WBCs, EU and EFTA, which is
a next logical step on WBCs’ path to full membership.

6. SAP+ CUMULATION OF ORIGIN

Furthermore, important step has been made by the European Commission,
which has adopted the “Notice concerning preferential agreements provid-
ing for diagonal cumulation of origin between the Community, Western
Balkan countries and Turkey” (2009/C 62/07) on 17.3.2009. This document
extends the trade relations with WB by forming a diagonal cumulation
comprising EU, Turkey and SAP countries" (SAP+ cumulation area). The
SAP was in this respect supplied with a tangible result which will substan-
tially effect and accelerate trade cooperation between the EU, WB and Tur-
key, as well as among WBCs themselves. EFTA countries are not included
in the SAP+, since there is not yet political decision for their inclusion in
SAP+ cumulation of origin and thus causing significant distortion to trade
and investment potentials for Western Balkans.

® SAAs are already signed and in force with Croatia, Macedonia, Serbia, Montenegro and Albania,
for Bosnia and Herzegovina, Interim agreements arrange trading relations with EU. Kosovo under
UN Security Council Resolution 1244 does not yet have an SAA/ Interim agreement in force and is
therefore not a liable partner in the present discussion.

1 The Agreement on Amendment of and Accession to the Central European Free Trade Agreement
(CEFTA 2006) was signed in Bucharest on 19 December 2006. For all eight parties to the Agreement -
Albania, Bosnia and Herzegovina, Croatia, Macedonia, Moldova, Montenegro, Serbia and Kosovo - the
Agreement entered into force in 2007.

' Albania, Bosnia and Herzegovina, Montenegro, Croatia, Macedonia, Serbia and Kosovo under UN
Security Council Resolution 1244/99.
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SAP+ cumulation is therefore established, but not fully operational yet,
since it does function on the principle of geometry variable and Kosovo
(no SAA). In the framework of SAP cumulation, goods can be subject of
semi-production in any of these countries without losing its preferential
treatment when exported. Products, semi-products and materials that have
undergone the manufacturing in different countries of the SAP cumulation
are now justified to be imported into any of the countries in this region
(EU, SAP countries) without customs duties.

Table 1 shows the principle of variable geometry, where EU publish Com-
mission notice concerning the date of application of the protocols on rules
of origin providing for diagonal cumulation (SEP) of origin between the
European Union, Albania, Bosnia and Herzegovina, Croatia, Republic of
Macedonia, Montenegro, Serbia and Turkey

Table 1 - Date of application of the protocols on rules of origin providing for diagonal cumulation
between the European Union, Albania, Bosnia and Herzegovina, Croatia, Republic of Macedonia,
Montenegro, Serbia and Turkey'?

EU AL BA HR MK ME RS TR
EU 01.01.2007{01.07.2007{01.06.2011{01.01.2007 | 01.01.2008 | 08.12.2009 (1)
AL |01.01.2007 22.11.2007 | 22.08.2007 | 26.07.2007 | 26.07.2007 | 24.10.2007 | 01.08.2011
BA [01.07.2008|22.11.2007 22.11.2007|22.11.2007|22.11.2007 | 22.11.2007 | 14.12.2012
HR ]01.06.2011(22.08.2007|22.11.2007 22.08.2007 (22.08.2007 | 24.10.2007|01.05.2012
MK 101.01.2007 | 26.07.2007|22.11.2007 | 22.08.2007 26.07.2007 [ 24.10.2007|01.07.2009
ME |01.01.2008|26.07.2007|22.11.2007 | 22.08.2007 | 26.07.2007 24.10.2007{01.03.2010
RS |08.12.2009|24.10.2007 | 22.11.2007| 24.10.2007 | 24.10.2007 | 24.10.2007 01.03.2010
TR m 01.08.2011(14.12.2011|01.05.2012{01.07.2009|01.03.2010/01.09.2010

(1) For goods covered by EU-Turkey customs union, the date of application is 27 June 2006

7. ECONOMIC BENEFITS IN THE CASE OF THE REPUBLIC OF MACEDONIA

Republic of Macedonia and Turkey were among the first countries to start
to use SAP+ cumulation of origin as of 1 July 2009, since both countries
had free trade agreement with EU, free trade agreement between them and
identical rules of origin in the appropriate Protocols on Rules of origin.
With the inclusion of Turkey in the SAP+ of diagonal cumulation of origin
and providing for wider use of Turkish raw materials bilateral trade had
increased by 42% percent for the period 2009 - 2011, comparing to the
period 2005 - 2006, when total trade was increased by 8%.

12 http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:C:2011:215:0027:0028:EN:PDF
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Table 2 - Bilateral trade of Republic of Macedonia with Turkey, expressed in millions of Euro for
period 2005 - 2011"

Year Export Import
2005 3242 79,73
2006 35,67 85,76
2007 39,11 144,19
2008 21,19 184,96
2009 29,46 181,34
2010 38,52 197,76
2011 52,68 246,69
Total 249,05 1.120,43

Similar effects were also achieved with intra and extra CEFTA trade as well
as with the EU countries.

Table 3 - Intra and Extra CEFTA Trade for the period 2009 - 2010'*

INTRA AND EXTRA CEFTATRADE

Exports Imports
Volume (000 EUR)
2009 2010 A% 2009 2010 A%
Intra CEFTA

5.847.831 6.534.321 12 Total 5.426.441 6.061.678 12

1.610.426 1.787.437 11 Agricultural products 1.620.672 1.752.766 8

4.237.405 4746884 | 12 | Non-agricultural products 3.805.770 4.308.912 13
Rest of the World

14.894.390 | 19.217.860 | 29 Total 40.390.700 | 45.955.428 6

1.917.514 2469.314 | 29 Agricultural products 4.622.087 4434431 -4

12.976.876 | 16.748.546 | 29 | Non-agricultural products | 38.766.613 38.520.997 8

Volume of exports within intra CEFTA countries increased by 12% for the
period 2009/2010. The same figure of 12% increase applies also to intra
CEFTA imports.

8. PROPOSED FURTHER STEPS

Even if the SAP+ system would cover all WBCs, it would still be incom-
plete. Its major shortcoming is that it does not include EFTA countries.
A planned flow of events in the future is therefore heading towards the
inclusion of WBCs directly into PEM and thereby enabling them to cumu-

" Source - State Statistical Office of the Republic of Macedonia, http://makstat.stat.gov.mk/
pxweb2007bazi/Database/Craructika%20mo%2006nacti/Hagpopemna%20Tprosuja/Crokosa%20
pasmena%201mo%203emjn/ Crokoa%20pasmena%20mo%203emju.asp

4 CEFTA Trade Statistics 2010 - CEFTA, CEFTA Secretariat, http://www.cefta2006.com/sites/default/
files/statistic.pdf
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late origin with EU, EFTA, Mediterranean countries'®, Faroe Islands and
Turkey within the same system of diagonal cumulation. It is a system under
construction, which allows its operationalization as soon as three of the
involved partners share coordinated FTAs (system of variable geometry).

The political decision for including WBCs into PEM was taken on 21 Oc-
tober 2007 on Euro-Mediterranean trade ministerial conference in Lisbon,
while the key decision was taken on 9 December when Euro-Med trade
ministers endorsed the text of the regional convention on the Pan-Euro-
Mediterranean system of rules of origin. To activate the provisions of the
Convention, existing preferential trade agreements will need to be amend-
ed as well'.

The Commission proposes to replace the network of about 60 bilateral pro-
tocols on rules of origin in the Pan-Euro-Med zone and to base the diagonal
cumulation of origin on a single legal instrument in the form of a regional
convention. This Convention would allow for a more effective management
of the system of Pan-Euro-Med cumulation, thus enabling the contracting
parties (current participants of the cumulation zone) to better react to rap-
idly changing economic realities.

The participants in the European Union’s Stabilization and Association Pro-
cess will be included, through this Convention, in the Pan-Euro-Med sys-
tem of cumulation of origin. This will develop trade by offering new oppor-
tunities within an enlarged trade area, thus promoting regional integration.

The crucial aspect of the Convention on the side of WBCs is the ability to
cumulate origin with EFTA and Mediterranean countries as well. As simple
and reasonable the inclusion of WBCs into PEM might seem, it is accom-
panied with a series of problems:

Difficult introduction of PEM: resulting in long process of harmonization
of law (rules of origin) through Convention adoption and FTA amendment
due to large number of involved partners; limited trade relations between
WBCs and PEM.

Difficult use of PEM: introduction of EUR-MED movement certificate
complicates existing practice of certification between EC and WBCs us-
ing EUR.1 (double certification); complicated use of EUR-MED certificate

15 Algeria, Egypt, Israel, Jordan, Lebanon, Morocco, Syria, Tunisia, West Bank and Gaza Strip.

' This can be achieved by referencing in the Origin Protocols to the PEM Convention provision.
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(which, unlike EUR.1, requires full traceability of origin); use of EUR-MED
requires vast administrative and IT adaptation, since current WBCs’ sys-
tems use stock accounting and origin traceability according to EUR.1 re-
quirements; complicated following of changes in PEM FTA matrix (which
is a precondition for successful use of benefits of cumulation); due to high
complexity of PEM there is limited possibility of control and proper imple-
mentation.

As an interim solution of this problem, might be introduction of so called
SAP++ cumulation zone.

9. FrRom SAP+ 10 SAP++"7

There is also a more practical solution available. The WBCs need a quick and
feasible solution for enhanced trade integration with their important trading
areas (EU, EFTA, Turkey) in order to stimulate trade growth and economic
development in the region now. In this respect a win-win solu- tion for en-
hancing the trade relations not only between EU and the region (as the SAP
cumulation system implies) but in a wider context (encompassing also EFTA
states) is implementation of SAP++ cumulation system'®. The inclusion of
EFTA states in the SAP process would fulfill the commitments set forth by
the Thessalonica agenda and would boost trade cooperation amongst WBCs
and EFTA, which is currently underperforming. However, due to the fact,
that such an arrangement needs a fully operationalized matrix of FTAs, one
missing link (EFTA at this point) disables the system to work.

Arguments for upgrading SAP to SAP++

Reasons for expanding SAP cumulation to SAP+ are clear and simple. The
EU has committed itself with a political declaration to expand the Pan-Eu-
ropean diagonal cumulation to WBCs (see political justification below). The
WBCs' trading relations are tightly connected to EU, EFTA and Turkey (see
economic justification below), therefore SAP++ cumulation would enhance
wider trading relations within a historically integrated economic area.

The tensions for inclusion of WBCs directly into PEM puts them on un-
equal footing with countries of Pan-European cumulation area, since it

7SAP++ refers to SAP countries + Turkey + EFTA

'8 In other words, SAP++ represents an upgraded Pan-European cumulation system by including
WBCs.
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disables them to take advantage of the simple procedures concerning proof
of origin (use of EUR.1 form) with EFTA countries (see practical justifica-
tion below).

The idea of forming the SAP++ cumulation area is not a unilateral proposal
of the WB states but is grounded on concrete commitments set forth by the
European Commission. The above mentioned EU-Western Balkans sum-
mit endorsed the Thessalonica agenda, comprising measures drawn from
the pre-accession process, and made a commitment to implement it jointly.
At the summit conclusions the Council invited the European Commission
“to prepare the extension of pan-European diagonal cumulation of origin
to the countries of the region in a manner consistent with all relevant Com-
munity policies and dependent on their administrative capacity””. Such
extension would mean the establishment of the cumulation zone encom-
passing the EU, all Western Balkan states, EFTA states and Turkey, com-
monly referred to as SAP++.

Apart from the above explained interrelation of markets of EU, EFTA, WB
and Turkey, economic justification of implementation of a diagonal cumu-
lation amongst these parties can be explained through lost trade potential.
If the system is to be used, it should be user-friendly.

Conversion to another, more complicated system would impose tremen-
dous administrative and financial burden on companies. It is likely that
companies decide to pay customs duties rather than introduce a new sys-
tem. In addition, the use of a different system of traceability of origin be-
tween WBCs and EFTA could de-motivate trading opportunities on both
sides. It is crucial to allow the companies to use the system which suits
them best according to their market orientation (EFTA and EU or the Med-
iterranean).

' http://ec.europa.eu/enlargement/enlargement_process/accession_process/how_does_a_country_
join_the_eu/ sap/thessaloniki_agenda_en.htm
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Establishment and operationalization of SAP++

The EU is the most important player in the establishment of SAP++ in
terms of compliance. Common approach of the WBCs in communication
to the EU is therefore proposed as a tool for launching of SAP++ initiative.
In order to make this possible, a regional coordinator would be useful, since
it could act as a forum for gathering and unifying WBCs’ opinions. One of
the options is the Regional Cooperation Council (RCC), due to its orien-
ta- tion into focused regional cooperation in South East Europe through
a re- gionally owned and led framework that also supports European and
Euro- Atlantic integration®. In order to make SAP++ possible, some inevi-
table formal steps are necessary:

SAP++ Cumulation

Notice of the European Commission providing for diagonal

Establishment conditions cumulation of origin between the Community, WB, Turkey
and EFTA.
Change of SAA origin protocols (i.e. inclusion of words “EFTA
Operationalization conditions states”in Articles 3 and 4 of the Protocol 2 of the SAA be-

tween EC and certain SAP state).

Change of concluded FTAs - inclusion of all SAP++ partners
in articles defining cumulation.

Conclusion of missing FTAs.

Where changes are needed, presentation of the ongoing activities with ref-
erence to time aspect of such changes is welcome (i.e. what is a reasonable
period for conclusion of changes in origin protocols).

10. CoNCLUSION

The Western Balkan countries (WBCs) need a quick and feasible solution
which would enable greater regional trade integration in the Western Bal-
kans and its trade cooperation with other European countries (EU, EFTA,
Turkey) in order to stimulate trade growth and economic development of
the region.

Regional Convention on preferential Pan-Euro-Med rules of origin is cer-
tainly the solution for this problem. But this shall not be fast, quick and

2 RCC is the successor of the Stability Pact for South Eastern Europe. Its work focuses on six priority
areas: economic and social development, infrastructure and energy, justice and home affairs, security
cooperation, building human capital, and parliamentary cooperation as an overarching theme. The
RCC is based in Sarajevo, Bosnia and Herzegovina.
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easy. The Convention is in the process of ratification in the national parlia-
ments and has been adopted by the EU parliament and entered into force
since May 201221. The process of defining product list rules is at early stage.

One of the possible fast, useful in practice and win-win solutions for all
countries involved, facilitating supportive conditions for trade cooperation,
is the inclusion of the Western Balkan countries into the existing system of
Pan-European cumulation of origin (i.e. the establishment of the SAP++
zone, which would include EU, EFTA, Western Balkans and Turkey). The
SAP+ diagonal cumulation zone would enable free trade among all coun-
tries involved, even when the products are partially produced in more than
one country or when their trade route includes several states.

When some of the countries are not included in the same system of diago-
nal cumulation, they can not benefit from the preferential treatment of the
products, enabled by the cumulation. This concerns import to and export
from these countries, depending on the trading combination. Currently
there are two handy, EU-run systems of diagonal cumulation in the area of
EU, EFTA, Turkey and SAP countries.

The Western Balkan countries cannot fully benefit from diagonal cumula-
tion, because they are not included in the same system as all of their most
important trading partners (EU and indirectly EFTA). EU is the most im-
portant trade partner of the Western Balkans and since for the EU, Swit-
zerland (EFTA) is second most important market for EU products, EFTA
countries are indirectly important trading partner also for the WBCs (be-
cause of trading routes and origin). A lot of EU products are partially pro-
duced in Western Balkans, but under current system of diagonal cumula-
tion, trading between EFTA and Western Balkans through EU states is not
stimulated. Also EU companies are similarly limited in exporting to West-
ern Balkans when manufacturing partly takes place in the EFTA states.
Thus, non-inclusion in the same cumulation system means non-favourable
conditions for the companies from WBCs as well as for the companies from
EU, EFTA and Turkey.

Being aware of the limitations, a lot of EU and EFTA companies probably
exactly out of these reasons decide for sale and extension of the produc-
tion only to certain markets, which are part of the same system of diago-
nal cumulation and not to the Western Balkan market. Introduction of the

*! http://www.consilium.europa.eu/policies/agreements/search-the-agreements-database?lang=en&co
mmand=details&id=297&lang=en&aid=2010035&doclang=en
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SAP++ diagonal cumulation with EFTA would prevent further loss of the
potential, which the region would have, if the states would be more trade-
integrated among themselves and with other partners in Europe.

The full implementation of the PEM cumulation of origin shall bring enor-
mous economic benefits for the Western Balkan countries. It shall boost
conclusion of the FTA among WB countries and Mediterranean countries,
providing increase of trade and benefits for the economy and possibili-
ties to cumulate the origin of the goods and have better market access to
EU market. The increased trade between the Republic of Macedonia and
Turkey as shown in this article together with these figures suggests hat the
Western Balkan countries have to be included in the system of Pan-Euro-
Mediterranean system of cumulation of origin as soon as possible.
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INTRODUCTION?

Since the Lisbon Treaty came into force in 2009, the build-up and poten-
tial performance of the European External Action Service have earned
a lot of attention from both the academic side and the authorities of
Member States. The steps of Catherine Ashton, appointed as High Rep-
resentative of the Union for Foreign Affairs and Security Policy, have
been closely ob- served, continuously evaluated and gained multiple
recommendations for future improvement as well as critiques of per-
ceived missteps on the international plane. However, the more attention
has been directed to the functioning of the EEAS as personified by Ash-
ton, the less analysis has been dedicated to the implications, perspectives
and challenges faced by the national diplomacies of the Member States.
However, what is the impact of the EEAS on the national diplomacy of
small EU Member States? Has the role and direction of the national di-
plomacy of small states been changing under the influence of the EEAS?
Slovakia was chosen as a prototype of small states for this analysis due
to various reasons. Apart from the logical personal interest involved,
Slovakia is a typical small state, which entered the EU in 2004. Never-
theless, Slovakia turned out to be a valuable member of the EU that is
actively participating in the work of the EU and the EEAS by sending
national diplomats into the EEAS structures as well as expressing an in-
terest in a strong and coherent EU supported by the united voice of the
EEAS. The Slovak MFA is also not immune to the financial troubles on
the one hand, but, on the other hand, national diplomacy has not faced
a serious economic crisis as some other Member States have, which is
why it provides the analysis with an objective background. The analysis
is based on the combination of the contemporary trends and direction
of Slovak national diplomacy as well as its reaction to the Lisbon Treaty
and the various aspects of the EEAS.

The so-far experience of Slovakia and the demonstration of its opportu-
nities and perspectives shall provide the aspirant states of the Western
Balkans with the necessary information in order to make their national
diplomacies be prepared to take full advantage of the new Europeanised
diplomatic setting. The analysis of the lesson, which Slovakia has gone
through do far might be taken as an advice paper for their diplomacies

* The article stems from the Master thesis with the title : The impact of the European External Action
Service on the national diplomacy of small EU Member States (case study: Slovakia) written under
the supervision of Dr. Monika Wohlfeld at Mediterranean Academy of Diplomatic Studies (MEDAC),
University of Malta, 2012/2013.

In case of an interest in the full thesis, please, contact the author.

ISSN 1855-7694 © 2012 European Perspectives, UDK: 327 (4)
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in order to understand deeper which opportunities the accession to the
European Union will bring to the national diplomatic services.

1. SMALL STATES

When we speak about the small states, which countries do we mean?
Those of the Eastern Enlargement, those with less than 10 population
or with some specific GDP? Since this paper focuses on the national di-
plomacy of small states exclusively, it is necessary to declare how small
states are defined on the international plane as well as in the context of
the European Union. Crowards (2002: 143) argues that no definition is
widely accepted’. As it is further demonstrated, various analytics of state
,smallness’ tend to focus on multiple aspects and emphasized different
attributes of states that not only shows a general lack of global consensus
on the particular defini- tion, but also a silent agreement with a no-
tion that states do not have equal position on the international plane
(Christmas-Moller 1983). One way how to define small states and avoid
defining the specific attributes is a ,negative way of defining’ by claiming
that a small state is a state, which is not a mid- dle or great power (Neu-
mann - Gstohl 2006: 7). According to Steinmetz and Wivel, the most
traditional way is to assess small states based on their capabilities - ,the
possession of - or rather the lack of - power resources in absolute and
relative terms’ (Steinmetz - Wivel 2010: 5). As Lee points out, apart from
defining what small states are not, two traditional ways of fo- cusing on
different attributes of a state are usually upheld by academics: the quan-
titative and the qualitative approach. (Lee 2006). Taking into account
that the self-perception of a state of its opportunities on the internation-
al plane is also influenced by its real capacities, this article upheld the
quantita- tive approach, which is a conventional way of defining small
states taking generally into consideration an absolute unimpugnable
size of a state as geo- graphic, demographic or economic aspect (Ca-
milleri 2007). These attributes constitute the real capabilities of states.
Features such as populations, size of territory or resources are important
due to their explicitly informative contri- bution about the ‘absolute and
relative limitations in these states’ capacity to handle different types of.
challenges’ (Steinmetz -Wivel 2010: 5). Having the ultimate interest to
analyse the impact of national diplomacy, the bedrock for this research
is build on the comparison of diplomatic power based on: ‘
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- number of national missions - number of embassies®
- budget expenditure of the Ministries of Foreign Affairs (MFAs)*
-number of external staff in comparison to the total staff of
the national MFA
-number of diplomatic agents posted abroad.

Besides that the number of votes in the Council of Ministers proposes a
framework of the Member State (MS) ‘s potential to influence the decision-
making. These attributes together frame a valuable picture about the in-
tensity of external representation of Member States as well as a space for
diplomatic activities conducted by diplomatic agents.

Table 1: Comparison of the number of embassies to the total number of national missions

MNational Missions vs. Embassies (model)
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Sources: number of missions - Emerson et al. 2011:141; number of embassies - personal communi-
cation with EU foreign ministries

The figures of the UK, Germany, Spain, Italy and France show a signifi-
cant network of national missions. The comparison with the number of
embassies additionally shows a difference in a grouping division - in case
of comparison of all national missions, Austria, Belgium, Denmark had a
similar diplomatic network as did the Netherlands or even the number of

* Based on the answers personally received from EU MFAs (not an exhaustive list), I compared the
number of embassies to the number of national mission based on the information from Emerson et
al. (2011: 141). The number of embassies is relevant for this type of analysis as the level of the relation
between states is on higher level when the embassy is established and resident.

* Data about the budget, number of national missions and proportion of own nationals within the
number of staff per all MS might be find in Emerson et al. (2011: 141,142). The analysis of the figures
showed that the expenditures of France, Germany, Italy, the Netherlands, Spain and the United
Kingdom is over 400 million € , while Poland’s is approaching this level. Despite the fact that there no
proposed level of expenditures has been found which would be accepted as the deciding level between
small and big states, I propose the level of 400 mil € (+Poland), due to the visible difference between this
line and the rest of the EU Member States.
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the EU delegations (EEAS in the graph) , however, the number of embassies
is significantly lower.

Table 2: Comparison of personnel of national MFAs - the diplomatic agents posted at embassies, all staff
posted abroad and the actual total number of employees of MFAs.
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Source: personal communication with EU foreign ministries

Based on the answers I received from the EU MFAs, the following graph
shows the structure of external representations of Member States and so
suggests the potential diplomatic power. The graph compares the diplo-
matic agents posted at embassies, all staff posted abroad and the actual total
number of employees of MFAs.

Taking into account proposed decisive attributes, states as the UK, Germa-
ny, France, Spain, Italy significantly differ with their diplomatic opportuni-
ties.” The Netherlands and Poland are also excluded from the group
of small states regarding the differences in the budget opportunities
for the former and the votes in the Council for the latter. Both Poland
and the Netherlands demonstrate a similar level of diplomatic power
in relation to the personnel to the EEAS. The rest of the EU Member
States thus fall under the category of small states for this analysis.

* A deep analysis of the attributes and explnative charters are in the Master thesis: Barbora Ondejcikova,
2012. The impact of the European External Action Service on the national diplomacy of small EU
Member States (case study: Slovakia). Malta: University of Malta. pp. 8-20.
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2. NATIONAL DIPLOMACY IN THE NEW MILLENNIUM®

In order to prevent the methodological faults, before searching for the pure
impact of the EEAS on national diplomacy, the other external elements
which have modified the traditional national diplomacy shall be taken into
account:

- 'The vector of diplomacy was influenced by new actors as interna-
tional organisation and transnational corporations (Leguey-Feilleux,
2009: 57,58).

- Multilateralism, a new type of negotiating among states prompted by
globalisation and global interdependence, has also made an impact
on the new subjects of foreign policy. Issues which were considered
to be within the purview of domestic foreign policy are nowadays
dominant at international conferences due to their importance on
the world politics (Jazbec, 2001: 81, 82; Kleiner 2012:14,15)

- 'The development of technology and a new form of a communica-
tion is considered to be one of the major transformers of the tra-
ditional form of diplomacy. New technologies developed higher
interconnectedness, ever-faster travelling and exchange of commu-
nication, manageable logistic manageable, simultaneous translations
and transcription of proceedings (Jazbec 2001: 81; Leguey-Feilleux,
2009: 85).

- The impact of the economic crisis and economic issues in general
can be seen even in the broader context as a recent general devel-
opment determining a trend in the structure of national diplomacy.
Limited funds available for foreign ministries influence the calcula-
tion and limitation of the diplomatic personnel and missions abroad
(Leguey-Feilleux, 2009: 146).

- The role of contemporary diplomats as a human factor of diplomacy
has fundamentally changed as well due the impact of global develop-
ments. New technologies influence the fact that the informative task

¢ There are various definitions and perceptions of national diplomacy which might be followed (Leguey
- Feilleux (2009:1), Nicolson (1998:4-5); Berridge (1995:1), Kleiner (2010:1), Batora (2003:6), Roberts
(2009:3) and this article does not discuss them here in detail however, it is crucial to emphasise that
while speaking about the national diplomacy, we do not mean the foreign policy as such but rather the
instrument for pursuing the interests laid down by the foreign policy maker. That is why the impact of
the Common Foreign and Security Policy on foreign policy of Member States is not taken into account.
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is much less exclusive since headquarters can obtain information
also from other sources. Globalisation also influenced diplomats by
requiring them to improve their language and IT skills as well as
public speaking (Pesko 2007: 191,192).

- A special and crucial impact was laid by the European Union as
such. The European integration has been transformed under the
pressure of global processes and needs as well. As European inte-
gration has changed, so to have the features of the European plane
evolved (Adler-Nissen 2009: 140). In its infancy, the European com-
munity was perceived as being owned by the Member States, which
has changed significantly. 7 National MFAs do not stand in a posi-
tion of ‘gatekeeper’ (Spence 2009: 241)8 anymore and it is the EU
and its policies which influence the direction of MFAs of Member
States. The development of European integration has significantly
influenced the national foreign policies and so too national diplo-
macy. The fact that national foreign policy is in decline triggers also
a decline of the national diplomacy (Spence, 2009). However, the
question if the national embassies are needed at all does not seem to
be actual. The bilateralism proved its added value in particular func-
tions such as public diplomacy, economic and commercial interests
and analytical reporting, for which states need a diplomatic presence
and knowledge of the particular area. Even small states have kept a
significant number of national missions in the EU area and some
states like Ireland and Finland expressed their interest to in estab-
lishing missions in all Member States. EU integration also activated
more intense cooperation and communication between Member
States (Pajtinka 2006: 62-70).

7 Different views of liberal intergovernmentalism and multi-level governance on the role of Member
States in the European integration. Compare i.e. :

Andrew Moravcsik. (1993). ,Integrating International and Dimestic Politics: A Theoretical Introduction,
in P. Evans, H. Jacobson -R. Putnam (eds), Double Edged Diplomacy: Interactive Games in International
Affairs. Berkley CA: University of California Press.

Hooghe, L.- Marks.G. (2001):. Multi-Level Governance and European Integration. Boulder: Rowman
& Littlefield.

8 A term of ,gatekeeper” is used also by Brian Hocking. See Hocking, B.-Spence, D. eds.,. (2003): Foreign
Ministries of the European Union: Integrating Diplomats. London: Palgrave Macmillan.
or Hocking, B. ed., (1999).: Foreign Ministries: Change and adaption. London: Palgrave Macmillan.

95



BArRBORA ONDEJCIKOVA

While assessing diplomacy and the goals of small states, we have to take
into account that they ‘face a different set of challenges than major powers’
(Batora 2005: 6). According to Batora, small states are mainly challenged by
an attempt to receive recognition by the rest of the world [...]’ (Batora 2005:
6). Therefore diplomacy is a fundamental tool of the foreign policy of small
states in order to stay active on the international plane. As ambassador
Jazbec argued, ‘diplomacy remains an indispensable tool for small states,
but the way it operates and the substance it transfers, have changed sig-
nificantly’ (Jazbec 2010: 66). Despite the importance of the conduct of the
diplomacy, small states generally face a lack of resources and constraints on
their diplomatic corps abroad. (Jazbec 2010: 73). These are two basic pre-
conditions, which determine the structure and organisation of diplomacies
of small states.

The following model graph illustrates the proportion of diplomatic agents
per total number of employees at the national MFA MS and signifies a
much higher proportion of diplomatic agents posted at the embassies to
the total number of employees of the national MFA than in the case of rep-
resentations of bigger states (Germany, Spain) and shows that bigger states
do employ a much wider scale of administrative-technical staff and local
forces that enable diplomats to focus on diplomatic tasks. As is analysed in
the case study of Slovakia, diplomats of small states are overburdened with
other tasks such as administration or consular affairs limiting the scope of
diplomatic activity.
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Table 3: Comparison of posted diplomatic agents to total number of staff of EU MFAs

Posted diplomatic agents vs. Total number of MFA employees(model)

B Diplomatic agents Total number

Source: personal communication with EU foreign ministries

Changes in diplomacy include also a sectoral expansion of diplomacy, in-
cluding economic or cultural diplomacy (Kurucz 2007). Economic, cultural
but also public diplomacy is very relevant especially for small states. Detail
analysis, changes and character of cultural, economic and public diplomacy
are shown in the case study of Slovakia.’

3. THE EEAS - INNOVATIONS, PERSPECTIVES & IMPACT

The European External Action Service is a young institution just ready to
blow its second candle of the birthday cake. Based on the fact that the EEAS
was just launched in 2010, it is still finding its path. However, I suggest that
it is not reasonable for national diplomacies simply to wait multiple years
and then focus on the past impacts and lost opportunities. The recruitment
process, build up of the new diplomatic culture as well as the daily coopera-
tion between the EU delegations and the national representations show a

° A detail analysis of evolution and current state of the modern diplomacy of small states in Jazbec
(2001).
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new shift which might be of the strong interests of the small national di-
plomacies with the limited resources as showed later on.'® When it comes
to relation between Member States and the EEAS, two essential basic rules
shall be mentioned. One third of the EU diplomatic corps shall be recruited
from the national diplomacies of Member States, while the rule of mean-
ingful representation and the geographical balance shall be upheld (Coun-
cil Decision 2010/427/EU (10))."! Besides that, based on the declarations
13 and 14, the EEAS as such also does not affect the right of Member States
to decide on the directions, structure or work of their national diplomacies
(Declaration 13 2010: (1-2), Declaration 14 2010: (1)). This indicates that it
is up to Member States if they decide to modify their diplomatic structure
based on the possibilities what the EU delegations propose them, or they
maintain fully-established embassies in capitals.

The new diplomatic service was established as a sui generis autonomous
institution (Council Decision 2010: 1(2)). The structure of the EEAS is
divided into two main elements : a central administration with its head-
quarters in Brussels and EU delegations and offices established in receiving
states or accredited to international organisations around the world (Coun-
cil Decision 2010: 1(4)). EU Delegations are an important element of the
EEAS representing the whole EU and constitute an integral part (Final
Act 2010) of the new diplomatic service. Before the Lisbon Treaty, delega-
tions worked under the authority of the European Commission. According
to David O’Sullivan, Chief Operating Officer, this transition from delega-
tions into the EU delegation with new role and tasks is considered to be a
success, which is thanks in large part to the cooperation among the EEAS
staff and also Member States (O’Sullivan 2012: 6). One year after launch-
ing of the EEAS, 140 EU delegations and offices are established around the
globe employing 2060 personnel (European External Action Service 2011b:
(21)). EU delegations also enlarged their tasking in political roles and es-
tablished political departments or their reinforcement (EEAS 2011b: (16)).
But what has it brought to the national diplomacies?

1 The master thesis analysed also the Presidency of the Council of Ministers, however, this part is due
to the space limitation excluded in this article.

' The fear of under-representation was shown by the joint letter of the V4 countries (Slovakia, Czech
Republic, Hungary and Poland), who significantly strongly insisted on a proper representation for all
countries by circulating a non paper to the EU headquarters stating that ,The eventual lack of [member
states] involvement in shaping and implementing policies could lead to the loss of their interest in EU
foreign policy and could even result in a widening gap between EU and national policies,  The position
was afterwards supported by Austria, the Baltic countries, Bulgaria, Cyprus, Greece, Malta, Portugal,
Romania and Slovenia

The quotation of the letter originates from Rettman, A.(10 March 2010): New EU states make bid for
more diplomatic clout. euobserver.com available at http://euobserver.com/18/29651 (10 August 2012).
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What appeared to be a very influential element laying an impetus specially
to the cooperation between the EU delegations and national missions, de-
spite being not very famous on the academic place, are non-binding Guide-
lines for EU cooperation in third countries and Guidelines for EU Political
Demarches, which were accepted under the Polish Presidency and provide
missions with practical guidance (EEAS 2011b: (16)). The Guidelines for
EU cooperation in third countries specify more relevant elements. The fol-
lowing part showcases the adopted non-binding provisions.

o Information Processing define among others a task of the EU delega-
tion to gather information and share them with the national missions
on a regular basis (political, regular weekly reports, reports concern-
ing sectoral policies, press clippings (EEAS 2011a: 1,2), to coordinate
preparation of joint reports or develop a common EU calendar. Fur-
thermore the sharing of reports and sensitive documents is supposed
to be a part of the cooperation after creating a secure communication
system. The guidelines also advice MS to share information and re-
ports with the EU delegations (EEAS 2011a: 1,2).

o Internal EU Coordination should include regular meetings at vari-
ous levels (Heads of Missions (HoM) - at least one a month, deputy
HoM, Political Counsellors, Trade Counsellors, etc.). With respect to
smaller national missions, it is explicitly recommended, that meet-
ings should not overlap. Minutes are sent by EU DEL to all missions
accredited to a country, non-residents included. Apart from formal
meetings, informal specialist thematic groups shall be set up to sup-
port exchange of information. Both EU DEL and national missions
shall come up with new opportunities and visions about potential syn-
ergies, i.e. infrastructure, pooling and sharing, etc. (EEAS 2011a: 2,3)

Furthermore, in order to improve the safe communication between EU
DEL and national missions, the new communication system ACID has
been installing. As outlined in the particular case studies, exchange of in-
formation faces challenges thanks to problems in sharing a sensitive infor-
mation as a safe electronic communication system was not in use.
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4. CASE STUDY: SLOVAKIA'?

Let’s look now at the case of Slovakia and analyse the changes, perspec-
tives and risks it faces while taking into account its real constraints and
interests of contemporary national diplomacy. To understand the impact of
the national diplomacy of Slovakia, general developments and trends need
to be taken into account. Membership in the EU as such also made an im-
pact on the national diplomacy. After successful accession to the EU, new
importance was given to the need of a proper representation towards the
media and the public (Ministry of Foreign Affairs of the Slovak Republic
2006) as well as the economic and cultural dimension of the foreign policy.
One of the first impetuses was given to cultural diplomacy as membership
created a new space for national representation and also increased demand
for Slovak culture (MFA SK 2007). The attention must be though given to
constraints of the national diplomacy as a burden standing in front of the
national diplomacy being dedicated to the main areas of interest. The im-
pact of the EEAS is then illustrated by the monitoring of the steps since the
establishment of the EEAS.

Table 4: Structure of personnel at the MFA SK. Information is to the date: 30 June 2012.

Amount of all personnel 1138
atthe MFA (2012) Headquarters Abroad
453 685
Diplomats posted at diplomatic 375

missions

Source: personal communication with the MFA SK

12 Slovakia, an independent country since 1993 and a EU MS since 2004, with its 5 million population,
7 votes in the Council, 63 acredited embassies and 1138 total staff of MFA (2012) belongs to the group

of small EU MS.
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Table 5: Network of Slovak national diplomacy 2012

Embassies 63
Consulate-General 9
Special missions 7
Slovak institutes (cultural representation) 8
Honorary Consulates 166

Source: personal communication with the MFA SK

Slovakia, as a small state, tackles a general problems of the national diplo-
macies of the same kinds. The lack of personnel and their overburdening is
demonstrated by the following figures.

Average activity at a diplomatic mission

Figure 1: Average activity at a diplomatic mission

Average activity at a diplomatic mission

® diplomatic agenda

i administrative agenda
® financial agenda

B consular agenda

H operative agenda

Source: Pesko 2008: 25

Personnel per mission (Pesko 2008: 31)"

- 55-60% of all diplomatic missions employed 1-3 personnel
- 30-35 % employed 4-5 personnel

- 9-12% employed 6-8 personnel

- 15-18% employed 9-19 personnel

- 1-3% employed more than 19 personnel

' Figures are in the relative approximate terms due to the information taken from the graphs.
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Diplomatic agents per mission (Pesko 2008: 31)

- 36-38 % missions employed 2 diplomats

- 33-36 % missions employed 3-5 diplomats

- 12-15 % missions employed 1 diplomat

- 8-10 % missions employed 6-9 diplomats

- 2-4 % missions employed more than 9 diplomats

On average, one diplomatic mission in 2008 contained approximately 3.7
diplomats and 1.6 ATS (Pesko 2008: 30). However, 1-2 diplomats worked at
45 embassies (so-called mini-embassies) which is 51.7%. This figure is con-
sidered to be a very low number based on the analyses which showed that
small diplomatic missions should involve 3-5 diplomats in order to work
effectively (MFA SK 2008: 45).

4.1. CURRENT SECTORAL TRENDS OF NATIONAL DIPLOMACY

New interactions with multiple actors, such as EU states, 3rd countries,
transnational corporations and non-governmental institutions, as well as
the evolution of technologies, the role of media and the abovementioned
European integration and changing role of diplomacy also influenced the
sectoral priorities of the diplomatic corps. Apart from the necessary obliga-
tory services for citizens (consular activity), the three main sectors of the
national diplomacy are economic, cultural and public.

Economic diplomacy

The centrepiece of the current government is economic diplomacy, which
should support mainly international trade (export), attract foreign direct
investment and tourism (Government of the Slovak Republic 2012: 8). This
is also due to the fact that Slovakia is a small state with an open economy.
Besides that, economic interests are more and more in the centre of the
agenda because of the stable political surroundings guaranteed through
membership of the EU and NATO (Pajtinka 2007: 77-84). The central role
of economic diplomacy was enhanced through the integration of economic
diplomats at the MFA. ,The fulfilment of the aims of economic diplomacy
has become a day-to-day priority for all diplomats, who concentrate on
providing services and effective support to entrepreneurial entities of SK
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abroad’ (MFA SK 2012). "* This goal led to the strengthening of the econom-
ic representation in China, India, USA and Ukraine as well as the transfer
of diplomats from EU missions to Argentina, Brazil, Iraq and Indonesia
(MFA SK 2012). In order to improve the effectiveness of the processes of
economic diplomacy, the Minister of Foreign Affairs of SK and the Minister
of Economy of SK signed an agreement on 1 August 2012, where the clear
division of competences and tasks was proposed (MFA SK 1 August 2012).

Cultural diplomacy

General political stability supported the orientation of the national diplo-
macy and increased the attention given to cultural diplomacy. Cultural di-
plomacy is important especially for small states that do not have many other
instruments to make themselves visible on the international plane. In har-
mony with instruments of public diplomacy, cultural diplomacy fosters the
building of a brand name and identity for the country (Pajtinka 2007). An
intensification of cultural diplomacy has been recognised especially during
last 5 years fostered also by becoming a member to the National institutes
for culture in 2007 (MFA SK 2008: 41). The cultural diplomatic dimension
also complements the goals of economic interests, especially in promoting
the country as a tourist destination, which features among the priorities of
the Slovak foreign service. However, the activity of the cultural diplomatic
department is limited due to financial constraints (Pajtinka 2007: 83).

Public diplomacy

Since successful foreign policy nowadays cannot ignore public opinion,
MFA lays emphasis on both communication with the Slovak public and
the perception of external subjects. Despite the fact that public diplomacy
is not a new invention on the diplomatic plane, the MFA started to dedicate
more attention to this issue in 2008 following the inclusion of public diplo-
macy as an independent topic on the agenda during meetings of ambas-
sadors in 2009 (Grivna 2010). The positive image was also further fostered
by redesigning the website of the MFA (2009/2010) in a more attractive and
interactive way (MFA SK 2009: 26). In order to support the coherent rep-
resentation and name of Slovakia, MFA has been working on the building
of ,the identity of Slovakia® and ,brand of Slovakia‘(MFA SK 2009). One of
the central priorities of public diplomacy is the ,creation of the functional

'* Translation provided by author. The part , Fulfillment of aims of economic diplomacy has become
day-to-day priority of all diplomats’ is graphically emphasized in the original version of the document
(in bold).
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mechanism of coordination of projects or activities and territorial strategy
including specific programmes for countries of priority interests’ (MFA SK
2009). This idea was also engendered by the establishment of the Council of
the government for the united representation of Slovakia whose secretary-
general falls under the authority of the MFA (MFA SK 2010). In order to in-
tensify communication with its own citizens, the MFA opened a profile on
the social medium - Facebook on 12 April 2011 (MFA SK 21 April 2011).

4.2. SLOVAK APPROACH TO THE LIsBON TREATY AND THE EEAS

Slovakia considered the Lisbon Treaty to be a positive step towards the
effective pursuit of its interests as it brings new options and instruments
(MFA SK 2008: 30). Apart from the tools created by the Lisbon Treaty, Slo-
vakia recognises the benefits of sending Slovak nationals within the EU
structures, which is illustrated by the high effort and interest in their re-
cruitment. The year of the Lisbon treaty - 2007 - was also considered to be
a success for Slovakia not only due to the signing of the Treaty but also by
reaching a level of 190 Slovak employees at the EU Commission (MFA SK
2008). The Slovak MFA prepared in 2008 specific academic material which
should improve the preparedness of Slovak nationals for the recruitment
process. The material features in the long-term interest of the Slovak MFA
to increase the number of Slovak officials within the EU in order to improve
the position of Slovakia within the union (MFA SK 2008: 35). This also
implies an interest in having a high proportion of Slovak diplomats within
the EEAS structure as subsequently mentioned. This was followed by the
organisation of the international conference dedicated to the topic of the
recruitment of Slovak nationals in the EU (MFA SK 2009: 42).

The Lisbon Treaty furthermore brought clear rules on the external relations
which Slovakia welcomed due to their benefit to stabilisation of the interna-
tional environment which is essential for small states (MFA SK 2009: 44). Slo-
vakia also gave the highest importance to the establishment of the EEAS be-
cause of the cooperation and interaction with diplomacies of Member States
introduced by the Lisbon Treaty. Slovakia like other small states supported
the idea of the 1/3 proportion of national diplomats as well as the geographi-
cal balance and meaningful representation of all Member States (MFA SK
2010). In order to implement the Lisbon Treaty and set up the EEAS properly,
the MFA conducted several videoconferences between the headquarters and
the Permanent representation of SK to the EU in Brussels dedicated to the
preparation of the EEAS (MFA SK 2010: 36). The MFA also expressed an
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interest in 2009 to further improve the quality of potential candidates and
support their sending to the institution of the EEAS (MFA SK 2010: 37).

2010, the year the EEAS was launched, was very relevant for Slovakia as the
(then) former Minister of Foreign Affairs Miroslav Lajcak was appointed
by Catherine Ashton as a Managing Director for Russia, Eastern Neigh-
bourhood and the Western Balkans (December 2010 — April 2012). This
was significant due to the added value seen by the Slovak MFA in better
reaching its priority areas (Balkan and the Eastern partnership) .Miroslav
Laj¢ak was appointed after the national elections of 2012 as the vice-presi-
dent of the government and the Minister of Foreign Affairs of SK and so left
the post of the EEAS (MFA SK).

In order to improve the quality of knowledge of Slovak diplomats as can-
didates to the EEAS and other international organisations, MFA SK organ-
ised a preparation course consisting of 6 workshops and 2 lectures at the
end of the year 2011. Apart from that, a database of potential well-prepared
candidates was established (MFA SK 6 July 2012).

Furthermore, the new impetus given to the interest of the Slovak MFA to
second national diplomats to the EEAS, the potential added value of the
EEAS triggers reform thinking also in terms of more efficient external rep-
resentation and potential seen in so-called Europe Houses. The establish-
ment of Europe Houses is a widely discussed topic after the launching of
the EEAS in order to enable states to decrease financial expenses as well as
to be represented in areas of necessity but not the highest national interest.
Secretaries-General of the MFA of the EU MS discussed in October 2011 a
potential concept of pooling and sharing of expenses, which could be man-
aged by the Europe Houses. Slovakia recognises the potential of the Europe
Houses especially in places where Slovak diplomacy would need just 1-2 rep-
resentatives. Currently, Slovakia considers to the possibility of sharing build-
ings with the diplomatic missions of the Czech Republic. Also, new steps
towards a joint mission of the Visegrad Group took place (Ivan, M. 2012).

The analysis indicated a newly increased interest in the national representa-
tion in the EU thanks to the opportunity brought about by the EEAS. De-
spite the fact that Slovakia has had a long-term interest in a high proportion
of representatives and officials within the EU institutions, the Lisbon Treaty
and the EEAS gave an impetus to the thinking about further potential rep-
resentation in the new diplomatic service. Slovakia also embraced the idea
of the Europe House, despite the fact that it has not yet been concretised.
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4.3. COOPERATION BETWEEN SLOVAK EMBASSIES AND EU DELEGATIONS

In order to illustrate the relationship between the national representations
and EU delegations, I have evaluated the reports issued by the heads of
Slovak diplomatic missions to the Ministry of Foreign Affairs of Slovak Re-
public.® The research conducted by the MFA in 2011 showed that
there was a variety of relations between EU delegations and embas-
sies in third countries up to 2011 in areas of ‘meetings of the Heads
of Missions, exchange of information, coordination of positions,
common statements’ (Ruzicka - KarvaSova 2012: 229-232) in order
to investigate the changes after the establishment of the EEAS and
especially after the introduction of guidelines. In general, the major-
ity of missions reported an improvement in the cooperation with the
EU delegation,® especially in the field of exchange of information
and coordination of events. In some cases, heads of national mis-
sions pointed to the added value of the briefings and information
provided by the EU delegation which has better access than a small
diplomatic mission does (lvan, M. 2012). Furthermore, | directed the
research on countries where cooperation had not worked well before
the changes.

16 assessment reports from the Slovak embassies about the current
cooperation (2012) were personally analysed. 12 out of 16 expressed
satisfaction/improvement with the cooperation within one or more
areas - exchange of information, regular meetings of HoMs and co-
ordination of activities by the EU DEL. 4 missions cited problems
which arose from greater bureaucracy or technological problems in
exchange of information. In majority they declared that the processes
should improve when installing the communication system ACID.

The following table shows a cases where an improvement was indicated.

'* National diplomatic delegations were asked by the MFA to assess the cooperation with the EU
delegation in the receiving country, if there was a change after the setting up of the EEAS and specifically
after the introduction of rules of cooperation by Guidelines for EU Political Demarches and Guidelines
for EU cooperation in these countries which suggest cooperation between the mentioned units.

' Confirmed also by H.E. Peter Svitek, Slovak ambassador in Vietnam. (Svitek, P. 2012).
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Table 7: Comparison of modifications of cooperation between the EU dEL and Slovak embassies

before and after adoption of the non-binding guidelines.

Embassy/Year 2011 2012
the amount of HoD meetingsisnot ./ the cooperation with the EU delega-
sufficient, tion as significantly better in more
exchange of information is on the areas: the EU delegation informs the
level of the bare minimum, and mission on a regular basis, provides it
Ottawa coordination of positions is weak. with daily monitoring of local media’
and ‘weekly overview of the events in
common statements were on a the country with a commentary’
good level
meetings of HoM on regular/ad The guidelines were accepted and
hoc level, used as rules for cooperation which
exchange of information and coor- led to a discussion about the ex-
dination of positions weak, MS are change of experience (i.e. exchange
informed about common positions of practical contacts as i.e. for cater-
too late and without previous con- ing), the possibility to coordinate
sultation. sending of mails to the Israeli MFA
) due to the significant distance of
It_eakage of the e>.<change_ gf informa- 80km, sharing of cars.
tion to the Israeli authorities.
A noticed improvement in the ef-
ficiency of electronic communication
. between the delegation and embas-
Tel Aviv sies. As in the case of Canada, the
delegation started to provide mis-
sions with reporting twice a day.
despite the fact that changes indeed
led to intensive cooperation, they
did not bring a systematic change
in work. It was expected that it will
enable national missions to foster
economic or cultural diplomacy, it
has not proved to be the case so far
though
satisfaction with the exchange of improvement thanks to the guide-
information, regular meetings of lines in exchange of information and
HoMs, joint statements were on a the development of the ACID system,
sufficient level. information is provided on a regular
the coordination of positions was manner and joint activities are coor-
Beijing weak dinated.

HoM expects a further improvement
with the installation of the ACID
system

Source: The information of 2011 originates from RuZi¢ka - Karvasova 2012: 230,231. The information

of 2012 stems from the analysis of the evaluative reports - Embassy of Slovakia in Canada 2012,
Embassy of Slovakia in Israel 2012. Embassy of Slovakia in China 2012
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FURTHER PARTICULAR CASES

Other specific cases of cooperation:

- Australia: New activity of regular lectures held by the ambassadors of
the EU MS at a prestigious University in order to introduce European
integration and provide further information (Embassy of Slovakia in
Australia 2012).

- Malaysia: A potential exercise to share burdens of local services in or-
der to decrease costs (Embassy of Slovakia in Malaysia 2012).

- Nairobi: In the case of Kenya, feedback shows an absolute inadequacy
of the work of the EU DEL in comparison with the fact that EU is the
biggest donor in Africa. Member States are uninformed, the group of
consuls is led by an official of the EU DEL without any experience in
this field and the EU DEL is overburdened with bureaucracy. Apart
from that, the delegation cannot work with full efficacy due to the fact
that bigger states (UK, DE, NL, SE) slow down the process of coordina-
tion (Embassy of Slovakia in Kenya).

Three case studies showed an improved cooperation between the EU DEL
and embassies in terms of better coordination, communication, exchange
of information as well as new ideas on the common sharing to decrease
costs and wider space for bilateral cooperation of Slovakia as a small state."”
Further examples, however, also illustrated the specific nature of
particular countries and delegations, which is why nationalities of
small MS shall not simply speed up the general accommodation to
the new EU diplomatic structures as fast. In general, the exchange
of information and coordination of activities is largely well set up.

Apart from general rules, how the delegations and Head of Missions shall
exercise their competences, there are cases which show that it often de-
pends on the personal approach. In the case of Russia, the Slovak mission
reported that the Head of Delegation does not belong to the leading person-
alities and during the meetings and negotiations, the HoD often supports
the Spanish opinion (his country of origin). Reports showed a completely
different case in Mexico, where the Head of Delegation lays a high empha-
sis on cooperation with Member States and takes into account all opinions
and positions in an equal manner (Embassy of Slovakia in Mexico 2012).

17 Confirmed also by H.E. Peter Svitek, Slovak ambassador in Vietnam. He explicitly mentioned wider
space for activities in terms of time. (Svitek, P. 2012).
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These cases indicate that despite the fact that the approach of the
EU DEL should be based on the same rules and manners, there are
differences emerging due to the personal characteristics of the lead-
ing personnel. It is also worth adding that in the case of EU DEL in
Russia, complaints were also made on the inability of members of
the delegation to speak Russian which constitutes a problem while
negotiating with the national government (Embassy of Slovakia in
Russia 2012). These relatively minor but very practical issues con-
strain the possibility of Member States to adapt to the new opportu-
nity to exploit the added value of the EEAS.

4.4. DIPLOMAT AS A HUMAN FACTOR OF DIPLOMACY

Personal changes are shown by the applications and acceptance of the Slo-
vak candidates. The Slovak MFA had the ambition to send 14-17 national
diplomats to the EEAS. So far, there are 9 diplomats, one of whom is the
Head of the EU Delegation in Libya - Peter Zsoldos. The recruitment pro-
cess'® and the opportunity of the EEAS posts triggered the establish-
ment of the educational course for diplomats as stated previously.
Statistics also showed a relatively low acceptance of Slovak diplo-
mats and national experts ( Permanent Representation of Slovakia
to the EU 2012).%° Currently, 9 Slovak citizens (3 personnel from
the EU institutions, 6 national diplomats) are hired within the EEAS
structures (MFA SR 6 July 2012).

The recruitment process showed a lack of managerial knowledge.
Also the fact that emphasis is placed on experience with the financial
aspect of the world, the diplomats from Slovakia (and other small
states) were at a comparative disadvantage (Ivan, M 2012). Apart
from that a skill to analyse a problem, presentation and communi-
cation skills, deeper knowledge of the EEAS as well as the ability
to work in a team were also assessed to be at an insufficient level
Ruzicka - Karvasova 2012: 242 - 243).

'8 Conditions of recruitment and the grading system are illustrated in Ruzicka - Karvasovd, (2012: 252)

1 Despite the fact, in comparison with other comparable states (Slovenia - 8 diplomats, Czech Republic
-22 diplomats, Hungary - 18 diplomats), the share is relatively acceptable.
( Permanent Representation of Slovakia to the EU 2012)
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Figure 2: Examples of assessments by the EEAS

communicator and conveyed a solid personality. Mis presentation was somewhat
longwinded and not always to the point. Although he provided a good overview of the
current and future challenges facing the EEAS and the directorate in particular vis & vis
Member States and the multiple interfaces with the Commission in the field of external
relation policies, his statements lacked some vision how to tackle these challenges in the
different political domains.

structured but not always to the point. He could give some stronger arguments with
regard to his motivation. Although he provided a comprehensive overview about the
tasks and challenges for the post in question, his statements on the different policies
connected to the directorate and the EEAS as such were somewhat general and focused
too much on CFSP and CDSP matters with regard to the Lisbon Treaty.

Source: Ruzicka - Karvasova 2012: 249

However, Slovakia is gaining new experience thanks to being chosen along
with Austria as the representatives of Member States in the Consultative
Committee on Appointments on the highest level. This experience im-
proved the knowledge about the recruitment processes and the require-
ments on the diplomats (Ruzicka, F. 2012).2° As the Head of the Perma-
nent Mission of Slovakia to the EU recommended, it should improve
the quality of the Slovak candidates to the service by the systematic
studying of both the language and the EU agendas (Permanent Rep-
resentation of Slovakia to the EU). The recruitment process lays em-
phasis on the languages - French and English, which is less advan-
tageous for smaller states as Slovakia due to their relatively lower
skills in this respect.

In the case of the change in the diplomatic culture and thinking,
the deeper analysis will need more time, however, certain changes
brought about by the experience are already being noticed. At the
MFA of Slovakia it is registered that after the new experience from
the EEAS headquarters of the current Minister of Foreign Affairs,
the daily work at the Slovak capital is more flexible and better in-
formed (Karva3ova, I 2012). Maro§ Seféovic, vice-president of the
European Commission also expected that national diplomats ‘/ent 'to
the EEAS enrich the national diplomacy in the practical experience
from the functioning of the EEAS, the EU as such and they bring a
new European dimension to the national service (Seféovi¢, M. 2012),
which is also due to the specific nature of temporary agents, who do

2 General director Franti$ek Ruzicka was appointed as a Member of Consultative Committee on
Appointments.
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not become permanent personnel of the EU (KarvaSova, L. 2012).
This can be also seen in the change in priorities of the current min-
ister of foreign affairs Miroslav Lajcak. As he stated in an interview,
in comparison with his first term as the Minister of Foreign affairs
(2009-2010), after participating within the structure of the EEAS he
sees a strong difference in his preferences. Despite the fact that he
has worked for years as a national diplomat whose work was based
on the classic diplomacy, he feels the change, especially the disap-
pearance of the main importance of political negotiation. ‘Today,
diplomacy of EU Member States, which is not interconnected with
European policies and economic interests of the particular country,
would be only an imitation of the real activity. There are two central
activities, which dominate my agenda, European politics and eco-
nomic commercial diplomacy’?' (euractiv.sk 2012). This change in
priorities and thinking illustrates the impact of the work environ-
ment within the EEAS structure, influence of new competences and
work with wider range of information.

The Slovak MFA supports the employment of its diplomats in or-
der to increase the opportunity of external representation in Slovakia
within the structure of the EU and gain experience and knowledge
in the new type of external relations. Slovakia has had two officials
appointed to important posts of the EEAS. The abovementioned po-
sition of Miroslav Lajcak and the post of the Head of Delegation
in Libya currently held by Peter Zsoldos. These two examples of
distinguished personalities show a potential to have recruited dip-
lomats at the postings of interest for small national diplomacy. 2A
chance of such a posting is supported by the fact that national di-
plomacies and its diplomats generally possess better expertise and
knowledge within the areas of central interests which naturally gives
a comparative advantage to the diplomats and higher chances of be-
ing posted at the location of interest. national diplomacies miss such
distinguished and experienced diplomatic personnel, but the added
value of Slovak representation and new experience and expertise
to national diplomatic service outweighs the disadvantage of brain
drain. (Karvasova, L 2012).

! Translation is provided by the author.
2 see (Ondejc¢ikova 2012: 130-132)
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CONCLUSION

As the article stipulated, Slovakia faces the constraints of Slovak national
diplomacy due to the limited financial resources and personnel capacity
especially in the overseas missions. In order to maintain an effective dip-
lomatic work, the reform of the daily tasks of diplomats would need to be
modified. The real limitations of diplomatic corps constituted the base of
the further research. The European External Action Service gave though a
further new impetus to the interest of Slovakia to be represented in this Eu-
ropean diplomatic service and stimulated the educational workshops and
awareness of a need to improve both the language and managerial skills
of national diplomats. Diplomatic brain drain was not significant and rel-
evant. Despite the fact that the recruitment of especially high-profile dip-
lomats brings a temporary diplomatic loss, new expertise and knowledge
bring added value to the diplomat itself as well as in return to the national
diplomacy by better understanding the international relations on a differ-
ent level. Diplomats also bring back new habits and routines influenced by
the work in the European diplomatic structure. The example of the work
of the current Minister of Foreign Affairs, Miroslav Laj¢ak, demonstrates
this impact well. The most significant impact and mutual relation is already
visible in the cooperation between the EU delegations and the national
embassies. As the majority of Slovak evaluative reports recorded, and the
examples from the embassies in Canada, Israel and China illustrated, a
significant improvement in cooperation emerged after the adoption of the
guidelines and a further step is awaited after the installation of the ACID
system. The work of EU delegations gives added value to the embassies of
Slovakia in terms of information and daily monitoring as well as a chance
to participate in the joint events, which gives national diplomats a chance
to promote Slovakia as well as enlarge the diplomatic network of contacts.
On the other hand, case studies proved a need to pay attention to particular
locations as certain burdens and constraints emerged in terms of both tech-
nological burdens and a role of different skills and approaches of Heads of
Delegations based on a comparison of embassies’ reports from Mexico and
Russia. If a recommendation to Slovakia were to be given, new evaluative
reports should be conducted in order to analyse not only the processes but
also to consider new options seen by the diplomats on the ground, which
is especially important due to the fact that headquarters realises changes
thanks in large part to the feedback from overseas missions. This enables
Slovakia to take greater advantage of the current and potential impact of
the EEAS as well as to prevent hurried and broad evaluations of the benefits
and limitations of the EEAS.

112



THE ImpAcT OF THE EEAS oN THE NATIONAL DIPLOMACY OF SLOVAKIA As A CASE STUDY OF SMALL
EU MEemBER STATES - AN ADVICE PAPER FOR THE ASPIRANT EU CouNTRIES OF THE WESTERN BALKANS

What shall the aspirant EU countries of the Western Balkans learn from
the case of Slovakia? Example of Slovakia demonstrated an interest of small
countries to send the national diplomats to the EEAS structures due to the
benefits of the knowledge and experience than the temporary loss of brain
drain. However, to do so, an increased personal abilities of candidates must
be achieved in various aspects of the work. In order to succeed it is essential
to include the educational courses in order to improve the quality of the po-
tential candidates. Furthermore, the adoption of the guidelines and instal-
lation of the ACID communication system has enhanced the cooperation
among the embassies and delegations and increased the ‘services” from the
side of the EU DEL. This brought an added value to the small embassies
which face often the lack of personnel. As it was illustrated, some ambas-
sadors have expressed a potential to restructure the overburdened work of
diplomats, however, it has not taken place yet. Better and more intensive
communication between the national diplomatic headquarter and embas-
sies shall be conducted as it is diplomats on the ground who are able to
assess the conditions objectively. Based on the particular examples when
also the human element was decisive, before taking a unified measure, the
needs and opportunities of individual cases would need to be evaluated. All
in all, the EEAS has brought a new opportunities to small states and if the
aspirant states of the Western Balkans succeed to pay attention besides the
other essential aspects they have been already facing to, also on the needs
of their diplomatic setting, the recognised impacts of the recruitment and
changed cooperation, they might be able to take advantage of the Europe-
anised diplomatic setting rather than catch up with all potential modifica-
tions afterwards.
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ABSTRACT

European Union (EU) has since the beginning tried to develop its military and defence
capabilities independently from NATO. It was not until 1991 and with the deterioration
of situation in the former Yugoslav republics when EU and EU’s public was forced to
face the truth and admit EU’s incompetence and inability to play a more decisive role in
securing peace and stability. With the development of Common Foreign and Security
policy (CFSP), and Common Security and Defence Policy (CSDP) EU has started to be-
come a more decisive actor also in the field of international peace and security. During
the times, EU has learned its future is not in playing a competitive role towards NATO,
but in strong partnership and cooperation. Article identifies and analyses current possi-
bilities for EU as a strong(er) actor in international peace and security. To reach this goal,
historical circumstances for the development of EU military and defence capabilities are
analysed. Current situation and major defectiveness of EU’s military and defence capa-
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INTRODUCTION

European Union possesses strong assets on the political, economic and
diplomatic side. In some fields it has, during the last decade, exceeded
United States’ capacities and abilities. According to the Eurostat (European
Union in the world) EU-27° has the highest proportion of world trade. EU-
27 has been world’s leading contributor to the development aid*. EU has
a strong and well organized diplomatic presence in almost all corners of
the world. However, according to Larsen (2002: 284) what diminishes EU’s
role compared to the USA is a fact EU is not a unitary actor, let alone it is
a conglomerate of 27 different foreign policies. Foreign and security policy
is one area where essential authority remains with the Member States’ gov-
ernments, although the European Commission and, to a lesser extent the
European Parliament, are associated with the process. With the establish-
ment of Common Foreign and Security policy (CFSP) with the Maastricht
Treaty in 1992 and even stronger with the Treaty of Lisbon in 2009, EU
has become a stronger actor in the international field. EU has developed
a unique set of foreign policy instruments. However, what Larsen (ibid.)
emphasizes are false expectations for EU’s full global engagement, not only
in the area of foreign policy, but also in the area of military and defence
capabilities. “The puzzle is, however, that the EU has so far/..../downplayed
the use of military means in its policies” What real reasons and motives
lie behind the before-cited conclusion? Why EU cannot (or aspires not to)
play a more decisive role as a military actor in securing and preserving
international peace and security? When analysing current circumstances
a historical perspective must be taken into account. And also role of the
biggest international player in international peace and security, the role of
NATO. It was not until EU has started cooperating with NATO, when its
military role has also strengthened. EU has learned the solution is not in
exclusion, but in cooperation with NATO, working together for a safer in-
ternational community.

1. CommoN DereNce AND SecuriTY PoLicy (CSDP)

With the establishment of Common Foreign and Security Policy (CFSP),
and even more with the Treaty of Lisbon, EU was given an identity in the

* EU-27 is used in the text to mark European Union with 27 member states, as compared to the past,
prior to the EU’s enlargements in 2004 and 2007.

* Official development aid spent in 2010 by the EU and its 27 Member States rose by about €4.5 billion
from 2009, reaching a total of €53.8 billion, which confirms the EU’s position as the largest and most
generous donor of official development assistance, providing more than half of global official aid (ENPI
Info Center).
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world politics. Member states were obliged to harmonize their foreign poli-
cies. CSDP is an important integral element of the CFSP. Its main goals
are the performance of crisis management operations and the development
of new instruments and goals in order to implement the goals of CFSP. It
is focused on the performance of military and civilian crisis management
operations, not only as responses to armed conflicts, but also as a response
to natural and humanitarian disasters. In 1999 Europe was shocked by the
events in Kosovo, and also with the »European’s lack of capacity to master
that crisis« (Bailes 2008: 115). It was this momentum for the EU to seek for
a new crisis management capabilities to use on its own ground and under
its own control.

CSDP came into being at the 1999 Helsinki European Council, under the
name of European Security and Defence Policy (ESDP). It was renamed to
CSDP with the Treaty of Lisbon. The development of CSDP can be divided
into two phases. First, the period from 1998 until 2002, during which in-
stitutional framework was established and its capabilities were defined; and
second phase, after the year 2002, when CSDP became fully operational
(Skubic 2010: 31). After a relative slow start in 2000-2002, CSDP launched
its initial police and military interventions in the area of the Western Bal-
kans, where many EU members have been active under the NATO um-
brella. Two of the first EU operations® were actually taken over from NATO.
EU’s first non-European mission, Operation Artemis in Democratic Re-
public of Congo in 2003, was placed in a classic peacekeeping context in-
volving a close cooperation with United Nations (UN) (Bailes 2008: 116).

Helsinki European Council in 1999 can be marked as a milestone for the estab-
lishment of the EU military capabilities. The Helsinki European Council stat-
ed: “The European Council underlines its determination to develop an autono-
mous capacity to take decisions and, where NATO as a whole is not engaged,
to launch and conduct EU-led military operations in response to international
crises”’(Helsinki European Council). Among other decisions, member states
have set themselves to establish a defence capability target called the Helsinki
Headline Goal® (HHG). HHG called for the EU to be able to deploy a Rapid
Reaction Force of up to 60,000 combat troops at sixty-day-notice for missions
including crisis management, peacekeeping and peace-making operations. In
June 2004 the HHG was reformed to replace large deployments with a series of
European Battle groups of 1,500 troops, provided either by single nations or by
groups of nations (The European Security and Defence Policy).

*> Concordia in Macedonia and EUFOR Althea in Bosnia and Herzegovina.

¢ also known as Headline Goal 2010.
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As another milestone for the development of EU’s military capabilities Nice
European Council in year 2000 can be identified. In order to be able to
carry out crisis management operations, the EU had to create the relevant
structures and develop the necessary procedures. The required structural
decisions were made at the Nice European Council.

When identifying milestones for the development of CSDP and EU’s mili-
tary capabilities, the Berlin Plus Agreement from 2002 must be mentioned.
With the Berlin Plus Agreement institutional cooperation between EU and
NATO was formalized and has taken a more permanent form. Both organ-
izations have developed institutional framework for cooperation, whose
main goal was the complementary development of their capabilities (Sku-
bic 2010:31).

EU’s motives for the development of CSDP and giving more emphasize to
its military capabilities are debatable. Undoubtedly, not only EU’s desire
to bring peace and prosper to war-thorn countries and regions lies behind
these political decisions. Some authors are more realistic. As Bailes (2008:
119) believes, most of the EU’s motives for adopting the EDSP were self-
regarding in institutional and European political terms, rather than driven
by an urge to help the suffering. “The pattern of missions has been driven
by self-centred motives (competition or balance with NATO, testing of ca-
pabilities) as much as by the calculus of humanitarian impact” (ibid.).

2. CFSP AFTER LisBON

With the Treaty of Lisbon conditions for the further development of more
effective EU’s foreign, defence and security policies were established. The
Treaty of Lisbon has brought a common and a clear understanding of the
Petersberg tasks. With the Treaty of Lisbon “apart from collective defence,
all kinds of military operations one can at present realistically invent in our
global world can all be undertaken in a European context as an ESDP (or
CSDP) operation” (Coelmont 2008:6).

Treaty of Lisbon is not a substitute for previous treaties; it amends and sup-
plements the treaties who have established constitutional framework of the
EU: the Treaty Establishing European community (also known as the Rome
Treaty) and the Treaty on European Union (also known as the Maastricht
Treaty). However, its amends are extensive and thorough, so The Treaty of
Lisbon is also known as the Reform Treaty (Skubic 2010: 42).
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Treaty of Lisbon entered into force on December the 1* 2009, after being
ratified in all 27 member states. With this Treaty EU became a legal entity’,
three-pillar structure of the EU was merged together, however special sta-
tus of the foreign and security policy was preserved. In spite the structural
changes, remains of the former three-pillar-structure are still strong, which
undoubtedly diminishes the effectiveness of the EU as a whole (Bebler
2012).

Three very important provisions in the Treaty for the further development
of the CSDP can be identified:

1. The Treaty contains a political solidarity clause, which is very
similar to the political solidarity clause in the WEU Treaty.

2. Permanent structured cooperation will enable a group of mem-
ber states to take further steps, under the auspices of the EU,
towards integration in developing their military capabilities.

3. In addition, the coherence of the European Union’s actions in
the area of external relations will be decisively improved through
the creation of a new post: the High Representative of the Union
for Foreign Affairs and Security Policy. (The European Security
and Defence Policy).

These amends were supposed to strengthen EU’s consistency and continu-
ity in the field of foreign affairs, in order to make EU play a more effective
role in the international community. With the provisions of the Treaty of
Lisbon, EU has indicated the gradual development of the defence policy,
which might in the future lead to a common defence (Skubic, 2010:45).
There is a clear determination to transform a common defence policy into
an actual common defence as article 28A (2) states: “The common security
and defence policy shall include the progressive framing of a common Un-
ion defence policy. This will lead to a common defence, when the European
Council, acting unanimously, so decides” (The Lisbon Treaty and the mili-
tarisation of the European Union). For the common defence two important

7 Legal entity allows EU to sign international contracts, which is a novelty compred to the past.
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clauses were introduced: Mutual Defence Clause® and Solidarity Clause’;
however the use of military means is not explicitly defined. This marks the
main difference compared to the common defence in NATO (Skubic 2010:
45). However, what must be emphasized is that for those EU member states
who are also NATO members, NATO remains basis for their common de-
fence (ibid.).

Solidarity Clause and the Clause on Mutual Assistance present a compro-
mise solution, which should satisty all of the opponents to the direct intro-
duction of the common defence. Indeed, it is a compromise between the
three streams, first those Member States, who aspired for EU’s commit-
ment for common defence, second those States who wished to retain their
status of neutrality, and third those who see the common defence in the
NATO?’s area of operations (Skubic 2010:46).

The introduction of Permanent Structured Cooperation in the field of de-
fence is an important innovation in the Lisbon Treaty. The preamble to the
Protocol attached to the Treaty that outlines the objectives of Permanent
Structured Cooperation and the criteria for participation speaks of “a more
assertive Union role in security and defence matters” and even of “embark-
ing on a new stage in the development of the European security and defence
policy” (Biscop 2008:5). According to Biscop (ibid.) the Protocol’s Article 1
translates this into two objectives, one general, i.e. to proceed “more inten-
sively” with capability development, and one specific, i.e. to supply (part of)

8 Article 28 A(7) states: “If a member State is the victim of armed aggression on its territory other
Member States shall have towards it an obligation of aid and assistance by all means in their power,
in accordance with Art.51 of the UN Charter. This shall not prejudice the specific character of the
security and defence policy of certain Member States. Commitments in this area shall be consistent
with commitments under the North Atlantic Treaty, which, for those states which are members of it,
remains the foundation of their collective defence and the forum for its implementation” (The Lisbon
Treaty and the militarisation of the European Union).

? Article 188R defines the Solidarity Clause: “The Union and its Member states shall act jointly in a spirit
of solidarity if a Member State is the object of a terrorist attack or is the victim of a natural or man-made
disaster. The Union shall mobilise all the instruments at its disposal, including the military resources
made available by the Member States, to: a) prevent the terrorist threat in the territory of the Member
States; protect democratic institutions and the civilian population from terrorist attack; assist a Member
State in its territory at the request of its political authorities in the event of a terrorist attack; b) assist a
Member State in its territory at the request of its political authorities in the event of a natural or man-
made disaster” (Treaty of Lisbon).
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a battle group by 2010'". Article 2 then states how these objectives are to be
achieved, or in other words what the Member States willing to take part in
Permanent Structured Cooperation should commit to:

- To agree on objectives for the level of investment in defence equip-
ment;

- To “bring their defence apparatus into line with each other as far
as possible”,

- by harmonizing military needs, pooling, and, “where appropri-
ate”, specialization;

- To enhance their forces’ availability, interoperability, flexibility
and deployability,

- notably by setting “‘common objectives regarding the commitment
of forces”;

- To address the shortfalls identified by the Capability Development
Mechanism

- (CDM), including through multinational approaches;

- To take part, “Where appropriate”, in equipment programmes in
the context of the European Defence Agency (EDA). (Protocol on
Permanent Structured Cooperation Established By Article 28 A
of The Treaty on European Union)

Main question regarding the Permanent Structured Cooperation is the ef-
fectiveness of the written. Biscop (2008:5) believes Permanent Structured
Cooperation must be inclusive, allowing as many Member States as possi-
ble to participate, in order to be effective. “PermStrucCoop between France,
Germany, the UK, Spain, Italy and Poland,/...../, would not just ignore the
potential of the other countries and the proportionately large contributions
to ESDP operations of many of them, but, by pitting the “big six” against the
smaller Member States, would be very divisive. Such an idea goes directly
against the spirit of the European project” (Biscop 2008:5).

' »have the capacity to supply by 2010 at the latest, either at national level or as a component of
multinational force groups, targeted combat units for the missions planned, structured at a tactical
level as a battle group, with support elements including transport and logistics, capable of carrying
out the tasks referred to in Article 28 B of the Treaty on European Union, within a period of 5 to 30
days, in particular in response to requests from the United Nations Organisation, and which can be
sustained for an initial period of 30 days and be extended up to at least 120 days.« (Article 1b, Protocol
on Permanent Structured Cooperation Established By Article 28 A of The Treaty on European Union)
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Treaty of Lisbon also provides the definition of the tasks to which the ob-
jectives of Permanent Structured Cooperation must be geared''. It defines
the Petersberg Tasks in more detailed manner: basically all military opera-
tions, across the full spectrum - including ‘the most demanding missions,
as mentioned in the Protocol - except for collective territorial defence.

Permanent Structured Cooperation itself is only a mean towards deploying
Europe’s forces in the service of global peace and security. However, even if
the capabilities are available, political willingness to commit troops where
necessary and to act as EU is the key. And roles and interests of the EU’s
“super-powers” are to be crucial. France under President Nicolas Sarkozy
France suggested the forming of a defence bloc within Permanent Struc-
tured Cooperation made up by the EU’s six largest members that would
“pledge to meet defence-spending targets, to invest in up-to-date military
hardware as well as work together on cooperation projects including com-
mon procurement and furthering operational interoperability” (Toje 2010:
68). However, according to Toje (2020: 69) the plan for a vanguard has so
far proved unrealistic. Spending target was never likely to be met by Spain
and Germany in the short to medium term. General budgetary require-
ments are not as effective as some believe (ibid.). Criteria designed to moni-
tor spending patterns have a mixed track record for achieving concrete re-
sults within a practical timeframe.

3. EU’s MILITARY CAPABILITIES

The debate on European defence capabilities took a dramatic turn in De-
cember 1998 when, at a bilateral summit in St Malo, France and the United
Kingdom agreed that the EU “needs to be in a position to play its full role
on the international stage ... To this end, the Union must have the capacity
for autonomous action, backed up by credible military forces, the means
to decide to use them, and a readiness to do so, in order to respond to in-
ternational crises” (British-French Summit St-Malo, 3-4 December 1998:
Joint Declaration). The St. Malo Declaration laid the political foundation
between France and the United Kingdom, which in turn facilitated the
launch of the ESDP and the formulation of the Headline Goal. Since St.
Malo, the European Union has both developed a headquarters structure to
direct its new military capacity and has also started to gain commitments of
forces to meet the Headline Goal (Military Reform Project).

' Article 28B paragraph 1.
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At the European Council meeting in Cologne in June 1999 member states’
Heads of State or Government declared their resolve “that the European
Union shall play its full role on the international stage. To that end, we intend
to give the European Union the necessary means and capabilities to assume its
responsibilities regarding a common European policy on security and defence.
/.../ The Union must have the capacity for autonomous action, backed up by
credible military forces, the means to decide to use them, and a readiness to
do so, in order to respond to international crises without prejudice to actions
by NATO”. (Cologne European Council 1999).

Six months after the Cologne summit, in December 1999, at the Helsinki Eu-
ropean Council in December 1999 the EU has set a military target known as
the Helsinki Headline Goal. The member states had agreed to by 2003 put at
the EU’s disposal, on a voluntary basis, forces capable of carrying out the tasks
set out in Article 17(2)* of the Treaty on European Union in operations up
to army corps level”® with the necessary command, control and intelligence
capabilities, logistics, other combat support services and additionally, as ap-
propriate, air and naval elements. The forces should be able to deploy in full at
this level within 60 days, with their deployment sustainable for at least a year.

In December 2003 European Security Strategy was adopted. In that time
EU has decided to set a new Headline Goal 2010. Building on the Headline
Goal 2003, it envisaged that the member states will “be able by 2010 to re-
spond with rapid and decisive action applying a fully coherent approach to
the whole spectrum of crisis management operations covered by the Treaty
on European Union” (Headline Goal 2010).

Headline Goal 2010 changed the military focus of CSDP to a more flex-
ible approach. Through battle-groups, the aim was to allow the EU to run
more than one operation concurrently and tackle a number of different sce-
narios. Five illustrative scenarios, encompassing a wide range of military
operations, were prepared:

« Separation of parties by force

« Stabilisation, reconstruction and military advice
to third countries

« Conflict prevention

o Evacuation operation

12 This Article was amended in 2009 with the Treaty of Lisbon.
1350 000 to 60 000 troops
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« Assistance to humanitarian operation (Development Of Euro-
pean Military Capabilities)

Giegerich has analysed all of the five above mentioned scenarios, and came
to following conclusions. First scenario'* involves combat forces undertak-
ing crisis-management tasks, including peacemaking. It entails activities at
the upper end of Petersberg-task spectrum (2008: 19). Second scenario'®
covers peacekeeping, election monitoring, institution building, security-sec-
tor reform and support to third countries combating terrorism. Third sce-
nario'® covers preventive engagement, preventive deployment and embargo,
counter-proliferation and joint disarmament operations. Fourth scenario'”
covers the evacuation of non-combatants. And the fifth scenario covers both
management of the consequences of disasters and atrocity prevention.

According to Giegerich (2008: 21) first scenario would be large-scale op-
eration; second and third scenarios fall into the category of medium cat-
egory, and fourth and fifth require small-scale deployments. “EU expects its
troops to operate in demanding environments with little or no host-nation-
support, a harsh climate and a challenging terrain” (Giegerich 2008:21).
Taking into account all the scenarios, Giegerich (2008:22) comes to conclu-
sions that the total personnel pool needed is considerably larger than those
predicted in the Headline Goal 2003.

Headline Goal 2010 assumes EU being able to act before a crisis occurs and
with the use of preventive engagement to avoid that a situation deteriorates.
The EU must retain the ability to conduct concurrent operations thus sus-
taining several operations simultaneously at different levels of engagement
(Headline Goal 2010).

Key element of the Headline Goal 2010 was the ability for the EU to deploy
force packages at high readiness as a response to a crisis either as a stand-
alone force or as part of a larger operation enabling follow-on phases. These
minimum force packages must be military effective, credible and coherent

! Planning assumpitons for the scenario are that the theatre of operations would be up to 10 000 km
from Brussels and it woul take up to 60 days to achieve full operating capability (Giegerich, 2008: 19).

15 Planning assumption is that the mission would be conducted up to 10 000 km from Brussels. Full
operating capability is to be reached in 90 days, the mission would be sustained for at last two years,
which means it would require several personnel rotations (Giegerich 2008: 20).

1o Tt is assumed operation would take place up to 10 000 km from Brussels, full operating capability
would be reached in 60 days and it would last at least a year (Giegerich 2008: 20).

17 Vesions of this scenarion are done for up tpo 10 000km and for up to 15 000 km from Brussels. Inital
operating capability is planned to be reached within 10 days after the decision to launch the mission was
made. Mission is expected to be short (Giegerich 2008: 20).
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and should be broadly based on the Battle groups concept'®.

Deriving from above mentioned scenarios, focused military options were
developed for how to deal with the relevant crises in the best possible man-
ner. These options than led to a planning framework from which was de-
rived a detailed list of the capabilities that the EU would need. Generic
force packages were compiled, which identified the type of force groupings
that the EU would require to solve the crises (Development Of European
Military Capabilities). All this information was fed into a Requirements
Catalogue, which detailed the actual types of units, resources and assets
that were required in order to deal with the scenarios envisaged. A clarifica-
tion dialogue was held between the EU Military Staft and member states in
order to obtain a clearer picture of the capabilities being offered and the as-
sessments of them. This process resulted in the compilation of the EU Force
Catalogue, which describes, in qualitative and quantitative terms, the mili-
tary capabilities which the member states could make available to the EU T

According to Biscop (2004: 513) the main problem seemed to be the vol-
untary, bottom-up nature of the process, especially with regard to those
shortfalls that require long-term investment in the development of new
capabilities, e.g. satellite observation or strategic lift. European Capability
Action Plan remains an essentially intergovernmental process, with limited
leadership and coordination, and with insufficient incentives for Member
States to take action.

The Force Catalogue provided the basis for identifying the EU’s shortfalls
and the potential operational risks arising from them. This analysis resulted
in the Progress Catalogue, approved by the Council in November 2007, which
sets out recommendations to the member states on managing shortfalls. The
Progress Catalogue, together with the EU Military Committee (EUMC)’s sub-
sequent work on prioritising the shortfalls, is a key contribution to the Capa-
bility Development Plan (CDP) drawn up by the member states via the EDA
and the EUMC. The CDP is not a ‘Plan’ in the traditional sense, describing the
number of units or the amount of equipment Member States should have at
their disposal. »Rather it ‘pictures’ the future capability needs, taking into ac-
count the impact of future security challenges, technological development and
other trends« (European Defence Agency: Capabilities Development Plan).
CDP is meant to be used as a tool to assist the Member States in their national
defence planning and programmes. Full CDP is a classified document.

18 This constitutes a specific form of rapid response, and includes a combined arms battalion
sized force package with Combat Support and Combat Service Support.
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In March 2011 the Steering Board of EDA has approved a set of prioritised
actions that will be focal points for the Agency’s activities in the years to
come. The CDP Top 10 Priorities consist of: Counter Improvised Explosive
Device; Medical Support; Intelligence Surveillance and Reconnaissance;
Increased Availability of Helicopters; Cyber Defence; Multinational Lo-
gistic Support; CSDP Information Exchange; Strategic and Tactical Airlift
Management; Fuel and Energy; Mobility Assurance (European Defence
Agency: Top 10 Priorities).

No doubt EU is building up its credibility also as a military actor and its ex-
periences through CSDP operations. However, there is still a contradiction
between »the image of an increasingly self-confident actor and quantative
and qualitative limitations of CSDP operations« (Giegerich 2008: 32-33).
Limited interest shown by governments of the EU countries to participate
in international crisis management must also be considered. And as Gieg-
erich also points out, CSDP missions have not yet been confronted with
significant opposition in an area of operations »and there is a risk that their
comparative success thus far could lure mission commanders and person-
nel into a false sense of security, leaving them unprepared for any major
confrontation« (2008: 33). Gap between EU military level of ambition and
military operational record can be seen in Table 1.

Table 1: EU military level of ambition versus military operational record

Operational Level of
EU level of ambition ambition
record
met
Sep.a}ratllon o peliles by. o Stabilisation, recon-
Stabilisation, reconstruction and . o
L . . . struction and mili-
. . military advice to third countries; . .
Type of mission : — . tary advice to third No
Conflict prevention; Evacuation X X
X . . countries; Conflict
operation; Assistance to humanitar- .
. . prevention;
ian operation
Distance from Brussels Up to 15 000 km Up to 6 000km No
R, As little as ten days, no more than Rapid reaction not No
90 days yet truly tested
Yes,
Duration 120 days to two years 120 days to two although
years al lower
levels
. 6200
Force requirement 60 000 (August 2008) No

Source: Giegerich, Bastian (2008). European Military Crisis Management — Connecting
Ambition and Reality. The International Institute for Strategic Studies, Adelphi Paper 397.
London / Oxon: IISS / Routledge. p 33.
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According to Biscop (2004) and in terms of the Petersberg Tasks, and tak-
ing into account the combined armed forces of the Member States, the EU
certainly had the capabilities to undertake low and medium intensity op-
erations, including of large scale and long duration, such as military advice
and assistance tasks, conflict prevention and peacekeeping tasks. The most
important shortfall in this regard is strategic transport, so the further the
distance, the more difficult are deployability and sustainability, especially
for large-scale operations. The EU also is capable of undertaking substan-
tial humanitarian and rescue tasks, which can be, or evolve into, high-
intensity operations, usually of short duration; the same shortfall applies.
With regard to tasks of combat forces undertaken for crisis management,
the EU can mount combat operations, certainly of small and medium scale,
but this is where the shortfalls have the greatest impact. The number of us-
able forces is smaller, so the needs of rotation come to bear more rapidly;
insufficient strategic transport increases reaction time and renders sustain-
ability more difficult; shortfalls in command and control, intelligence and
precision-guided munitions increase the risk of casualties and collateral
damage. In other words, if needs be the EU can undertake significant com-
bat operations, but implementation will be less quick and less ‘clean’ than
comparable US operations (Biscop 2004: 514, 515).

Toje (2010: 70-73) has done a comparison of the EU military capability
statistics in 2009 with 1999, and has come to some interesting conclusions.
»Of the over 2 million personnel in uniform in the EU-27, only roughly
5 per cent are actually deployable in offensive operations«. European de-
fence industries are losing their competitive edge due to underinvestment
in research and development, low European procurement rates and rising
protectionism in external markets. According to Toje (ibid.) main EU’s
problem is money is not spent effectively. »Too much is spent on deployable
assets; there is an overburdence of certain capabilities and a debilitating
lack of others; there is unnecessary capability duplication; there are short-
falls in projection capabilities (especially to strategic transport, command,
control and communications) and using military budgets to further non-
military objectives. « (Toje 2010: 70).

Of a crucial influence on EU’s military capabilities is EU-NATO coopera-
tion. In December 2002, NATO and the European Union issued a joint
declaration regarding the strategic partnership development and since
March 2003 have developed a series of documents on cooperation in crisis
management and use of NATO capabilities in EU-led operation, known as
“Berlin Plus”, giving substance to this partnership and opening up oppor-
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tunities for coordinated action. EU relies on the Berlin Plus agreement' to
meet any military shortfalls, which allows the EU access to NATO planning
and command structures and equipment during its operations. The Berlin
Plus Agreement has marked a new era in the EU-NATO relationship.

Ratiu et al. (2009) have identified some areas where there is a shortage of ca-
pabilities. In the EU there are a set of critical capability shortfall areas such
as: helicopter attack / support, strategic airlift, Early Warning and Distant
Detection Strategic Level, deployable forces, Combat Search and Rescue,
evacuation, Deployable Communication Modules, Medical Role. If defi-
ciencies are limited to NATO mobility and fire support elements in the lo-
gistical elements. In also, the terms of cooperation between the two organi-
zations, highlighted some common challenges in developing capabilities
such as: Air-to-Air Refuelling, Combat Effectiveness, including Precision
Guided Munitions and Suppression of Enemy Air Defences, Unmanned Air
Vehicles, Surveillance and Target Acquisition units, Command, Control and
Communications, Air-to-Ground Surveillance, Special Operations Forces.

Toje (2010: 64) characterizes the EU-NATO interaction as awkward. Their
organizational cultures are simply not very compatible, and there is sur-
prisingly little substantial cooperation between the two primary European
Security frameworks. When NATO and EU ambassadors meet, they are
only authorized to discuss joint EU-NATO operations. Other important
issues, such as anti-terror cooperation, Iraq, Afghanistan, Sudan, are sim-
ply not on the agenda. Relations between EU member Cyprus and NATO
member Turkey undoubtedly have a negative effect of EU-NATO relations.
While Toje (2010: 65) believes there is no obvious solution to the Turkey-
Cyprus issue, there are other bottlenecks in EU-NATO relations that can
be removed to allow for more effective EU-NATO interaction on a practi-
cal level. One such question is bridging differences in bureaucratic culture
that have bred inter-organizational rivalry in the past, including differences
over equipment procurement®. The gap between EU’s European Capabili-
ties Action Plan and NATO’s Prague Capabilities Commitment has encour-
aged non-compliance on both counts. As an example Toje (2010: 65) gives
a case that EU is not being helped by Member States who were afraid that
if they pledge certain resources they will immediately be questioned in
NATO as why these capabilities are not already deployed in Afghanistan. It
seems like rivalry between EU and NATO is still very alive.

19 Berlin Plus agreement is a short title for a comprehensive package of agreements between
NATO and EU, based on conclusions of the NATO Washington Summit (Berlin Plus Agreement).

0 This is in part because the EU and NATO have failed to synchronize the »capability goals«they set for
their respective members, notably with the regard to priorities (Toje 2010: 65).
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As possible answers to shortcomings in EU-NATO relationship, Ratiu et al.
(2009) proposed a number of steps that must be implemented at Member
State level or at the level of EU and NATO: a) the development of a national
strategy or methodology to achieve rigorous military forces synchronization,
especially to the forces deployed to avoid overlap in their employment-led
operations under NATO command (NRF) or EU-led operations (e.g., EU
Rapid Reaction Force); b) development of partnership projects with mili-
tary technology providers and abroad; c) creating a wider range of coop-
eration, especially on the capabilities; d) acceleration and completion tools
for pooling of infrastructure support operations; e) reconfiguring forces to
increase cost-efficiency ratio; f) defence expenditure management through
multi-annual plans and budgets. In order to strengthen cooperation between
NATO and the EU, the activities should focus on developing key capabilities,
increase interoperability and coordination on matters of doctrine, planning,
technology, equipment and training (Ratiu et al. 2009: 36).

Reintegration of France in NATO’ integrated military structure, an-
nounced at NATO's sixtieth anniversary summit in April 2009, was impor-
tant as on symbolic as on practical level. “Concerns that CSDP is compet-
ing with NATO were eased”. (Toje 2010: 65). Dispatching 500 French staff
officers to the NATO structures could made EU and NATO organizational
structures more complementary. However, the reintegration of France
leads to new question wills the Berlin Plus Agreement be reopened and
in what way the debate would go (Toje 2010: 66). Toje (ibid.) believes the
first question should be over strategic dialogue and cooperation, and this
would include the question which organization would take over the role of
a primary security (global) organization and have the “first pick”. American
policy has operated under the assumption that, on the basis of 2003 agree-
ment, NATO is the ranking institution®..

*! The EU’s first military mission to Congo in 2003, irked some in Washington because it was launched
without consulting NATO and is part of the reason why the EU and NATO later ended up launching
separate missions to Sudan to assist the African Union in handling the Darfur crisis (Toje 2010: 66).
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3.1. EuroPEAN BATTLE GROUPS

»The Battle group (BG) Concept consists of highly trained, battalion-
size formations (1,500 soldiers each) — including all combat and service
support as well as deployability and sustainability assets. These should
be available within 15 days’ notice and sustainable for at least 30 days
(extendable to 120 days by rotation). They should be flexible enough
to promptly undertake operations in distant crises areas (i.e. failing
states), under, but not exclusively, a UN mandate, and to conduct com-
bat missions in an extremely hostile environment (mountains, desert,
jungle, etc.). As such, they should prepare the ground for larger, more
traditional peacekeeping forces, ideally provided by the UN or the
Member States. « (The EU Battle Group).

At the Le Touquet summit in February 2003, the British and French gov-
ernments proposed that the EU should be able to deploy nine Battle Groups
(BG), consisting each of 1,500 troops, and deployable within two weeks
(Grevi et al. 2009).

EU defence ministers agreed to the battle group initiative at their informal
meeting in April 2004, with the first units to be established by 2007. Each
EU BG should be able to draw on extensive air and naval assets, including
transport and logistical support. According to Grevi et al. (2009: 73) this
has been envisaged in three ways. First, a government could put together
a national battle group. Only France and Britain could do this easily. Sec-
ond, some larger or more capable countries — such as Germany, Italy, Spain
and Sweden - could become lead or ‘framework’ nations for a battle group.
Smaller countries would then supply some troops or equipment to plug
gaps that the lead country could not fill. The third option would be for sev-
eral countries to come together to form truly multinational units, similar
to the Strasbourg-based Eurocorps, which unites soldiers from Belgium,
France, Germany, Luxembourg and Spain. For a smaller country which did
not want to ‘plug into’ a particular lead nation, a multinational unit might
be a politically more appealing option.

The EU’s capability to deploy forces very rapidly is a key aspect of Head-
line Goal 2010. Member states conducted a review of the Military Rapid
Response Concept from a joint perspective, taking into account the neces-
sary global approach to crises. The revised concept, agreed by the EUMC
in January 2009, newly defined the military rapid response time as a period
from 5 to 30 days from the approval of the Crisis Management Concept
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to the moment when operations commence in the Joint Operations Area
(Development of EU Military Capabilities).

On January 1st 2007, the EU achieved full operational capability to conduct
two concurrent rapid response operations of the size of a BG of around 1
500 men. Since then, member states have managed to make two BGs per-
manently available to the EU. BGs are a specific form of Rapid Response
elements. They remain on standby for six months and can be ready to start
implementing their mission within 10 days after the Council’s decision to
launch the operation and for a maximum of four months. BG is based on
an infantry battalion of combat and support forces (ibid.).

4. LOOKING AHEAD

Main question today in regard to the CSDP and EU’s military capabilities
lies in the growing scepticism as to whether the EU really has the politi-
cal unity and the willingness to provide the necessary capabilities to fos-
ter CSDP’s development with the same speed, enthusiasm and efficiency
as in the aftermath of its establishment in 1999. First years after CSDP was
established were marked with a strong enthusiasm, however, with the de-
velopments in field, reality struck. EU had to face lack of political will of
Member States, lack of financial resources, and lack of military resources....
Due to the global economic crisis that has affected national GDPs of Mem-
ber States, budgetary constraints pose a significant obstacle to the further
development of CSDP and EU’s military capabilities.

According to Toje (2010: 73) number of Member States is in the process of
fundamental restructuring their own armed forces. »Other Member States
are hesitant to emulate the lead given in the French White Paper published
in June 2008, which directs more resources to fewer, more deployable forc-
es« (ibid.). This, combined with the many out-of-area operations in which
EU members are involved, will likely impose rigid constraints. »The re-
turn of territorial defence to domestic agendas all over Europe following
the 2008 South Ossetia crisis is also an issue that must be expected to have
implications for EU defence on tactical and strategic levels« (ibid.).

However, according to the Pirozzi et al. (2009) many important trends still
show how the EU, within only a few years, has managed to expand its field
of action in foreign and security policy, thereby allowing it to gain more
credibility and political weight as a security actor with global reach. Un-
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doubtedly positive overall assessment can be made of the operative CSDP
actions having taken place. »No other security actor has the potential to
provide security as comprehensive as the EU can due to the wide range of
civil and military instruments at its disposal« (Pirozzi et al, 2009: 12).

Several important problems can be identified. The EU will not reach deci-
sive influencing power neither in the Western Balkans nor in the Middle
East and Africa as long as the limitedness of the operations will not be
overcome. EU will only be publicly perceived as successful in crisis regions
if its presence and actions are in line with the expectations of the actually
influential powers. Too many activities are in danger of appearing superfi-
cial and some EU Member States are still more interested in the “image” of
a mission instead of the concrete outcome in terms of security.

In general it can be considered that the EU and its Member States have
focussed too much on the aspects of rapid response over the last years,
thereby neglecting those aspects that are linked with the sustainability of
its engagement. Despite this focus on rapid response, even the flagship of
CSDP’s rapid response capability — the EU BG- has become an object of
internal criticism and its future is increasingly uncertain. The fact that the
EU BGs have been never used, has led to increasing scepticism concerning
this asset. And the fact that the final decision to deploy their own forces
to BG or not to deploy still lies in national governments raises even more
doubts in its efficiency.

EU has not institutionally evolved enough to make the EU member states
give up their national components for the sake of stronger common de-
fence and security. National sovereignty is regarded the main obstacle to
EU as stronger military actor.

Without a strong group of EU-member states who really want to advance the
idea of a powerful and autonomous CSDP with efficient EU-institutions and
a wide range of effective instruments at its disposal, the EU runs the risk of
losing its spirit as an important and distinguished security actor in this field.

Further development of CSDP will mostly depend of the political will and
interests of EU Member States, their unity and capability to finally deter-
mine what a common European defence-security interest is and to what
extent they are willing to express it in a clear manner and to defend it. EU
must be aware of the responsibilities coming along with the acceptance of a
more independent European defence policy.
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Historical analyses show that the strengthening of the EU’s security and de-
fence cooperation was possible only in the times of external security chal-
lenges and threats. CESP was developed after the breakup of Yugoslavia and
EU’s comprehension of its incapacity to resolve the crisis. CSDP came into
being at the 1999 Helsinki European Council, when EU was facing Kosovo
crisis, and again NATO (and USA) was the one to play a decisive role. In
2003, with the US’ invasion to Iraq, EU was left strongly divided. Maybe EU
needs another serious international crisis in order to make the EU Member
States cooperate more strongly in the field of common defence and security.

REFERENCES

Bailes, J.K. Alyson (2008): The EU and a “better world”: what role for the European Security and
Defence Policy?. International Affairs 84(1): 115-130.

Bebler, Anton (2012): Iskren prijatelj arabskih narodov in ne vzviSena trdnjava Evropa : Evropska
unija, Nato in «arabska pomlad»/Sincere Friend of Arab Nations, Not Superior Fortress of
Europe: European Union, NATO and the “Arab Spring”/, Delo (4 February).

Berlin Plus Agreement: available at: http://www.europarl.europa.eu/meetdocs/2004_2009/docu-
ments/dv/berlinplus_/berlinplus_en.pdf (19 February, 2012).

Biscop, Sven (2004): Able and Willing? Assessing the EU's Capacity for Military Action. European
Foreign Affairs Review 9: 509-527: avaliable at: http://www.jmmodule-cfsp.com/materials/
Able_and_Willing_Assessing_the_EUs_Capacity_for_Military_Action.pdf (23 February, 2102).

Biscop, Sven (2008): Permanent Structured Cooperation And The Future Of ESDP. Egmont Paper
20. Egmont Royal Institute for International Relations. Academia Press: Brussels: available at:
http://www.egmontinstitute.be/paperegm/ep20.pdf (20 February, 2012).

Biscop, Sven, Franco Algieri (eds.) (2008): The Lisbon Treaty and ESDP: transformation and integration.
Egmont Paper 24. Egmont Royal Institute for International Relations. Academia Press: Brussels:
available at: http://www.egmontinstitute.be/paperegm/ep24.pdf (20 February 2012)

British-French Summit St-Malo, 3-4 Decembre 1998: Joint Declaration: available at: http://www.iss.
europa.eu/uploads/media/cp047e.pdf (19 Ferbuary, 2012).

Cologne European Council: Annex lIl Of The Presidency Conclusions Cologne European Council
3 And 4 June 1999: available at: http://www.consilium.europa.eu/uedocs/cmsUpload/Co-
logne%20European%20Council%20-%20Annex%20I11%200f%20the%20Presidency%20con-
clusions.pdf (21 February 2012).

Coelmont, Jo (2008): Europe’s Military Ambition. In Biscop, Sven, Franco Algieri (eds.) (2008): The
Lisbon Treaty and ESDP: transformation and integration. Egmont Paper 24. 5-10. Egmont
Royal Institute for International Relations. Academia Press: Brussels: available at: http://www.
egmontinstitute.be/paperegm/ep24.pdf (20 February, 2012).

Development Of European Military Capabilities: available at: http://www.consilium.europa.eu/
media/1222506/110106%20updated%20factsheet%20capacites%20militaires%20-%20ver-
sion%208_en.pdf (21 February, 2012).

ENPI Info Center, EU spent record €53.8 billion on development aid in 2010: available at http://
www.enpi-info.eu/main.php?id=24781&id_type=1 (10 February, 2012).

137



JELENA JUVAN, VLADIMIR PREBILIC

European Defence Agency: Capabilities Development Plan: available at: http://www.eda.europa.
eu/Strategies/Capabilities (23 February 2012).

European Defence Agency: Top 10 Priorities: available at: http://www.eda.europa.eu/Capabili-
tiespriorities/Top10priorities (21 February, 2012).

European Union in the world: World Trade in Goods, Trade in Services and Foreign Direct Invest-
ment: available at http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_122531.
pdf (10. February, 2012)

Giegerich, Bastian (2008): European Military Crisis Management - Connecting Ambition and Real-
ity. The International Institute for Strategic Studies, Adelphi Paper 397. London / Oxon: IISS /
Routledge.

Grevi, Giovanni, Damian Helly and Daniel Keohane (2009): European Security and Defence Policy:
The First 10 Years. EU Institute for Securty Studies: available at: http://www.iss.europa.eu/up-
loads/media/ESDP_10-web.pdf (23 February, 2012).

Headline Goal 2010: approved by General Affairs and External Relations Council on 17 May 2004
endorsed by the European Council of 17 and 18 June 2004.: available at http://ue.eu.int/ue-
docs/cmsUpload/2010%20Headline%20Goal.pdf (21 February, 2012).

Helsinki European Council: Annex IV of the Presidency Conclusions Helsinki European Council 10
and 11 December 1999: available at: http://www.consilium.europa.eu/uedocs/cmsUpload/
Helsinki%20European%20Council%20-%20Annex%20IV%200f%20the%20Presidency%20
Conclusions.pdf (21 February, 2012).

Larsen, Henrik (2002): The EU: A Global Military Actor?. Cooperation and Conflict 37(3): 283-302.

Military Reform Project. The European Union’s Headline Goal: Curent Status: available at: http://
www.cdi.org/mrp/eu.cfm (23 February, 2012).

The European Security and Defence Policy: from the Helsinki Headline Goal to the EU Battlegroups
(2006). Directorate-General For External Policies Of The Union Directorate B - Policy Depart-
ment: available at: http://www.europarl.europa.eu/meetdocs/2004_2009/documents/dv/
studyesdp_/studyesdp_en.pdf (21 February, 2012).

The Lisbon Treaty and the militarisation of the European Union: available at http:/irishantiwar.org/
files/Lisbon.pdf (21 February, 2012).

Pirozzi, Nicoletta and Sammi Sandawi (2009): Military and Civilian ESDP Missions: Ever Growing
and Effective?. Documenti IAI 09/29. Istituto Affari Internazionali: available at: http://www.iai.
it/pdf/DoclAl/iai0929.pdf (23 February, 2012).

Protocol on Permanent Structured Cooperation Established By Article 28 A of The Treaty on Euro-
pean Union: available at: http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:C:2007:30
6:0153:0155:EN:PDF ( 20 February, 2012).

Ratiu, Aurelian and Bogdan Vasilean (2009): NATO and EU Military Capabilities Complementarity
from the Perspective Of Participation in Multinational Operations. Revista Academiei Fortelor
Terestre Nr. 4 (56), 32- 38.

Skubic, Mateja (2010): Vpliv Lizbonske pogodbe na varnostno in obrambno politiko EU (The In-
fluence of the Treaty of Lisbon on Security and Defence policy of the EU), magistrsko delo.
Ljubljana: FDV.

Toje, Asle (2010): The European Union as a Small Power: After the Post-Cold War. Palgrave Macmil-
lan: Hampshire.

Treaty of Lisbon. Official Journal of the European Union. Vol. 53, 30 March 2010: available at http://
eur-lex.europa.eu/JOHtml.do?uri=0J:C:2010:083:SOM:EN:HTML ( 21 February, 2012).

138



A Decapk oF Turkey’s ForeigN PoLicy UNDER THE JusTiCE
AND DEVELOPMENT PARTY
Kerem Oktem, Ayse Kadioglu, Mehmet Karl (Petra Trkov)

2151 CenTurY ConrLicTs: REMNANTS oF WAR(S) — FIELD REPORT FROM
AFGHANISTAN, PakisTan, IRAQ, DR ConGo, SOMALIA AND SUDAN
Bostjan Videm3ek (Tom Hashimoto)

reviews



Petra Trkov

Kerem Oktem, Ayse Kadioglu, Mehmet Karli (editors)
ANOTHER EMPIRE? :

A DECADE OF TURKEY'’S FOREIGN POLICY UNDER THE JUSTICE
AND DEVELOPMENT PARTY

Istanbul Bilgi University press, Istanbul, 2012
332 pages
ISBN 978-605-399-236-3

eign policy has attracted ample

international attention, in some
instances in the form of condemna-
tion, from several western countries.
The two most common reproaches
are that Turkey is changing axes
and/or that Turkey is pursuing a
policy of Neo-Ottomanism. Since
the Arab Spring, another remark
on the Turkish account emerged -
Turkey should be a democratization
model for the emerging democra-
cies in the Middle East.

In the recent years, Turkish for-

Another Empire is based on the pro-
ceedings of a conference with the title
“Turkey’s foreign policy in a changing
world: Old alignments and new neigh-
bourhoods” which was held in May
2010 at St. Antony’s College in Ox-
ford. In order to sufficiently respond
to the changes caused in the Middle
East and broader by the Arab Spring,
the editors added in the book also the
papers of other prominent academics.

The volume of the book consists of

12 papers and is divided into three
parts, according to the focus of the
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respective papers; Turkey’s Transfor-
mations: New Classes and Identities,
New Actors and Networks; The West-
ern Alliance and Turkey’s Southeast
European Neighbourhood; The East-
ern Neighbourhood.

The inceptive part explores the con-
vergence between domestic trans-
formation and change of Turkish
foreign policy. The introductory pa-
per, “Proactivism in Turkish foreign
Policy” by E. Fuat Keyman, explores
the global-local nexus of Turkish
foreign policy. The author contends
that in line with the “structure-
agency debate” the socio-economic
transformations of the country have
created a new framework for the
country’s international activities,
and therefore one cannot attribute
recent proactive and multidimen-
sional foreign policy (entirely) to
the Justice and Development Party
(AKP, Adalet ve Kalkinma Partisi).

In the second paper of the first part,
“Limits of Conservative Change: Re-
form Choreography of the Justice and
Development Party”, Ayse Kadioglu
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elucidates the creation of the AKP
and the circumstances which influ-
enced the party’s evolution, espe-
cially its commitment to reforms.
The party positioned itself as a con-
servative democratic party which
promotes economic liberalism, and
repulsed the Islamic identity. AKP’s
execution of the reforms in the do-
mestic arena could be best described
as ‘an awkward dance of one step
forward [...] and one step back” (p.
55) while they proved themselves
much more capable of “dancing” in
the international arena.

While political pragmatism helped
preserving AKP as the governing
party through the last decade, it
also caused the lack of “democratic
depth”, which, in the opinion of
Nora Fisher Onar, the author of the
third paper “Democratic Depth: The
Missing Ingredient in Turkeys Do-
mestic/Foreign Policy Nexus”, is the
main deficiency of Turkish foreign
policy and the main obstacle on the
way to a successful one. She argues
that while “strategic depth” foreign
policy doctrine is influential, Tur-
key could become an “unprecedent-
ed and compelling beacon” (p. 74) for
its region, and maybe also beyond,
in case she manages to enrich its
domestic/foreign policy nexus with
the democratic depth.

Kerem Oktem’s paper, “Projecting
Power: Non-Conventional Policy Ac-
tors in Turkeys International Rela-
tions”, explores the new multitude of

actors, from governmental and non-
governmental religious, humanitar-
ian, and culture actors, to civil socie-
ties and popular culture - music and
especially soap operas - which all
represent soft power. Oktem agrues
that while Turkey’s reputation in the
international community has much
improved in the past decade, there
are two limitations to Turkey’s soft
power. The first one is the concen-
tration of state soft power actors in
the Prime Ministry, which creates
the duality of foreign policy actors
and a dissonance in the system. The
second limitation to Turkish soft
power is its conservative ideologi-
cal component. On the basis of the
empirical study the writer contends
that non-conventional policy ac-
tors are capable only of creating a
small leverage among conservative
segments of Muslim majority coun-
tries, particularly in the Balkans.

The last paper of the first part, ”Dis-
course vs. Figures: A Reality Check for
Turkey’s Economic Depth”, written by
Mehment Karly, is a critical assess-
ment of Turkey’s economic perfor-
mance in the past decade. The analy-
ses indicate that Turkey’s economic
influence and countrys external
economic relations were only follow-
ing global trends, as opposed to hav-
ing their own significant influence.
Moreover, the inconsistencies be-
tween the discourse on the economic
relations and country’s economic re-
ality may present credibility issues for
Turkish foreign policy in general.
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In the second part, authors explore
Turkey’s relations with her “tradi-
tional partners”, the United States
of America (US) and the European
Union (EU), and also with her his-
torically known partners, the Bal-
kan states. In his paper, “The Unit-
ed States and Turkey in a changing
world”, Joshua W. Walker elaborates
on the complex relationship be-
tween the two countries from the
Cold War onwards. The Cold War
period was perceived as the golden
age of US-Turkish relations. The
common threat, the communist re-
gime of the Soviet Union, strength-
ened the relations between the two
countries. The collapse of the Berlin
wall brought worries to Ankara since
their role as a Western ally became
redundant. Considering the fact,
that Turkey became “a regional hub
that is defining dynamic change in
its neighborhood” (p.161) the author
concludes, that the country has a lot
to offer to the US in terms of strategic
cooperation and hence remains its
crucial ally in the Middle East.

The next paper, “What went wrong
in the Turkey-EU relationship”, is a
critical assessment of this long last-
ing relationship that seems to had
reached a stalemate in the mid 2000s
and has not ameliorated since. The
authors, Nilgiin Arisan Eralp and
Atila Eralp, contend that the setback
is the result of the EU’s institutional
crisis. The EU’s enlargement policy
firstly became the victim of the in-
stitutional and later also the finan-
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cial and economic crisis. At the time
when the EU became more intro-
versive, Turkey failed to continue
with the reforms, necessary for the
accession to the EU, and the mo-
mentum for closer cooperation was
lost. In the opinion of the authors,
the EU-Turkey relationship could
be improved by gradually integrat-
ing Turkey into the EU’s Common
foreign and Security Policy, the EU’s
Common Security and Defense Pol-
icy, and the EU’s European Neigh-
bourhood Policy.

The last two papers of this part elu-
cidate Turkey’s involvement in the
Southeast Europe. Othon Anasta-
saki, the author of the first paper,
elaborates on several possible expla-
nations of Turkey’s foreign policy
in the post-communist Balkans.
Among these, the first approach is
the historical approach, which is
based on the Ottoman legacy, and
was rediscovered by Turkish politi-
cians in the last twenty years. Ah-
met Davutoglu, Foreign Minister,
and the mastermind behind the
AKP’s foreign policy in the opin-
ion of some scholars, on his visit to
Sarajevo, Bosnia and Herzegovina,
said: “During the Ottoman state,
the Balkan region became the centre
of world politics in the 16" century.
This is the golden age of the Balkans.
[...] The Ottoman centuries of the
Balkans were success stories. Now we
have to reinvent this.” (p. 189). The
second approach, the cultural one,
based on Muslim solidarity, and the
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economic approach are also impor-
tant perspective focuses. However,
the most promising explanation
might be the pragmatic approach;
the AKP government saw a window
of opportunity for gaining more in-
fluence in the region, and seized it.
In addition to issues of reconcilia-
tion, the external environment in
the last years, particularly the fact
that the region in not anymore a
priority for the international com-
munity, and the bleak prospects of
accession to the EU for the Balkan
states, are enabling Turkey to be-
come a key regional player without
much risk.

“The Eastern Neighbourhood” is the
final part of the book. The paper of
Reem Aboul-El-Fadl investigates
Arab perceptions of contemporary
Turkish policy and examines to
what extent Turkey can be described
as an emerging middle power. In
the last two papers Karabekir Ak-
koyunlu explores “Turkeys Iranian
Conundrum”, and Aybars Gorgiilii
argues that the rapprochement with
Armenia is “The Litmus Test for Tur-
key’s New Foreign Policy”.

To conclude, the book Another Em-
pire is a well-designed, comprehen-
sive, and interdisciplinary analysis
of Turkish foreign policy under
the Justice and Development Party.
While focusing on the AKP, it also
explores economic, domestic, and
international factors shaping Turk-
ish foreign policy decisions. It is a

good source of information for un-
derstanding the complexity of the
Turkish foreign policy decisions,
which are so often simplified by the
West. Therefore, it is a must read
material for students of internation-
al relations, interested in constraints
influencing the foreign policy deci-
sion making, and for anybody in-
trigued by the Turkish growing in-
ternational influence in its complex
neighbourhood and broader.
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or many observers of modern
F European history, the Balkans

often spell out military con-
flicts. International forces have in-
tervened in Bosnia and Herzegovi-
na (BiH) as well as in Kosovo; even
the basic domestic security seems to
be provided by the outsiders as in
the case during the Albanian unrest
in 1997. Yet, the region has begun
its transformation towards the role
of a global security provider, most
recently symbolised by the Croa-
tian and Albanian accession to the
North Atlantic Treaty Organisation
(NATO). In this respect, our curi-
osity asks how the region perceives
global security, and moreover, we
wonder how such perspectives are
communicated and constructed
among the constituencies in South-
eastern Europe. Thus, a prominent
journalist Bostjan Videmsek’s field
report 21st Century Conflicts: Rem-
nants of War(s) provides us not only
the information on various military
conflicts in the world, but also a tool
to analyse South-eastern European
perspectives on global security.
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Perhaps, being aware of such impli-
cation, the author states:

In-depth investigative journal-
ism was replaced by images [...]
These photographs [of wars] were
the best possible reflection of the
new mediated spirit of communi-
cation - reality shows and social
networks — which replaced the
old-school approach of inform-
ing the public. Professional eth-
ics and authenticity are what suf-
fered the most. (p. 7)"

At the same time, the author con-
tinues that ‘as a reporting witness I
also reserved the right to prosecute
and even pass judgment’ (p. 8). The
readers then assume the norma-
tive characteristics of the book and
may even deny the added academic/
epistemological value of the author’s
‘judgements. The reviewer, while
acknowledging the highly emotion-
al and sometimes colloquial writ-
ing style of the author, expresses the
contrary: the author’s judgements

' Quotations are from the electronic version of
the book and page numbers may therefore not
correspond exactly to the printed edition.
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are the essential epistemological
guidance of the book. In short, the
reviewer argues that how the au-
thor becomes informed of the secu-
rity situation in the world and how
he reacts to the reality on the field
can be a miniature of how South-
east Europe becomes informed and
reacts. Of course, there always is a
danger of over-generalisation. Nev-
ertheless, given its journalistic qual-
ity, the book should be counted as
rather a representative sample of the
informed citizens in the region.

As the title suggests, the book con-
tains five field reports, namely Af-
ghanistan and Pakistan (AfPak),
Iraq, the Democratic Republic of
Congo, Somalia and Sudan. The au-
thor admits that these regions are
seemingly unrelated to each other,
and that reporting them side-by-
side seems inadequate, if not irrele-
vant. Yet, a war is a war. [rrespective
to how media or the government
informs people, Iraq is not the only
war we are currently fighting. Thus,
the subtitle ‘Remnants of War(s)” -
plural s - suggests that how each
war influenced the local commu-
nity differs war by war. The rest of
this review therefore recites some of
the stories in the book in order to
highlight the above points. In par-
ticular, due to their rich contents,
the reviewer would like to focus on
the first two chapters (i.e. AfPak and
Iraq) in this occasion.

Chapter One deals with Afghanistan
and Pakistan (AfPak), subtitled as
‘Graveyard of Empires. The author
does not immediately reveal which
‘empires’ he means. The chapter
opens with the recent history of war
in the region by the United States,
alongside with a small reference to
the Soviet Union, although neither
superpowers are directly labelled as
‘empire’ The author begins a rather
well-known comparison between
Afghanistan and Vietnam wars,
then moves to his geopolitical un-
derstanding of the region. Those
who take the subject from the schol-
arly perspectives will find the geo-
political and historical observations
presented here short of analysis. Yet,
for the general public, this is an ad-
equate introduction to AfPak.

Nonetheless, a valuable insight of
this chapter comes from the author’s
interview with a bookshop keeper.
The author beautifully illustrates
how the keeper is honoured - and
even determined - to maintain the
store in a time of difficulties. The
then Taliban officials have raided
the store and burned every books
whichever seemed to be against
their ideology or policies. Once the
government was overthrown by the
international force, the rebels can
blow up the store any time as the
symbol of resistance against the
Western cultural invasion. Hope
is held high by the keeper, but the
risk never diminishes. This episode
is concluded with the keeper’s quote
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which begins with ‘[y]es, the work
I've chosen for myself is very dan-
gerous’ (p.24). Life-or-death risks
are not common among bookshop
keepers in Western Europe. Thus,
realising the other side of Taliban
ideology coin, i.e. denial of non-
Islamic literature, becomes so real
in the readers’ mind almost to the
point where it becomes surreal.

At the end of sub-chapter “The
Americans Have Watches, We Have
Time, the author quotes the Marines
who work at a checkpoint. The risk
of suicide-bombing is high - that is
something the readers are aware of.
Then the story begins.

There could be no mistake: the car was
coming straight at the Marines [...]
Suddenly, the driver hit the brakes.
Unleashing a cloud of dust, the car
stopped mere five meters from the
soldiers [...] At that moment the situ-
ation looked manageable enough to
afford me the luxury of hoping none
of the Marines would shoot. (p. 43)

The ‘Tuxury’ of hope — what a word
choice! Then, a Marine was quoted:
T really don’t know why we didn't
shoot! We definitely should have -
rules are rules! [...] [The driver] got
lucky!” To which the author replies:
‘Yeah? He [the driver] wasnt the
only on€’ (p. 43). Alongside with the
story of the bookshop keeper, the
reviewer strangely finds a humane
side of the military conflict in Af-
ghanistan and Pakistan.
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In contrast, Chapter Two ‘Iraq: The
Unfinished War” illustrates the situ-
ation in Baghdad, full of confusion,
chaos, anger and frustration, many
of them are directed towards the
Americans. Several people are quot-
ed that the international force led
by the United States has intervened
in Iraq and killed Saddam Hussein
without deeper understanding of
domestic and regional affairs. In
other words, the intervention made
the situation worse: picturesque de-
scription of corpses and violence
in the city enhances such impres-
sion. The author seems to agree
with many locals that strong eco-
nomic opportunity motivated the
American operation in Iraq. There
is no academic argument here in
the sense that none of the claims are
supported by empirical evidence; at
the same time, how people feel re-
gardless of rationality matters a lot
in a military conflict.

Speaking of emotion, the author
tells us a story when he was with a
military medical helicopter. While
the sub-chapter title ‘Saving Private
Carbajal’ reminds us a popular film
few years ago, the image of military
medics trying to help the soldiers
reminds us another side of the coin.
Whatever the intention of the coun-
try is — from oil to humanitarian-
ism, those soldiers have their own
motivations and judgements. Once
on the field, those soldiers try their
best to survive, and geopolitics is
not a matter of great concern. This is
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something political scientists often
forget. Citing an incident of civilian
casualties in order to argue imperi-
alistic attitude of the US is anecdo-
tal, not analytical. Thus, journalistic
approach to report and present as it
is can be more comprehensive than
mediocre analyses.

The chapter also contains three in-
triguing interviews. First, the author
introduces an American soldier of
Russian origin. He fought two years
in Chechnya, won the US green card
lottery, lost a job in the US, and then
enlisted in the US Army. Chechnya
was one of the bloodiest wars Rus-
sians fought since the World War
II. The Russian-American soldier
shows passionate affection towards
a white dog during the interview,
while he rather coldly admits his
mass-killings in Chechnya. The or-
der is the order: a harsh reality of
the military personnel.

Second, the author tells a story of
Saad al Dime Mohamed Ghieh, a
‘retired’ Iraqi insurgent who lives
in Lebanon. The insurgent’s belief
in the Holy War is striking due to
his clearly visible hatred, but it is
equally shocking to learn from him
that he disapproves Muslims fight-
ing against each other among vari-
ous sectors. As is mentioned above
for the US, the motivations (i.e. the
Holy War) of the Muslim fighters
on the ground are not necessar-
ily shared by the Islamic authori-
ties — they can be equally economic

oriented like we generally observe
from the US behaviours.

The chapter closes with the inter-
view with Colin Powell. Powell ad-
mits that they were wrong in assum-
ing the existence of the weapons of
mass destruction in Iraq, but at the
same time, he seems to be satisfied
with the removal of Saddam Hus-
sein. There was no regret we can
observe from his replies. Then, the
author questions the effectiveness
of the so-called Powell Doctrine
- absolute diplomatic emphasis
with superior military power as the
backup. The author further links the
Doctrine with Afghanistan, and re-
peats the comparison between Viet-
nam and Afghanistan - the starting
point of the Chapter One (AfPak).
To which, Powell replies: “We have
to be much more careful: nobody
has succeed to colonise Afghani-
stan, ever. And, throughout the his-
tory, there was no strong central
government in the country’ (p. 135).
The subtitle ‘Graveyard of Empires’
flashes back in the readers’ mind.

In essence, the interview with Col-
in Powell summarises the book’s
premise to highlight the additional
difficulties we face in the 21st cen-
tury military conflicts. Throughout
the book, the readers are constant-
ly reminded of past wars such as
Chechnya and Vietnam in a form of
comparison. Beyond ideology and
religion, the author also casts a light
on individual motivations to fight.
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Complex mechanisms of the mod-
ern society is accurately reflected
on the complexity of the modern
warfare. Repeatedly, the American
soldiers are quoted: we are not pre-
pared for this. Perhaps, the world
is not prepared for the complexity
of the 21st century at all. Regard-
less of the author’s intentions and
motivations to write this book be-
yond his pure journalistic devotion,
21st Century Conflicts: Remnants of
War(s) makes the readers to think
what security means in the contem-
porary world. This is, the reviewer
believes, one of the core questions
which the audience of this particu-
lar journal continuously asks within
the context of South-eastern Europe
and the Balkans. The book may not
be suitable for citation in analys-
ing Serbian geopolitics for instance.
Although, it would be such a pity if
that is the solo reason not to take a
look at this emotional monograph.
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INTRODUCTION?

After the end of World War II, US financial aid enabled a new economic
resurgence in Western Europe. At the same time, the Soviet Union had lit-
tle difficulty in bringing Eastern European countries under its control. As
a part of Yugoslavia, Slovenia found itself on the eastern side of the Iron
Curtain. Following the dispute between Stalin and Tito (Informbiro) in
June 1948, Yugoslavia retained the socialist order internally but attempted
to realign its outward stance by adopting the role of an “outsider”, espe-
cially in the framework of the Non-Aligned Movement (e.g. Pirjevec, 2011,
318-320, 390-396, 438-445, 670-673; Jakovina, 2011). The conflicting na-
ture of nurturing the socialist system internally whilst reaching out to the
West and its completely different set of political ideals proved an obsta-
cle to Yugoslavia in conducting its foreign policy and resulted in constant
fluctuations in cooperation with the West. Yet despite the difficulties, the
presence of a mutual interest and desire for progress in relations enabled
disputes and disagreements to be forgotten quickly. Moreover, due to its
development concept based on rapid industrialisation, Yugoslavia became
dependent on financial and technical assistance from the West. As a result
it was forced to increase trade with the West. What is more, in spite of its
ideological doubts, it could not afford to ignore the European integration
processes that were underway in its key trade partners (see Bogeti¢, 2000).

EMERGENCE OF EUROPEAN INTEGRATION AND IDEOLOGICAL OBSTACLES TO
YUGOSLAV PARTICIPATION

In the early 1950s, Yugoslavia's interest in building closer military and eco-
nomic ties with the West stemmed primarily from its inability to find other
means of resisting the pressure from the Soviet Union and its satellites. The
complete suspension of economic ties with these countries pushed Yugo-
slavia to the brink of economic collapse.

The break with Stalinism and the introduction of a more flexible foreign
policy became lasting political objectives, as Yugoslavia never returned un-
der the So- viet Union’s wing. Self-governing socialism was put forth as the
centrepiece of Party ideology following the Sixth Congress of the Com-
munist Party of Yugo- slavia. The Communist League of Yugoslavia would
pursue this goal for the next 40 years (Rezek, 2005: 40-43). With these

2 This article is part of the doctoral study, which was partly co-financed by the European Union through
the European Social Fund. Co-financing is carried out within the framework of the Operational Pro-
gramme for Human Resources Development for the period 2007-2013, 1st development priority
»Promoting entrepreneurship and adaptability«.

152



ATTITUDE OF SOCIALIST SLOVENIA/YUGOSLAVIA TO EMERGENCE
OF EUROPEAN INTEGRATION PROCESSES

reforms the Yugoslav socialist regime shed elements of strict Stalinism,
while by no means becoming democratic.

In economic policy, the political leadership would remain committed to
one of the focal points of Stalinism - the myth of rapid industrial develop-
ment - in spite of its decision to distance itself from the ideology.

Western aid was frequently used without regard to commitments given in
return to form a comprehensive investment programme as a means of im-
plementing the goal of establishing a self-sufficient economy with emphasis
on the heavy and military industries. This development concept relied on
imports of equipment from West which were financed by Western loans
and subsidies. As a result Yugoslavia soon found itself in a position where
it was forced to disregard its commitment to autarchy and export to the
West to obtain foreign currency. Yugoslav economic policies were therefore
in constant collision between the revolutionary ideals and the imperatives
of development (Bogeti¢, 2000: 273). This collision hindered cooperation
and the conclusion of economic agreements with the West. As a result the
Yugoslav leadership on one hand closely monitored the emergence of Eu-
ropean integration processes, while on the other refraining from officially
commenting on the Schuman Declaration (of May 1950) and the subse-
quent creation of the European Coal and Steel Community (April 1951).

It was not until May 1959 that Edvard Kardelj assessed in an article for the
Borba newspaper the establishment of the European Economic Communi-
ty (March 1957) as a positive development, while adding that the commu-
nity should have been founded on a “socialist programme”(Sirc, 2010: 168).
Criticism of Stalinism also encouraged debate on the division of Party and
state authority. This notion resonated loudly at the Sixth Congress of the
Communist Party of Yugoslavia taking place in November 1950 in Zagreb.
At the Congress the Communist Party of Yugoslavia renamed itself to the:
Communist League of Yugoslavia. The new name was supposed to symbol-
ise the relinquishing of the Leninist concept of a central communist party.
The Communists were to leave key offices and become merely “ideological
guides” whose role would be to steer the political and ideological educa-
tion of the masses. The bureaucratism, statism and centralism of the Soviet
model would be abandoned in favour of a proper democratic system which
would speed up the total withering away of the State and the transition to
Real Communism (Rezek, 2005: 45-47).

The Congress represented a radical break with Stalinism whilst enshrining
Self- Governing Socialism as the fundamental goal that the Communist
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League of Yugoslavia would pursue over the next 40 years. A significant
part of the de- liberations at the Congress was dedicated to foreign policy,
which had been thrown into disarray by the Yugoslav-Soviet dispute and
the unresolved issue of Trieste. These open issues necessitated a redefini-
tion of relations with the West.

In the foreign policy part of his address, the Secretary General of the Central
Committee of the Communist Party of Yugoslavia Josip Broz Tito stressed
that Yugoslav engagement in the world would be based on a principle of full
equality and non-interference in internal affairs, whereby he made a special
point of highlighting the good relations with Turkey and Greece.

The political leadership was concerned that Yugoslavia could not remain
neutral in the event of a Soviet attack, which is why European military in-
tegration processes were viewed as a potential alternative (Rezek, 2005: 47).

Due to the Soviet threat great emphasis was placed on examining the pos-
sibilities for Yugoslavia’s inclusion in Western defence systems. Neverthe-
less, full integration in NATO remained out of reach, as this would require
Yugoslavia to fundamentally change its political order, which was out of
the question for the Communist Party. Furthermore, the US believed that
Yugoslavia should serve as an example for other countries of the Eastern
Bloc on how to loosen relations with the Soviet Union and that it could not
perform this role as a member of NATO. European integration processes
were raised as a possible alternative to NATO.

In early 1952 the prevailing view was in favour of a military alliance be-
tween NATO, Turkey, Greece and Yugoslavia. Negotiations ran until Febru-
ary 1953, when an Agreement of Friendship and Cooperation was signed
between Greece, Turkey and Yugoslavia (Milosevi¢, 2007).

Due to mounting global tensions (the start of the Korean War), the US
demanded that Germany be rearmed. Faced with these demands French
Prime Minister René Pleven proposed on 27 May 1952 the creation of
the European Defence Community (EDC) following the example of the
ECSC. The purpose of this initiative was to establish a pan-European de-
fence force that would represent an alternative to West Germany’s member-
ship of NATO. After signing an Annex to the Balkan Pact on 28 February
1953, Yugoslavia was prepared to join such an initiative on tactical grounds
re- lated primarily to unresolved issue of Trieste, since Italy was opposed
to expanded inclusion of Yugoslavia in defence agreements with the West
(Dinian, 1999: 26; Pirjevec, 1995:196-201). But the French initiative would
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eventually fail, as it was rejected by the French Parliament during ratifica-
tion. Subsequently the focus of defence integration shifted to the Western
European Union (WEU).

The international situation would go on to improve as a consequence of the
conclusion of the Annex to the Balkan Pact on 28 February 1953 and the
signing of the London Memorandum on 5 October 1954. Furthermore, the
subsequent normalisation of diplomatic and trade ties with the Soviet Un-
ion presented Yugoslavia with new possibilities in relation to its inclusion
in European defence integration (Pirjevec 1995:198). In its official declara-
tions the Yugoslav political leadership began to support European integra-
tion that would not be based on military integration of Western Europe but
rather on the surpassing of the bloc divisions in Europe.

Western countries held a dominant position in Yugoslavia’s external eco-
nomic relations. In the early 1960s, Yugoslav economic development was
based predominantly on assistance from the US and other Western coun-
tries (see Jakovina, 2002). The primary purpose of this assistance was not
to promote economic ties but to provide for Yugoslav autonomy from the
Eastern Bloc. America and Britain believed that economic consolidation
which would enable the political survival of the regime of Josip Broz Tito
and an improvement in the standard of life of Yugoslav citizens was es-
sential. As the biggest creditors, the Americans also sought to establish ties
between Yugoslavia and the European Cooperation Administration (ECA)
and the Organization for European Economic Cooperation (OEEC). The
Yugoslav authorities meanwhile pursued their ideological goal of promot-
ing cooperation with Non-Aligned countries in an effort to maintain eco-
nomic independence. Nevertheless, trade with these countries did not grow
as expected and remained fairly modest (KPR 1-3-b/31; Lampe 1996: 268)

All the while the role of the European Economic Community (EEC) grew. It
was not based solely on growing trade but also on industrial and technical co-
operation and closer financial ties, which significantly affected external con-
ditions for economic cooperation. The members of the EEC represented an
increasingly important market for Yugoslav products, ranging from agricul-
tural produce to industrial goods. The EEC countries were becoming increas-
ingly important foreign trade partners for Yugoslavia. Yugoslavia registered
steady growth in trade with the EEC countries, primarily with Italy and the
Federal Republic of Germany. But as a result of this exchange Yugoslavia built
a trade deficit with Western European countries. The biggest problem was
the structure of the deficit, stemming from the fact that imports were made
up mostly of industrial products, whereas exports consisted of agricultural
produce, textiles and raw materials (CEC PIGD: 1973: 4).
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Due to a growing dependency on the Western European market, the im-
plementation of a Common Agricultural Policy in the EEC and common
external tariffs in 1962 represented a serious threat to Yugoslav exports and
the economy as a whole. In order to neutralise the negative effects of such
policies, Yugoslavia established its first contacts with the EEC. In January
1965 talks were launched at an expert level aimed at finding agreement on
common solutions for boosting Yugoslav exports, especially in cattle and
beef exports to the six member countries (CEC SG, 1970: 1).

The recognition of the EEC as a subject of international law and the ac-
creditation of the mission to the EEC in 1968 created the basic conditions
for launching official trade talks. The negotiations ran from October 1968
to February 1970 and concluded with the first trade agreement. The Yugo-
slav delegation was headed by Toma Granfil, whereas the EEC delegation
was led by Jean Francois Deniau (CEC IM, 1970: 1).

This was the first concluded agreement based on the principle of a common
trade policy. Implemented in early 1970, it would run for three years. The
agreement was of a non-preferential nature based on the common recogni-
tion of a trade system with the greatest benefits. Given that the previous
bilateral agreements between Yugoslavia and the other members contained
significant differences in the import-export regimes, whereby the differ-
ences were greatest in respect to the removal of quantitative restrictions,
the new agreement incorporated the principle of the highest degree of lib-
eralisation achieved in the bilateral agreements (Vukadinovi¢ R. 1997:65).

British sources labelled the agreement as the most important treaty since
the assistance programme given to Yugoslavia following the Informbiro
dispute. It was viewed as especially important in terms of efforts to reduce
the Yugoslav balance of payments deficit, as it enabled the export of ag-
ricultural and animal products to key Yugoslav trade partners: Italy and
Germany. The agreement was an important sign of the improving relations
between the Federal Republic of Germany and Yugoslavia and served to
solidify ties between Yugoslavia and the West (TNA FCO 30/586).

A new agreement was concluded in June 1973 for a five-year period. The
agreement reaffirmed Yugoslavia’s status as a state with the greatest benefits
in relation to customs, duties and other trade-related taxes. Yugoslav prod-
ucts from young cattle were raised as a special issue in the talks on the new
agreement and were eventually subject to a special import-export regime.
A specialised standing committee was established between Yugoslavia and
the EEC with the primary task of overseeing the implementation of the
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agreement. The committee was also able to propose new means of promot-
ing bilateral trade. The proposals were important primarily in the removal
of various trade barriers. For the first time the agreement also dealt with
the issue of Yugoslav workers in EEC countries (CEC PIDG, 100/1975:4).

Both agreements promoted and trade liberalisation and were particularly
important due to the harmonisation of a common external tariff for Yugo-
slav agricultural products While the agreements represented an important
boost to trade for Yugoslavia, it soon became evident that the biggest chal-
lenge of the trade deficit was structural in nature. Yugoslavia’s exports con-
tinued to consist primarily of agricultural products and textiles, with in-
dustrial products ranked third. The economic crisis only served to worsen
this trend. Furthermore, the EEC introduced quotas for sensitive products
in 1974. A restriction on the import of beef and beef products had sig- nif-
icant effects on Yugoslav trade. The result was a persistent drop in trade
between the EEC and Yugoslavia (CEC IM, 109/1977:2).

The enlargement of the EEC to Great Britain, Ireland and Denmark (in
January 1973) represented a new blow to Yugoslav trade. Failed domes-
tic economic reforms also contributed to a drop in trade to the developed
markets of Western Europe. Searching for a way to balance trade, the EEC
and Yugoslavia adopted on 2 December 1976 a joint declaration called the
“Belgrade Statement” that expanded cooperation to the area of financial
cooperation and the advancement of joint investments and projects and the
promotion of Yugoslav goods in the EEC.

The Belgrade Statement was the foundation for a new round of talks last-
ing from 1978 to 1980, when the Cooperation Agreement was signed. The
agreement was signed on 2 April 1980 and became a part of the Mediter-
ranean Agreement of the EEC. Dealing with industrial, technological and
scientific cooperation and agricultural, transport and social issues, in ad-
dition to trade, the agreement carried great significance. It also included a
financial protocol valued at 200 million ECU (Dinian, 1999:82-90; CEC EI,
94/1988: 2-3).

In spite of obtaining such a favourable agreement, Yugoslavia’s trade deficit
continued to increase, something Yugoslavia blamed on EEC protection-
ism. A fresh blow to Yugoslav trade came with the expansion of the EEC
to Greece (January 1981) and Spain and Portugal (January 1986), whose
export structure was in many ways similar to that of Yugoslavia.
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ATTITUDE OF SOCIALIST SLOVENIA TO EMERGENCE OF EUROPEAN INTEGRATION
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As the most developed and western-most republic in Yugoslavia, Slovenia
at- tributed special importance to European integration and regional coop-
eration. In the early 1970s this position received an important boost with
the arrival of the liberal Chairman of the Executive Council of Slovenia
Stane Kav¢ic¢, who emphasised the importance of Slovenia’s integration with
Western and Central Europe for the achievement of »optimal economics
of labour, whose power and value we will have to test on the internation-
al market and in international economic currents«(Repe 1999:31-51;Repe
&Princi¢, 2009: 73-80).

The first ideas of a closer »quadrilateral” cooperation between Italy, Austria,
Switzerland and Western Germany, which would subsequently include Yu-
goslavia, emerged in December 1971, when Austrian Chancellor Dr. Bruno
Kreisky spoke of the possibility for such cooperation in an interview with a
Zagreb-based television station (TNA FCO 33/1281). At the time the con-
ditions for such cooperation were not yet ripe, but this would change with a
drop in tensions in Europe and the signing of the Helsinki Final Act on Se-
curity and Cooperation in Europe in August 1975. Following the signing of
the Osimo Agreements in November 1975, a new chapter in relations with
Italy, a founding member of the EEC, was opened. On 20 November 1978,
the Alps-Adriatic Working Community was established as a means of for-
malising regional cooperation in culture, science, transport and tourism.

The community brought together Slovenia, Croatia, Friuli-Venezia Giulia,
Veneto, Carinthia, Upper Austria, Styria, whereas Lombardy, Trentino-Al-
to Adige, Bavaria and Hungarian provinces of Gyor-Sopron, Vas, Somogy,
Zala and Varvidek joined later (Bufon, 2011: 197).

The community aimed to develop economic, social and cultural multilat-
eral cooperation among regions which had been linked in the past but saw
their ties forcefully broken up after World War II. This form of regional
cooperation also represented a modern approach to tackling national is-
sues and the protection of ethnic minorities, adapted to the new reality in
international relations (Bucarelli, 2008:78-79).

In its name and structure, the Alps-Adriatic Working Community in
many ways mirrored the Working Community of Alpine Countries, which
brought together the Italian regions of Lombardy, Trentino-South Tyrol,
Austria’s provinces of Salzburg, Tyrol and Vorarlberg and the Swiss canton
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of Graubuenden. All until the 1990s the community represented the only
Euro-region surpassing the set divisions to East and West and as such played
a broader geopolitical role in promoting integration (Bufon,2011:197).

It was also at this time that Slovenia began advancing its policy of run-
ning from the “poor club” and moving closer to rich Europe. By bringing
together Slovenia, Friuli-Venezia Giulia, Croatia, Carinthia, Upper Aus-
tria, Styria and Veneto, the working community began a wave of regional
bridge-building in the economy, environment, culture, tourism and minor-
ity protection. The importance of this form of cooperation would later re-
flect in Slovenia’s efforts to gain independence.

CONCLUSION

High national indebtedness and politically motivated investments created
an inefficient and highly bureaucratised economy. The death of long-time
Yugoslav leader Josip Broz Tito in the spring of 1980 only further exposed
the political and economic differences between the republics and the feder-
ation. At the same time Yugoslav policies to European integration processes
became an increasingly important issue. The orthodox dogmatic political
line refused to allow for any possibility of joining the EEC, instead pro-
moting functional cooperation without integration. On the other side an
increasing number of political leaders and economists from Slovenia and
Croatia began calling for closer cooperation with the EEC, with some going
as far as saying Yugoslavia should ask to become a full-fledged member.

In addition to the first protocol, Yugoslavia went on to sign two additional
financial protocols to the Cooperation Agreement with the EEC. The sec-
ond protocol, running from 1985 to 1990, was valued at 550 million ECU
and was intended primarily for infrastructure development. The third pro-
tocol for the period from 1991 to 1995, valued at 870 million ECU, was
broken off in mid-1991. In this time Yugoslavia also became a recipient of
PHARE fund and the federal government launched exploratory talks for
signing an Accession Agreement (Vukadinovi¢, 1997:71). This represented
the peak of relations between the Socialist Yugoslavia and the European
Community. Following its disintegration, Yugoslavia lost the status of a
special and privileged EEC neighbouring country.

Irrespective of the development of relations with the European Community
preceding its disintegration, it can be concluded that these were too little
too late to change the flow of events, as Yugoslavia was essentially doomed
to fail with the rise of the violent policies of Slobodan Milo$evi¢.
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AJ - Archives of Jugoslavia

CEC - Commission of the European Communities
KPR - Office of the President of the Republic

TNA - The National Archives
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NATIONAL PARK GALICICA

Right between ocean blue coloured waters of Lake Ohrid and lake Prespa,
mountain of Galicica is imposed with its towering limestone ridge. Due to
its location, unusual natural beauty, scenery, aesthetic values, and excep-
tionally diverse and endemic flora and fauna, the Government of Republic
of Macedonia declared Gali¢ica National Park in 1958. It stretches over an
area of 22 square kilometres.

Beside the mountain of Galicica the park encompasses areas of the shores
of both Ohrid and Prespa lakes. Particularly distinctive are the relief char-
acteristics of Gali¢ica National Park: the high mountain peaks which often
exceed 2000 m (the Magaro peak being 2.254 m), the afforested areas at the
height between 1.564 m and 1.984 m and in the higher areas, the large pas-
tures with numerous herds which are a special ornament of the mountain
landscapes. The national park of Galic¢ica also includes a large number of
impressive caves — a geographical reminder of the Glacial Epoch, as well as
a special attraction for the tourists.

Especially touristic attractive is the area surrounding the monastery St.
Naum, where the springs of the river Crni Drim are located. With its lower
slopes reaching the edge of the lake the mountain Galic¢ica provides vistas
of extraordinary beauty. Prespa lake with its clear water and the clean sandy
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beaches also presents a very picturesque landscape. Especially attractive is
the island Golem Grad and the shallow bays near the village Konjsko, with
their small beaches.

However, the National Park Galicica is especially distinguished with the
abundance of floristic wealth. The floral life represents over 1000 species,
of which a large number of relicts and endems have the final frontier of its
range exactly on the mountain Galic¢ica. There is characteristically presence
of up now 11 discovered local endems to be found exclusively on the slopes
of Gali¢ica and nowhere else. It is intensively worked on the flora of the
National Park and there are indications that the number of endems will be
even bigger.

What is typical mark of Galic¢ica National Park? Lynx lynx martinoi or Bal-
kan Lynx is indigenous to the Balkans with estimated population in Mace-
donia of around 30-35 individuals. Due to such small population, and vari-
ous treats to its existence mainly resulting from human activities, in July
2006, Macedonian Environmental Society (MES) commenced a project for
increasing the population of the Balkan Lynx in Macedonia titled »Balkan
Lynx conservation project«.

Nevertheless, the park is also rich on monuments of great artistic and his-
torical significance. Belonging to the group of famous cave churches, the
following churches are under protection: »St. Bogorodica« in the village of
Pestani from XIV century, the church »St Bogorodica« in the camping site
Gradiste, the church »St Stefan« dating from the beginning of IX century
and has picturesque wall paintings.

Anja Fabiani
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This is an excellent and rare book which analyses
and reflects the role of Slovene diplomats in the
Slavic countries up till 1990. The main message
of the book is that Slavic component is part of the
Slovene diplomatic experience. It has contribut-
ed to enhanced diplomatic relations between the
Republic of Slovenia and several Slavic countries.
Contributions are published in Slovene, Czech
and Russian languages. The book was published
as part of the Personae series of the Studia diplo-
matica Slovenica collection.

The biography Izidor Cankar - A Diplomat of Two
Yugoslavias is an account of the diplomatic career
of Izidor Cankar in the first and second Yugoslav
states. The book outlines Slovenia’s progress from
the end of the 19th century to the late 1950s in
broad social terms as part of the Austro-Hungarian
Empire and the monarchist and communist
Yugoslavias. Special attention is given to the inter-
national point of view — debates on the Slovenian
issue in correspondence involving Slovenian dip-
lomats serving at Yugoslav missions. The book
was published as part of the Personae series of the
Studia diplomatica Slovenica collection.



Franc Rozman
Baron Josef Schwegel — spomini in pisma (Baron Josef Schwegel -
Memories and Letters)

2007 / 376 pages / ISBN 978-961-92173-0-6

Price: € 34

Baron Josef Schwegel

Ernest Petric

The book Baron Josef Schwegel — Memories and
Letters contains an autobiography of Baron Josef
Schwegel and his notes from the Congress of
Berlin. The book sheds light on Schwegel’s work in
diplomacy and foreign affairs based on his mem-
oirs and the letters he wrote his wife when he was
a member of the Austro-Hungarian delegation at
the Congress of Berlin. The book was published
as part of the Personae series of the Studia diplo-
matica Slovenica collection.

Slovenci v oceh Imperija - Prirocniki britanskih diplomatov na Pariski
mirovni konferenci leta 1919

(Slovenes in the Eyes of an Empire — Handbooks of the British
Diplomats Attending the Paris Peace Conference of 1919)

2007 / 524 pages / ISBN 978-961-92173-1-3

Price: € 35

The book Slovenes in the Eyes of an Empire -
Handbooks of the British Diplomats Attending the
Paris Peace Conference of 1919 includes a collection
of handbooks prepared by the Historical Section
at the British Foreign Office for the Versailles
peace conference in 1919. Political analyses, texts
containing historical and general information
(Slovenes, the Yugoslav movement, the Austrian
Primorska (Littoral) and Kansan (Carniola) re-
gions, Korogka (Carinthia), Stajerska (Styria))
that were intended to help shape British policy on
Central and Southern Europe following World

War I. The book was published as part of the Fontes series of the Studia
diplomatica Slovenica collection.
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Price: € 45

Ernest Petri¢

Zunanja politika

.....................

The author, an experienced professor of interna-
tional law, ambassador with remarkable career
and currently the president of the Constitutional
Court of the Republic of Slovenia, presents in this
book a comprehensive overview of foreign policy.
He combines in-depth theoretical expertise and
long year experience both in foreign policy deci-
sion-making process and in its exercising through
diplomatic means. This monograph is the first of
its kind in Slovene language and represents a pio-
neering contribution to science.

Andrej Rahten, Janez Sumrada (ed.)
Velikih pet in nastanek Kraljevine Srbov, Hrvatov in Slovencev
(Les Grands Cing et la création du Royaume des Serbes,

Croates et Slovénes)

2011/510 pages/ISBN 978-961-92173-0-6

Price: € 35
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Book is based on the research in the archives of
the Great Powers for the period 1918-1920, with a
focus on the Slovenian role in re-defining the bor-
ders of Europe at the Paris Peace Conference. For
the first time in one place and on the basis of pri-
mary sources, the research describes the policy of
the “Big Five” - the United States, France, Great
Britain, Italy and Japan - towards the establish-
ment of the Yugoslav state.



