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Plenary Meeting of Working Table II, Tirana 4 December, 2003

Chairman’s Conclusions

Working Table II (WT II) of the Stability Pact met in Tirana on 4 December under the chairmanship of Fabrizio Saccomanni, Vice President, EBRD.  The meeting was co-chaired by Mihai David, State Counsellor at the Prime Minister’s office, Romania, in his capacity as the current co-chair of  WT II. 
The meeting provided Stability Pact partner countries and organisations with an opportunity to review progress in 2003 on WT II initiatives, particularly those that are core objectives for the Stability Pact.  Goals and challenges for 2004 were also discussed.  

Overview

Much of WT II’s work in the previous six months focused on developing further the policy framework in key economic sectors through which the countries can expedite the economic reform process.  This is vital to secure sustainable growth of output and employment as well as making progress on the path to European accession. In 2004, emphasis will shift to implementation of these policy commitments.  

Contributions from various representatives from South Eastern Europe (SEE) highlighted their commitment to the on-going reform process but also reiterated the need for continuing support from the international community to assist with implementation. 

The importance of implementation of policy commitments should not be underestimated.  The tangible progress in agreeing to and implementing policy reforms in the region to date has been associated with increased flows of foreign direct investment (FDI) to the region – inflows may reach € 5 billion by the end of 2003.  Given the upturn in the global economy, SEE has a window of opportunity in terms of attracting substantial inflows of capital as well as managerial and technical know-how that will secure its economic development.

However, the uneven distribution of FDI inflows (Romania, Bulgaria, Serbia and Montenegro and Croatia each received approx € 1 billion each) clearly indicates that while investors are interested, they will only put their money into those countries that are firmly committed to economic reforms and who can demonstrate solid progress in implementation.  
As highlighted by the Special Co-ordinator, South Eastern Europe faces continuing economic difficulties in 2004 including the potential social costs of high unemployment.  Therefore, in addition to consistent implementation of policy reforms, the countries of SEE must also seek to foster a culture of entrepreneurship and SME development as well as to improve employment policies and to strengthen   labour market institutions to enhance employability if they are to take full advantage of the current opportunities.   All of WT II’s initiatives will continue to contribute to these aims – the creation of an appropriate policy framework , the development of a more supportive business environment and the fostering of social cohesion and attention will be given to improving co-ordination and enhancing synergies between initiatives. 

These initiatives will be complemented by additional financial instruments for trade, SMEs, energy and transport , that will come on stream following the meeting of Finance Ministers, IFIs and the EC in Venice on 30 October hosted by the Italian EU Presidency.  Following this meeting, grants from the Italian Government and the EC of approximately Euro 35 million will leverage financing from the IFIs of nearly Euro 650 million for investment in these areas over the period 2004 to 2006.
Energy and Other Regional Infrastructure

Over the past six months, the Infrastructure Steering Group has pursued its work towards building a consensus among the SEE countries and the International Financial institutions (IFIs) around strategies for the development of the main infrastructure sectors.  Namely the Regional Energy Market, which will be underpinned by a major investment prioritisation study, the core transport network for the Western Balkans, underpinned by the REBIS study and the improvement of aviation safety and air traffic control in SEE, in line with the EU Single Sky Initiative, on the basis of a study jointly implemented by Eurocontrol and the Joint Aviation Association (JAA) (see www.seerecon.org for further details).

The expansion of the Memorandum of Understanding (MoU) on the Regional Electricity Market to the gas sector and its eventual transformation to a legally binding treaty is seen as vitally important for securing interest from investors as it will provide assurances regarding policy direction in terms of creating a regional energy market throughout SEE.  Numerous participants at the SP organised Industrial Round Tables on this “Athens Process” during 2003 underlined the importance of such assurances.  It is hoped that the European Commission will receive the mandate to negotiate the treaty as soon as possible from the EU Council of Ministers.   The importance of taking decisions on priority investment projects in parallel to the MoU/treaty negotiations was emphasised by several delegations.

The useful and unique role of the ISG was noted and suggestions were made towards expanding this role in the areas of water supply, environmental protection and perhaps even education and health, in addition to the ISG’s ongoing task of monitoring the implementation of agreed strategies and programmes.   This will be a key task for early 2004.

Some additional instruments to facilitate infrastructure development were announced. The World Bank is setting up some more flexible lending instruments (e.g. use of Institutional Development fund resources in support of region-wide capacity building programmes ).  The US/IFC led Bid Facility (US$ 10 million) to be launched in 2004 will provide a useful mechanism to finance the preparatory stages of potential public private partnerships (PPPs) in specific infrastructure sectors (see www.bid-facility.com)

Trade and Investment

WT II possesses a variety of instruments that contribute to improving the trade and investment climate in SEE including the Trade Working Group, the Investment Compact, the Business Advisory Council (BAC), EBRD led private sector development programmes and the eSEE Working Group).   Following the completion of the network of free trade agreements announced at the Ministerial Meeting on Trade held in Rome on 13 November, their full implementation should boost inter and intra regional trade provided issues such as non-tariff barriers are addressed.  The possibility of expanding CEFTA to cater for all SEE countries, as suggested by several country delegates will be explored.  

The various activities of the Investment Compact in improving the institutional capacity of SEE to attract much needed FDI (www.investmentcompact.org) provide impetus for progress in both policy reform and promotional activities.  The Ministerial Meeting on Investment in July reinforced the commitment of the SEE countries to co-operate to improve the overall attractiveness of the region for FDI. The creation of Foreign Investors Councils under the auspices of the Investment Compact is a particularly valuable contribution to providing structured feedback to governments on the investment climate.  As such, this particular initiative complements the work of the Business Advisory Council, especially the regular missions to countries in the region.  

The increase in volume and value of transactions under the EBRD’s various private sector development programmes in trade facilitation and SME financing and support is a very positive trend in terms of stimulating and supporting economic operators.  This is an area WT II should actively promote in its efforts to encourage increased levels of entrepreneurship and employment generation in the region.  To this end, the agreement in principle to expand the EBRD /EU SME financing programme in accession countries to the Western Balkans is to be warmly welcomed The potential of information and communication technologies to accelerate development should not be ignored and the eSEE Working Group can provide valuable assistance to those SEE countries that were not part of the eEurope+ process.
Social Cohesion

The conviction that economic development must be underpinned by strong social policies emerged very strongly from the WT II meeting – with support from both the countries of the region and the international community.  Of the different social policy sector issues addressed by the SP’s Social Cohesion Initiative, the issue of employment policies received particular attention and will continue to do so in 2004.  The Ministerial Declaration that followed the Belgian sponsored SEE Employment Conference in Bucharest on 31 October 2003 sets out the issues to be addressed to improve employment policies and employment services in the region to EU, Council of Europe and ILO standards , to improve social dialogue and to promote labour mobility for employment generation. The Bucharest Declaration was commended for regional co-operation process it establishes in the areas of employment, labour markets and training. This process will be co-ordinated by the Council of Europe in close relation with the ILO, under the auspices of the SP Social Cohesion Initiative. A first follow up meeting was planned to take place in Brussels on 9 December 2003. 
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