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Christophe Solioz

Rethinking south-eastern Europe through a
pan-European perspective

Introduction

To state the obvious, Europe today — and ‘Europe’ refers not only to western Europe,
nor exclusively to the European Union — is completely different from what it was
some fifteen years ago. So too is south-eastern Europe, although for different reasons.
The break-up of the Socialist Federal Republic of Yugoslavia (SFRY) in the early
1990s and, most of all, the ‘transition through war’ (transition guerriére)' considera-
bly affected the fate of the region.

In the first post-war decade, the European Union (EU) integration process, taken
on a country-by-country basis, was the main incentive to reform. Regional initiatives,
such as the South-east European Co-operation Initiative (SECI), the Stability Pact for
South-Eastern Europe, launched in 1999 under the auspices of the OSCE, and the re-
cently reframed Central European Free Trade Agreement (CEFTA) have received in-
creased attention as the regional dimension — initially a somewhat neglected facet — is
now seen as a crucial issue.

Thus, in this first phase, the EU can be said to have garnered the lion’s share of at-
tention to the detriment of pan-European organisations, such as the OSCE, the Coun-
cil of Europe and UN agencies such as UNECE. This paper argues that, in the new
geo-strategic environment, pan-European organisations must complement the EU ap-
proach. This contribution will, firstly, briefly review the current situation in south-
eastern Europe; secondly, outline a pan-European perspective; and, thirdly, briefly fo-
cus on the fate of regional initiatives.

South-eastern Europe at a glance

Main regional trends

The Stabilisation and Association Process (SAP) is the EU policy framework for the
countries of the region — Albania, Bosnia and Herzegovina, Croatia, the former Yugo-
slav Republic of Macedonia, Serbia and Montenegro.2 At the EU Thessaloniki sum-
mit on 21 June 2003, the EU made the promise that south-east Europe countries could
join the Union provided they bring themselves up to EU standards.

Where do we stand four years later? Slovenia — since May 2004 — Bulgaria and
Romania — since January 2007 — are fully-fledged EU members. But the other coun-
tries remain knocking at the door: on the one hand, Croatia, the former Yugoslav Re-
public of Macedonia and Turkey as candidate countries; and, on the other, Albania,
Bosnia and Herzegovina, Montenegro and Serbia as potential candidate countries. In-

1 See Marina Glamocak (2002) La Transition guerriére yougoslave Paris: L’Harmattan.

2 The main elements of this long-term commitment to the region were first presented in a
Commission Communication (COM(99)235 of 26 May 1999). The Central European
countries in transition, Bulgaria and Romania completed that process before joining the
EU.
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deed, until the June 2007 EU summit (see below), the EU prospects of south-east Eu-
rope countries in ‘post referendum Europe’3 appeared bleak: between 2005 and 2007,
more than the speed and achievements of the reform process oriented on the EU ac-
quis communautaires in the various countries of the region, it was the exceedingly
long ‘pause for reflection’, the EU’s limited ‘absorption capacities™ and ‘enlargement
fatigue’ that were blocking the enlargement process. Nevertheless, all countries of the
region are supposed to join the EU, sooner or later (see Table 1).

Table 1 — EU accession forecast for south-east Europe

SAA Negotiations EU Euro
Bulgaria 1995 1999 2007 2009
Romania 1995 1999 2007 2012
Croatia 2005 2005 2010 2012
FYR Macedonia 2005 2008 2012-2013 2015
Albania 2006 2009 by 2015 by 2017
Bosnia and Herzegovina 2007 2009 by 2015 by 2017
Serbia 2007 2009 by 2015 by 2017
Montenegro 2007 2010 by 2015 2002

Source: Gligorov (2007).

Despite some back-pedalling, the situation of these countries shows — contrary to
what is often stated — a far more positive than negative picture overall. This applies in
a particular way to the economies of the region: their continued growth can be as-
sessed to be sustainable (average GDP growth rates illustrate this: see Table 2) and
the business climate has improved. The rapid growth of exports (even if not at the
same speed as GDP), increased foreign investments and recovered labour markets
also illustrate the improved economic environment. Other positive signs are the indi-
cators of macroeconomic stability, low inflation, improved public sector performance
and fiscal balance. Only employment tends to recover more slowly. Thus, the econo-
mies of south-east European countries clearly show signs of catching up. Of course,
some crucial questions remain unresolved, including the status of Kosovo and Bosnia

3 Christophe Solioz (2007) (2005] ‘The Balkans in Post-Referendum Europe’ Turning
Points in Post-War Bosnia Baden-Baden: Nomos, pp. 144-52.

4 To clarify this notion, recently converted to ‘capacity to integrate,” see Siegfried Schultz
and Ulrich Brasche (2007) ‘Absorptionskapazitit der Europdischen Union — eine Orien-
tierungshilfe’ Siidosteuropa Mitteilungen 47(3): 6-19.
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and Herzegovina’s problematic internal integration. Nonetheless, as noted by
Vladimir Gligorov:

Stability and growth have proved to be much more resilient to political shocks and instabili-
ties than in the past.’

Table 2 — Gross domestic product

1995 | 2002 | 2003 | 2004 | 2005 | 2006 | 2006 | 2007 | 2006 | 2007 | 2006 | 2006

1%t quarter | forecast | 1990 | 2000

=100 | =100
Croatia 68 | 56 | 53|43 |43 |48 60|70 5 5 | 1134|1324
FYR Macedonia 109 [ 28 | 41 38312270 4 4 1006|1103
Turkey 72179 |58 |89 | 7461167 . 5.5 | 6.5 | 186.1 | 131.0
Candidate coun- 70 | 75|57 |83 | 70|59 |65 . 54 | 63 | 1742 | 130.5
tries
Albania 89 | 43 | 58| 62| 56|49 . . 5 |55 . 139.0
Bospia and Herze- | 50.0 | 55 | 3.0 | 6.0 | 55 | 6.2 . . 6 6 . 134.9
govina
Montenegro . 1.7 1241|4240 ] 65|68 |66 5 5 . 119.9
Serbia . 42 125|184 |62 (5770|871 5 5 . 136.4
Potential.candida- . 45|31 | 73|58 58 . . 52|53 . 135.7
te countries

Some figures preliminary. NB: real change in % against preceding year
Source: wiiw, July 2007.

European integration process

It is well-known that the enlargement process is also dependent on the EU’s own in-
ternal reform process. After an excessively long ‘pause for reflection’, Angela Merkel
— the German Chancellor who held the six-month rotating EU presidency during the
first half of 2007 — intensified her diplomatic efforts in order to re-open the Union’s
treaty reform process. After Poland stepped back from a dramatic threat to veto any
agreement, the breakthrough came on a Reform Treaty aimed at replacing the defunct
proposed constitution. This Treaty will streamline EU decision-making, improve the
EU’s international presence with a High Representative and a permanent president
and provide the institutional framework to resume the enlargement process.5

5 In Vladimir Gligorov and Sandor Richter et al. (2007) High Growth Continues, with
Risks of Overheating on the Horizon (Vienna: wiiw; Research Reports No. 341, July),
part B.
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This package should be finalised at an Intergovernmental Conference (IGC) to be
organised in the summer of 2007; and it also includes an additional condition for can-
didate countries: a commitment to promote EU values. Further, there will be an obli-
gation to notify the European Parliament and national parliaments of an application
for membership. Thus, the Reform Treaty might include institutional changes increas-
ing the entry difficulties for would-be EU members.

These already exist in the form of an unprecedented monitoring regime set up for
Bulgaria and Romania. Indeed, when Bulgaria and Romania entered the EU on 1 Jan-
uary 2007, special provisions were made to facilitate and support smooth accession
and, at the same time, to safeguard the proper functioning of EU policies and institu-
tions. The European Commission monitors the application of law (the acquis commu-
nautaire) to ensure that these obligations are being met. Thus, the accession of both
countries was accompanied by a set of specific accompanying measures put in place
to prevent or remedy the remaining shortcomings that were identified in several areas.
A special Co-operation and Verification Mechanism was established in the areas of
judicial reform and the fight against corruption and organised crime which sets out
benchmarks to provide a framework for monitoring progress in these areas. The Euro-
pean Commission approved the first reports on progress under the Co-operation and
Verification Mechanism on 27 June 2007.7 Meanwhile, on 21 June 2007, the Euro-
pean Commission finalised its planning for the financial assistance that candidate and
potential candidate countries will receive in 2007-2009 under the Instrument for Pre-
Accession Assistance (IPA).® Thus, the institutional and financial capacities to pro-
ceed with the integration process are now finally available.

6 The European Council agreed on 23 June 2007 to convene an IGC before the end of July
2007 which is tasked to draw up a Reform Treaty before the end of 2007 so as to allow
for sufficient time to ratify the resulting treaty before the European Parliament elections
in June 2009.

7 See Commission of the European Communities (2007) Report from the Commission to
the European Parliament and the Council on Bulgaria’s progress on accompanying
measures following Accession (Brussels: COM(2007)377, 27 June 2007) and Report from
the Commission to the European Parliament and the Council on Romania’s progress on
accompanying measures following Accession (Brussels: COM(2007)378, 27 June 2007).
These reports have been prepared in this post-Accession perspective and seek to assess
the progress made on the commitments made at the time of Accession. The reports are not
monitoring reports; they are an assessment made under the Co-operation and Verification
Mechanism established by Commission decision of 13 December 2006.

8 An overall indicative amount of € 3.96bn will help Croatia, the former Yugoslav Republic
of Macedonia, Turkey, Albania, Bosnia and Herzegovina, Montenegro, Serbia and Kos-
ovo (under UNSC Resolution 1244) enhance political and economic reform and develop-
ment. It must be noticed that IPA Multi-Annual Indicative Planning Documents for 2007-
2009 include under ‘IPA Component II” significant means to enhance cross border co-op-
eration.
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Table 3 — Transition indicators for 2006

Large scale | Small Restruct- | Price Foreign Compe- | Banking re-
privatisa- | scale pri- uring liberal- | tradeand | tition poli- | form and
tion vatis- isation | exchange cy interest
ation rate re- rate liberal-
gimes isation
Albania 3.00 4.00 2.33 4.33 4.33 2.00 2.67
B&H 2.67 3.00 2.00 4.00 3.67 1.67 2.67
Croatia 3.33 4.33 3.00 4.00 433 2.33 4.00
Macedonia 3.33 4.00 2.67 433 4.33 2.00 2.67
Montene- 3.33 3.00 2.00 4.00 3.33 1.00 2.67
gro
Serbia 2.67 3.67 2.33 4.00 3.33 1.67 2.67
Stock ex- | Other in- | Telecoms Rail- | Electricity Roads Water and
change and | frastruc- ways sewage
other non- ture
banking fi- | reform
nancial
services
Albania 1.67 2.00 3.00 2.00 2.67 2.00 1.67
B&H 1.67 2.33 2.33 3.00 3.00 2.00 2.00
Croatia 3.00 3.00 3.67 2.67 3.00 3.00 3.33
Macedonia 2.33 2.33 3.00 2.00 3.00 2.33 2.33
Montene- 1.67 2.00 3.00 1.00 2.33 2.00 2.00
gro
Serbia 2.00 2.00 2.33 2.33 2.33 2.67 1.67

NB: Progress is measured on a scale from 1 to 4: with 4 and 4+ (4.33) indicating that
the level of development has been achieved. Source: Transition Report 2006.

Despite these recent positive changes, we have to consider some limits of the cur-
rent integration process. ‘Enlargement fatigue’ has had negative consequences for the
region while the ‘pull factor’ and stimulus for reform of the implementation proc-
esses, although not completely vanished, is less convincing today given their cur-
rently slow progress. In spite of the economies in the region now doing much better,
‘reform fatigue’ characterises the public governance and structural reforms of most of
the countries — except Croatia — as illustrated by the indicators for the advance of tran-
sition published by the European Bank for Reconstruction and Development (see Ta-
ble 3). Worse, aggressive nationalism has received a fresh impetus and is affecting the
domestic divide in various countries. This might well affect stability and moves us
into potentially dangerous and unpredictable territory. We may also observe that the
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‘EU soft power’ — conditionality built on attraction — worked pretty well in countries
whose chances of accession were tangible and where the transformation process was
already underway. But when it comes to political problems — as in Bosnia and Herze-
govina, Serbia and UNMIK/Kosovo — the attraction of membership shows its limits.
A more coercive approach based on conditionality but built on compulsion is obvi-
ously needed. This, of course, contradicts the trend toward more ‘ownership’.

Local political forces — especially in Bosnia and Herzegovina, Serbia and UN-
MIK/Kosovo — are unable to agree about their own future but the limits of the techno-
cratic and acquis-focused approach — successfully applied by the European Commis-
sion to the 2004 entrants, as well as to Romania and Bulgaria — are obvious. Given the
politicised nature of the accession debate on Croatia and Turkey, and considering also
the political and security issues presented by UNMIK/Kosovo, Serbia and Bosnia and
Herzegovina, the EU needs to re-think the European project in the region and, above
all, to embrace politics in order to make south-eastern Europe work.? Indeed, it should
be not forgotten that the EU enlargement project in the region is also very much a
peace project. But the limits of the technical nature of the accession talks represent
only one problem. The importance of regional co-operation — especially if we con-
sider the magnitude of the economic dimension — is another central issue that must be
addressed.

Affecting stability in the region as a whole and at the country level, in addition to
economic prospects, are typical cross-border issues: foreign direct investment; trade
and transport facilitation; people mobility and migration; environmental protection;
and energy supply. These regional—trans-boundary issues must be addressed as part of
a broader regional vision encompassing a geo-strategic role for these countries as
bridging Europe and Asia, Europe and the middle east. Of course, this speaks in fa-
vour of a broader understanding of south-eastern Europe which links the Danube re-
gion and central and eastern Europe with western Asia and Russia. Against this back-
ground, regional initiatives, as well as pan-European regional organisations, should
become more active in fostering the regional economic integration process within a
pan-European framework. This would not interfere with, but would rather comple-
ment and reinforce, EU integration and the European Neighbourhood Policy (ENP).!0
Among other elements of a pan-European approach with much added value is that
these countries are deemed as ‘European’ under cultural, historic and geo-strategic
considerations — emphasising that Europe is more than just an enlarged EU. This
broader concept of Europe must now be made a reality.

Perspectives on a pan-European approach

The necessity of a comprehensive framework

Individual strategies and good-neighbourly relations cannot tackle all the challenges
that the countries in the region face. National and bilateral solutions are not sufficient
when it comes to economic development, climate change, migration pressure, energy

9 See T. K. Vogel (2006) ‘Why the EU Needs to Embrace Politics if it Wants to Make the
Balkans Work’ in Denisa Kostovicova and Vesna Boji¢i¢-DZelilovi¢ (eds.) Austrian Pres-
idency of EU: Regional Approaches to the Balkans Vienna: Centre for the Study of Glo-
bal Governance & Centre for European Integration Strategies, pp. 62-70.
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policy strategies and international terrorism, etc. Only a pan-European vision, firstly,
sets the bilateral issues and the regional dimension in a coherent and significant
framework for an efficient development of economic, political and cultural co-opera-
tion; and, secondly, ensures a bold and new vision for south-eastern Europe and also
for Europe as a whole.

Firstly, a truly pan-European approach systematically links national and regional,
local and global perspectives in a multilateral co-operation framework — moving reso-
lutely beyond national country-based strategies and bilateral country-to-country ap-
proaches. Secondly, it encompasses political and socio-economic aspects, the security
dimension and the development challenges. Thirdly, it covers the whole of eastern
and south-eastern Europe, the Caucasus region and Russia, reaching out towards eur-
asia, including the Caspian region and Central Asia.

Such an approach could contribute to overcoming the new divisions and contra-
dictions induced by the latest round of the EU enlargement.!! Indeed, today more than
in the past, south-eastern Europe and the Black Sea region are heterogeneous areas
encompassing EU members, would-be members and countries explicitly barred from
an EU accession perspective — such as Ukraine, Russia and the Caucasian states. The
increased complexity of bilateral and regional relations is illustrated by the Romanian
and Bulgarian case: as new EU members, they must strengthen their borders with
their eastern neighbours — but this contradicts and undermines the promotion of re-
gional co-operation. Economic co-operation provides another example: the develop-
ment of free trade areas are, as such, welcomed but they must take due account of EU
member states and countries being bound to the EU’s common commercial policy by
a customs union and thus being unable autonomously to participate in regional free
trade schemes. There is more: co-operation within the region and co-operation be-
tween the region and the EU on the one hand and, on the other, the co-existence of nu-
merous co-operation programmes — such as the pre-accession process, the European

10 The European Neighbourhood Policy (ENP) — an adapted strategy for a ‘wider Europe’ —
intends to prevent the emergence of new dividing lines on the European continent and to
establish close partnership-based relations, focusing on strengthening security and stabil-
ity, with non-EU member states. The ENP has an impressive and comprehensive regional
coverage, targeting all European states of the Commonwealth of Independent States
(CIS), including the south Caucasus and all the Mediterranean states of the Barcelona
process. But the ENP does not represent an enlargement policy, nor does it aim to open
up the prospect of membership to the countries concerned or to provide specific accession
prospects — even if it does not prejudge the prospects for some countries that may, at
some future point, apply for membership, which is strongly desired by Ukraine, Moldova,
Georgia and Armenia. See Commission of the European Communities (2004) Communi-
cation from the Commission: European Neighbourhood Policy Strategy Paper (Brussels:
COM(2004)373, 12 May); and Commission of the European Communities (2006) Com-
munication from the Commission: On Strengthening the European Neighbourhood Policy
(Brussels: COM(2006)726, 4 December).

11 On 1 May 2004, the EU welcomed ten more member states: Cyprus; the Czech Republic;
Estonia; Hungary; Latvia; Lithuania; Malta; Poland; Slovakia; and Slovenia. This was the
fifth time that the EU accepted new members, bringing the total from 15 to 25 member
states. On 1 January 2007, this latest round of enlargement came to its conclusion with
the accession of two more countries: Bulgaria and Romania.
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Neighbourhood Policy, the strategic partnership with Russia and bilateral agreements
and action plans — considerably augment the structural complexity and tension that
must be strategically addressed.

An additional divide must also be taken into account — the division between an
economically and political stable Europe and a Europe characterised by economic and
political instability. Thus, there is a division between the economically-developed Eu-
rope — ‘old Europe’, with some central European countries — and an under-developed
Europe — most south-east European countries, Russia, the Caspian basin and central
Asia. Looked at the other way round, the experience of ‘new Europe’ in the fields of
innovation and economic restructuring may provide a starting point for overcoming
the conventional policies of ‘old Europe’, where strong obstacles hamper privatisa-
tion and liberalisation. Such an approach suggests, firstly, that new ideas may come
out of the ‘other Europe’ — notably in the field of social reform — and, secondly, that
the transformation process is not over and not only in south-eastern Europe.

In practical terms, these divisions are reflected, for example, in the more difficult
conditions for crossing the borders of the new EU members and the consequent prob-
lems for business. This fragmentation clearly undermines the potential for broad re-
gional and pan-European co-operation, particularly in the economic realm. This af-
fects south-eastern Europe but also the Black Sea region!? — an expanding market
with an economic potential that remains largely untapped. We may also mention other
typical regional issues: energy resources and energy security measures; and environ-
mental protection. Countries from the region are too small to adopt individual strate-
gies in the transport sector: so there are also the issues of the upgrading of transport
infrastructures, trade development and facilitation.

Consequently, the reduction of administrative barriers to the free movement of
goods, people, services and capital obviously requires a multilateral, inclusive frame-
work. Of course, the above-mentioned lines of division benefit forces opposed to the
stabilisation of the region and, therefore, ought to be countered by effective and ap-
propriate policy — notably through conflict-resolution and confidence-building mech-
anisms addressing the political tensions and the frozen conflicts between states!3 as
well as shared measures against illegal migration, trafficking and organised crime.!4

12 The Black Sea region includes Greece, Bulgaria, Romania and Moldova in the west,
Ukraine and Russia in the north, Georgia, Armenia and Azerbaijan in the east and Turkey
in the south. Armenia, Azerbaijan, Moldova and Greece are not littoral states, but history,
proximity and close ties make them natural regional actors. Black Sea Economic Co-op-
eration (BSEC), established in 1992, is a relevant organisation with a wide membership
including the above-listed Black Sea countries plus Albania, Russia, Serbia and Turkey as
founding member states. Seven EU member states have observer status. See the EU’s up-
dated Black Sea policy in: Communication from the Commission to the Council and the
European Parliament: Black Sea Synergy — New Regional Co-operation Initiative (Brus-
sels: COM(2007)160, 11 April 2007).

13 More than south-eastern Europe, the Black Sea region is concerned with ‘frozen’ con-
flicts (Transnistria, Abkhazia, South Ossetia and Nagorno-Karabakh).

14 The Bucuresti-based SECI Regional Centre for Combating Trans-border Crime has de-
veloped best practice in this field.
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In our view, only a pan-European framework can address and overcome these divi-
sions.

A re-invigorated pan-European approach would, firstly, foster the European iden-
tity of these countries; secondly, contribute to the development of a common EU-US-
Russian approach to the open questions; and, thirdly, promote a pan-European eco-
nomic integration and co-operation process beyond too narrowly conceived regional
frameworks. Within a renewed pan-European and transatlantic dynamic, eastern and
south-eastern European countries have a major role to play — being more open to co-
operation with the US, Russia and non-EU eastern European countries in the Black
Sea region and the Caucasus. The three above-mentioned dimensions correspond ex-
actly to the priorities of the pan-European institutions. Consequently, complementing
the EU integration process, pan-European organisations — by definition inclusive! —
should give life to a renewed pan-European dynamic.

South-eastern Europe’s key challenge

There are obviously needs specific to south-east European countries. Several regional
initiatives contribute to shape regional co-operation (see next section) and the new
multilateral Central European Free Trade Agreement (CEFTA)!® addresses the issue
of regional trade, but hard security issues must still be tackled: the status of UNMIK/
Kosovo; and Bosnia and Herzegovina’s internal integration. It is time to acknowledge
that the conflicts in the region have common historical roots which warrants their be-
ing examined comprehensively, taking account of their inter-connectedness and the
mutual influences. It is also high time that the belated state-building process is ad-
dressed given that it has considerably slowed the integration process, producing the
irony that:

In the Balkans as a whole, today (...) there are more democracies than sovereign states,

15 Compared to the exclusive ones like the EU and NATO.

16 As of 1 May 2007, eight parties were the prospective members of the new CEFTA — Al-
bania; Bosnia and Herzegovina; Croatia; Moldova; Montenegro; Serbia; the former Yu-
goslav Republic of Macedonia; and UNMIK/Kosovo under UN administration — which
had negotiated the revision of the old CEFTA agreement together with Bulgaria and Ro-
mania. The new CEFTA (CEFTA 2006) officially entered into force on 26 July 2007 for
the five parties which had ratified the agreement: Albania; Moldova; Montenegro; the
former Yugoslav Republic of Macedonia; and UNMIK/Kosovo. These are not countries
belonging to central Europe but to south-eastern Europe. The original CEFTA agreement
was signed by the Visegrad Group (Poland, Hungary and the Czech and Slovak republics)
in December 1992 and entered into force in July 1994; the participating countries wanted
to enhance co-operation and facilitate European integration. Meanwhile, all the former
participating countries have become EU members so, in fact, CEFTA has served as prep-
aration for full EU membership. It has to be noted that, at the time of writing, the new
CEFTA agreement has not yet been ratified by Croatia, Serbia and Bosnia and Herze-
govina.
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