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and Co-Chair Minister Ermelinda Meksi

Tirana, 22-23 May 2001

The Working Table on Economic Reconstruction, Development and Co-operation held its forth meeting on 22 and 23 May 2001, in Tirana. The meeting was formally opened by the Albanian Prime Minister Ilir Meta, who underlined his Governments’ commitment to play an active role and to contribute, to the fullest extent possible, to the success of the Stability Pact (see Speech of PM Meta). The Prime Minister stressed that the real value of the Pact cannot be judged solely upon the quantitative indicators of the quick-start phase, but that its philosophy as a developing process is based on medium and long-term strategies aiming at a more stable and prosperous region.    

Special Coordinator Bodo Hombach stressed the importance of results already achieved through the Quick Start Package of projects (see Speech of the Special Coordinator). He also commended the excellent work concluded by the Trade Working Group, which will lead to the creation of a network of free trade agreements in the region. This was an excellent  proof that the countries of the region are taking more ownership in the Stability Pact. 

Chairman Saccomanni outlined in his introductory remarks the achievements since the last WT meeting in Istanbul. He put a special emphasis on the effort made in the last months to streamline and improve efficiency of the main WT activities, in particular in the areas of Trade, Investment Compact, Business Advisory Council and Infrastructure. A copy of the report on the QSP was made available to all participants. 
The EU Presidency recalled that the Stabilisation and Association Process was the main tool offered by the EU to bring stability to the region (see EU Presidency presentation). It was important to formulate regional strategies for the priority sectors, as it is the case in infrastructure development. The EU Presidency assured participants of the continued support the EU is ready to provide to the Stability Pact.  
Statement from the Region

Minister Meksi summarized the outcome of the meeting of regional countries which had taken place the day before (see Regional Statement). She stressed that there was a need to move from a project level strategy, which has been prevailing during the first phase of the Pact to a program level strategy. The priorities for Working Table II, as seen by the region, were infrastructure, trade, investment and environment. She also underlined the need for the countries of the region to become more active and assume ownership in developing and implementing regional initiatives. Finally, she expressed the wish that in the future, the region will be able to talk more often with one voice, while fully respecting countries’ specificities.

Investment in SEE

Mr. Descamps from the EBRD gave an overview  on investment flows in South Eastern Europe during the past years (see EBRD report). Between 1996 and 1999, total annual private flows decreased in absolute terms from $ 6.4 bio to $ 2.8 bio. In 2000, total private flows have recovered, reaching $ 4.4 bio. According to Mr. Descamps, this was a reflection of the new regional stability, governments’ efforts to improve the investment climate and international financial institutions’ support. However, foreign direct investment and western banks’ lending to the local banking sector and to the local private sector has been decreasing. Such observations suggest that efforts to improve the investment climate in SEE need to be strengthened. The role of donors and grants is still very important in providing the necessary confidence and incentives. 

The discussion then focused on ways to further increase the role of the private sector in the economy of the region. The proposed course of action by the EBRD, which accepted to continue coordinating private sector initiatives in SEE, also with a view to the upcoming Regional Conference, was to intensify current efforts (by IFIs and bilaterals) and fine tune outstanding programs. In particular, as trade is of critical importance to the economies of SEE, the role of the Trade Facilitation Programs should be further enhanced. Similarly, the role of the private sector in infrastructure, to date very limited, should be further strengthened. Furthermore, support to the SME sector would be further intensified both in geographical terms and in terms of financial instruments utilised to support the sector. New micro-finance banks would be created, building on the success of  such banks in Albania and Bosnia and Herzegovina. Participants vigorously supported a stronger focus on private sector initiatives given the immense needs of the region which cannot be met solely by public efforts. A number of delegations referred to the model of Public Private Partnerships, which should be given further consideration in SEE. 

Investment Compact

Mr. Murphy from the OECD, who is - together with the UK - heading the Investment Compact Process, reported that progress in policy reform is being achieved across the region. However, the pace of reform is uneven, with some countries making rapid progress and others taking a more protracted period. The detail of the numerous planned reforms is captured in the document called “Monitoring Instruments”, which will be published shortly. The OECD representative underlined that while there was good progress in some areas, it became clear that there is a continuing need to work with SEE countries to provide support for the Investment Compact process and to ensure continued momentum. A number of delegations, notably from the Region, emphasized the importance they attach to attracting private investments. In order to regain momentum participants suggested to give a political push to this important process. The EBRD offered to provide private investment data on a six months basis. The Chairman concluded by stressing the need to make significant progress in the implementation of the Investment Compact and indicated that the data on private flows provided by the EBRD would be used to monitor the effectiveness of the reform efforts in the region.

Trade Liberalization and Facilitation

Mr Bogoevski, Chairman of the Working on Trade Liberalisation and Facilitation, reported on the work of the group and in particular on the finalisation of the Memorandum of Understanding (MoU) (see report by Trade Group and Detailed Minutes on WT Discussions on Trade). This MoU should be signed at ministerial level in Brussels on 27 June, once officially endorsed by each  country. It results from an appeal, launched at the WT II meeting of Istanbul, to take concrete steps to further liberalize the trade within the region. The Group held four drafting sessions since the beginning of the year and concluded its work on the preparation of the MoU on 21 May in Tirana. The MoU foresees, inter alia, the adoption between all countries of the region of Free Trade Agreements (FTA). It also provides specific guidelines for preparing these FTAs as well as a number of other measures, aimed at promoting trade liberalization in SEE. It is in full compliance with WTO and with the commitment undertaken by countries within the framework of the EU accession or the Stabilization and Association process. Following the signature of the MoU, the Group will be in charge of monitoring its implementation.

Assessment of Infrastructure QSP

The EC/WB Joint Office gave its periodic report on the implementation of the QSP. It reported that 2.7 billion Euro had now been committed to regional projects. Out of this 1.69 billion Euro have been committed to QSP projects (see JO Financial Report). The Joint Office also distributed an overall report on the infrastructure QSP projects (see JO Infrastructure Report). Out of the 34 projects and studies in the quick start program, bidding for contracts is underway or completed on over half of the projects and studies, representing 75% of the total cost, while work has actually started on 12 so far, representing 46% of the total cost of the projects.  The WT welcomed these results but noted that some serious delays have been experienced on different projects and studies: the most common cause of delay continues to be difficulties with the acquisition of land required to make way for new roads and bridges and this has delayed the start of bidding on at least six projects. Three other projects still await the resolution of sectoral issues and completion of some technical studies before a firm schedule can be established. For most of the studies the lead agency (EC) decided to first develop a strategic framework involving the countries of the region which resulted in delays of the finalization of terms of reference and start of bidding. The EIB (see EIB report), the WB, the EC and the EBRD reported on their specific projects. The WT took note of the reports of lead agencies and expressed the view that every effort should be made by both beneficiary countries and lead agencies to overcome remaining obstacles on the implementation of projects. The office of the Stability Pact and the Chairman of WT II will continue to monitor progress in QSP projects. 
Presentation of Strategy Papers

As agreed at the informal meeting of WT II in Rome on 16 January 2001, leading agencies for infrastructure presented their strategic papers aimed at providing a regional and consensual framework for the selection, promotion and financing of future projects.
· The EC presented its strategy paper on Transport and Energy (see Transport and Energy Infrastructure in SEE). While recognising the value added of the strategy paper, concerns were expressed on the scope of the paper and the fact that it did not cover Bulgaria and Romania. The urgent need for calling a meeting of the Management Committee of the Regional Electricity Market was stressed by several delegations. The US proposed to provide financing for the first meeting and Germany for the second. It was concluded that the strategy paper should be further developed in the light of the discussions.
·  The EBRD presented their draft study on Water (see EBRD report on Water Sector in SEE).The study will be further developed in the light of the discussions.
· The EIB presented the Air Traffic Regional Infrastructure Study, recently completed. The study was welcomed by the WT. 

Following the discussion of the strategy papers, the chairman introduced the proposed way ahead. Following an open exchange of views, the proposed paper was amended and endorsed (see Way ahead in Infrastructure). It sets out a clear working method for the future selection of regional infrastructure projects, based on a permanent process of dialogue and concertation between countries of the region and the Infrastructure Steering Group. In view of the upcoming Regional Conference, this Group will hold a first meeting in July 2001. 

Business Advisory Council

Chairman Saccomanni informed about the steps, which had been proposed to reform the BAC, i.a. to use a country by country approach, to promote the establishment of foreign investors clubs (where they do not already exist) in each country of the region and to setup an Executive Secretariat to prepare the work of the BAC. This reform package was endorsed at the last BAC meeting in Tirana at the end of April. The Albanian member of the BAC, Mr. Vebi Velija, informed the participants about the main outcome of the Tirana meeting and the activities planned for the near future. 

Danube Cooperation

The SCSP and the Austrian Delegation presented briefly the concept and the state of play with regard to the upcoming Danube Conference. The idea is to organise a Conference at Heads of Government level in order to give a political impetus to the renewal of Danube Cooperation. Preparatory meetings have been held with Danube countries and other interested parties. The Austrian Government has offered to take the lead in the preparation of the Conference and to host it in Vienna. The next preparatory meeting will be held on 12 July in Vienna. The date for the Conference has not been fixed but it is foreseen to hold it at the end of 2001 or in early 2002. 

 Financial Sector Reform
Chairman Saccomanni informed about the meeting which had taken place, upon the invitation of the Greek Central Bank, in Athens on 2 April.  The meeting had revealed a broad consensus on the need to strengthen the process of reform in the banking and financial sector in SEE, which, as indicated in a report presented by the EBRD, was still unable to provide a significant contribution to economic activity and private sector development. Different views were expressed about the role of the SP in this delicate field, where major IFIs and the EU Commission were deeply involved. The meeting also focused on central bank cooperation in SEE, on the basis of a presentation by the European Central Bank. The European Central Bank offered to kick-start a cooperation process between central banks of the region, which was warmly accepted by participants. 
Chairman Saccomanni concluded by indicating that further contacts will be held on the subject of financial sector reform with the IFIs involved and that he will report on future work to the WT II at its next meeting.
Guest Presentation: Development of Rural Sector in SEE

Chairman Saccomanni invited Mrs. Claude Forthomme from the Food and Agricultural Organization (FAO) to present to the participants the issues and problems related to the rural sector in South Eastern Europe. Mrs. Forthomme outlined the importance of the reconstruction of the rural sector for the region, identified areas for regional assistance in revitalizing the rural sector and outlined the activities of FAO in this field (see paper Reconstruction of the Rural Sector in the Balkans – a Regional Approach). The Chairman recalled that Rural Development is not a Stability Pact activity as such but that rural development should be kept in mind in the work of the Stability Pact and of WT II.

Environment

The Chairman recalled that environment has been confirmed as a priority area for WT II, but that unfortunately the actions undertaken so far did not meet expectations. The Chairman asked the European Commission to provide some information and reassurances on the Regional Environmental Reconstruction Programme (REREP). 

The Representative from the EC acknowledged a number of difficulties in the implementation of the programme such as slow disbursement of funds by donors including the European Commission (see The Regional Environmental Reconstruction Programme: Progress to date). He informed the meeting that attempts were under way to overcome problems and that increased attention would be paid to mainstreaming environmental considerations into other sectoral activities. Concerning the overall work so far accomplished, he expressed measured satisfaction. The Chairman underlined that environment is a core area of Stability pact activities but that concrete results would need to be produced shortly. He kindly  asked the Commission to intensify efforts in implementing the REREP.

Social Cohesion

Mr. Villey from France, chairman of the Working Group on Social Cohesion, outlined the Action Plan for the Social Cohesion Initiative focusing on health, social protection, employment policy and vocational training, housing and social dialogue (see Report on Social Cohesion Initiative). He emphasized that the Working Group would assess the progress made by the end of the year before deciding what aspects of this very ambitious range of activities should be emphasized in the future. 

The representative of the Federal Republic of Yugoslavia accepted the co-chairmanship of the Initiative. Albania, Croatia and FYR of Macedonia also supported the Initiative. Austria, Italy and Switzerland informed the meeting that they wanted to play an active role in the work of the Initiative. The Initiative was also supported by the Council of Europe, the Council of Europe Development Bank, the European Training Foundation, ILO, and the World Bank. Chairman Saccomanni welcomed the progress report, underlined the importance of the social sector, and supported the proposed review at the end of the year. 

e-South East Europe

The Chairman invited Mr. Krister Thelin from Sweden to present the work of the Group on e-South East Europe,  formerly e-Balkans. Mr. Thelin presented the objectives of the Initiative such as the survey of already existing ICT development in South Eastern Europe and the need for increased Internet penetration in the region (see e-SEE Report on Work and Planned Action). He also outlined the work accomplished in the three areas of e-government, e-business and e-education and emphasized that the Initiative did not only aim at governments but calls for the active involvement of the business community and the civil society at large.

The Initiative received support from Albania, Bulgaria, Croatia, FYR Macedonia and the Federal Republic of Yugoslavia as well as from Austria, the United Kingdom and the United States. The Chairman asked the Working group to continue its work and invited the participants of the meeting to carefully study the document, which had been submitted.  

Next Regional Conference

The Chairman and the SCSP presented the proposed format for the upcoming Regional Conference, which will take place in Bucarest next October. The SCSP non paper presented at the last meeting of the Working Level Steering Group was circulated (see SCSP non paper for Regional Conference). The Conference would differ from the First Regional Funding Conference since pledging would not be the only focus.  Instead, the Conference would be divided in four main sessions: Infrastructure, Private Sector Development, Regional Cooperation and Overall Support to the Region. It would focus on the adoption of regional strategies in these areas. The conference itself would also address funding in some sectors, including in infrastructure, primarily in relation to projects for which financing is already secured or under finalisation. This concept was supported by several delegations. However, the EC expressed the view that the Conference should not include pledges. The Chairman concluded by recalling that preparations of the Conference have just started and that further discussions and consultations will take place in the next weeks.
Other Business

The Chairman and the participants of the Working Table warmly thanked the Albanian authorities for the excellent organisation of the meeting and for the generous hospitality extended throughout.

All reports mentioned in these conclusions can be accessed at the Stability Pact web-site (www.stabilitypact.org).
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