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The Apnl General Alfors Council inviled the Commission and the High
Representalive to wotk up ideas on the ETFs relations with its neighbours, The
timing of this debatc is driven, in particular, by the prospeet of decisions on
enlargement to be taken by the Furopean Council in Copenhagen. These decisions
will bring the dual challenge of avoiding new dividing lines in Furope while
responding to needs arising from the newly created borders of the Union. At the same
time we should fully exploit the new opporiunities created by enlargement to develop
relations with our neighbours,

1. What should be the geographical coverage of this exercise? The cnlarged
Umon’s neighbours fall into threc main regional groupings: the Mediterranean
(Barcelona Process), the Western Balkuns (Stabilisation and Association Process);
and Russia and the other castern neighbours ({Partnership and Co-operalion
Agreements). In addition, therc arc the EEA countrics and Switzerland who seem
hikely to remain satisfied with the status quo, the candidaic countries that arc alrcady
engaged in negotiations but will nol make the fiest intake of enlargement, and Turkey.

The imminent enlargement presculs an opportunity lo develop a more coherent and
durabic basis for relations with our immediate neighbours. The pace and scope of this
process will have to be flexible — there can be no one-size-fits-all approach. The
slarting point shoukd be that relations with al! our ncighbours should be based on a
shared set of political and economic values, Building on this, we should fim lowards
regional stabilily and co-operation, closer trade links and approximation andior
harmonisation of legislation and progressive extension of all relevant EU policies.
Looking to the medium and longer term1, we could foresee a praduaily evolving
framework for an economic aid political space surrounding the Union, which would
nevertheless stop short of full membership or creating shared institutions. Building
on existing instruments and rclalions, this approach could ultimately bring
neighbouring countries fully into the imtemal market and other relevant TU policies.

1LE. Mr Per Sug Moller
The Minister for Foreign Affairs
Denmark



2. How do we want to develop our rclations with present and  future
nutgitbours? The three main geographical groupings above can be distinguished by
whal we say about their prospect of accession to the EUL For the Balkans il is an
exphent goal, although there remains 2 huge amount ol uniinished business and many
difficuities ahead. In the Medilerranean {apart from current candidates) membership
15 explictily excluded and mstead we put more ¢mphasis on co-operation with and
witiin the region. Our [ulure eastern neighbours fall somewhat uncomfortably in
between. Making their situstion less ambivalent and more comlortable — particularly
for Ukraine which is most actively seeking more conercte recogmtion of her Kutopean
aspirations — is probably the most immediate challeage [or vur neighbourhood policy.
This requires the delincation of an ambitious but workable policy framewerk for the
next ten years or so, without closing any options [or the more distant future.

3. What arc our interests and what do we want 1o achieve? There are a number
of overriding objecuves for our ncighbourhood policy: stability, presperity, shared
valucs and rulc ol law along our bordcrs arc all lendamental for our own sceurity.
[ailure in any of these areas will lead to increased risks of negative spillover on the
Union. In the Balkans, the Union has alrcady defined a sirategic framework through
the cemprchensive Stalnlisation and Association Process and focus is now on
implementation. Tn the Mediterrancan the framework for bilateral and regional co-
opcralton 15 laking shape, but the process 1s presently impeded by the crisis in the
Middle East. With our futurc castern neighbours, the main challenge continues to be
te assist these countries through a difficult ransition period. The enlargement of the
Union will add a mumber ol specific challenges here; how to tackle specific cross-
border 1ssues; how to develop regional trade and ecopomic development; how Lo slem
mereased threats from crime, trafficking and illegal migration cte.

4, Whal eomerete measnres could bnng us closer to our objectives ? Five areas
scem particudarly promising:

a) reinforced palitical dialogue where the aim should be 1o enrich Lhe quality of
discussion rather than mulliplying the number of high-level meetings;

b) economic co-operation and closer teade links.  Over the last decade, the EU
has conciuded or launched a whole series of negotiations of different types which
will lead 1o a patchwork quill of trade agreements with various paris of the world.
We should first assess their potential consequences for the muliilateral trading
syslern, for our neighbours, and for ourselves, inciuding the new EU members
whose compefitiveness remains fragile.  Jmitially, there may be scope to
accelerate WO negotiations where applicable and to work on progressive
approximation to EU norms and standacds, In the light of this analysis, the
Commssin will consider further moves towards full trade liberalisation,
including free trade areas where appropriate, and will make relevanl proposals

accardingly.

¢) co-operation on JHA, mecluding border management and migration {ssucs,
lakng account of cconormic and cultural links between both sides of the borders;



d) financial assistance including a new approach to cross-border co-operation
that might pool existing resources and techniques;

¢) integration into EU policics such as  consumer protection, competition
policy, rescarch, cducation, culture and environment.

5. Do we need 1o create new  contractual  arrangemcnts  such  oas
Neighbourhood or Proximity Agrecments? There is already  scope fo upgzrade
rclations within the existing agreements with the countrics concerned and we must
guard agamst cosmetic changes distracting attention or cven hecoming a substinate for
substantive measures. The debate needs careful handling to avoid unecalistic
cxpeolations over the prospects of future enlarsement. On the other hand, if we
decide to set oul specific and qualitatively enhanced objectives for our policy, this
could pustify a relabeling of our relations. Moreover, the strong symbolism of a new
fabel that marks a strengthened comunitment of the Union could help to raisc the
profle of relations with the EU and thus unlock additional political will and
admimistrative capacity. T'he strong political and cconomie tics between the luture
members and therr neighbours should help in this respeet.
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Consideration of all these issucs comes into sharp locus in the mom-up o the European
Counctl m Copenhagen.  When the fronticr of the Union shills castwards, the
opporiunities and challenges raiscd by our eastern neighbours will alfecl us more
directly than today. In no other ncighbouring region will enlarecmen have such
mmediate consequences.  While there are imponant opportunitics o explore closer
nes with these countries, there are also challenges in areus ke 1llegal migralion,
trafficking and spiliover from local or regional crises.

At present, Ukraime is most likely to be able lo profil from greater mcentives. The
government and the political clite 15 broadly belimd a pro-European agenda and have
set themselves ambitions goals in this respect. Progress in relatons will to a large
degree depend on Ukraine's ability to implement lurther reforms in particular of the
acbministration and judiciary. But the possibility of moving lowards a “Neighbourhood
Agreement™ or something similar could scrve as an important dnving-force.

The cascs ol Belarns and Moldova are different. With Belarus we presently have
virtnally ne lormal relations: while there 1s scope to intensify support to Belarusian
socicty, the Partnership and Co-operation Agreement signed in 1995 has not been
implemented and  altempls o make a policy of conditionality more effcctive have
yiclded little. Moldova, Europe’s pouorest cownry, is in a state of crisis which could
render any long torm stratcgy superfluous; the immediate question there is how the
EU can engage morc actively in resolving problems wivnch will soon be on our
doorstep.  The key to the country’s luture political and economic development is
resolution of the conflict in ‘Transdnicstria without which 11 will reman 4 source of
mstability in the regon.



We need also o consider how Russia might be linked to, or {all within, a new
neighbourheod policy. The arguments for differentiation are clcar. Though Russia is
aiready a dircet neighhour, it is not indicating any immediate or medinm-lerm interest
in being a membership candidate. Politically, we have litle interest in adding to the
pressure for every nmew component or inflection in our relations with Russia to be
replicated immmediately with other eastern neighbours, Yet the EUPs dialogue and co-
opcration with Russia on speciiic challenges emanating from, or relating to, the other
countnes of the regien arc crucial to the chances of solving them. And much of the
substance of our basic objectives towards all four states — fostering stability and
prosperity through gradual polincal and economic refonn - is similar. v the end,
Fussia 15 an ndivisible part of the region - it is difficull 10 envisage strengthencd
regional co-operation without Russia

Ad the least, an initiative towards the eastern ncighbours should build on the cxisting
PCA Trameworks and Tacis programme, bascd on a common assessment of their
mmplementation and performance to date, and idenlilying future prierities. Depending
on their respective situations, this could cover a range of possibie types of agrecment.
A mmimalist “PCA plus™ approach would have the adventage of avoiding raising
undue expectations. However, the drawback may be that demands for a bigger gesture
would persist, a prospecl which would mitigatc in lavour of presenting a more

amtious objective at Copenhagen.

This could consist of the announcement in December of a new proximity policy
iatiative, with imitial focus om the eastern neighbours, which could include the
following possible elements:

- an upgrading ol the PCA relationships with Ukraine and Moldova as the first
“Curopean Neighbourhood Agreements”; -the guiding principle {or the
iniplementation of these Agrecments should be self-differentiation. They should
also contain clcar benchmarks and incentives o atlain them. Sequencing would
be crucial  for example sufficicnt structural reform weuld be a precondition Lo
benefit from trade Iiberalisation. And a genuine political dialognc would be
needed jointly to mopitor progress in domestic reforms and cstabiish technical

assistance prionbies;

- one apen question, in view of thc analysis i 4{b} above, is whether these
henchimarks should include targets for the free irade agrecments that arc aircady
foreseen In the cxisting PCAs. Bqually we should consider scope lor progress
with regulatory approximation and co-opcration, aimed at assisting partners to
imcorporate and implement a range of single market disciplines; the work now
begmming with Russia on a Common European Economic Space is un
mlevesting modcl in this context;

- the Agreements could also foresee an intensified political dialogee, in scleeted
arcas and n intemational (ora on the basis of mutual interest; greater emphasis
could be put on fostering cnhanced responsibility of these countries in regional
security matlers: closer co-operation on ESDPicrisis management could also be

envisaged



Tacis spending for the new border states could be inercased, although this would
mexn culs elsewhere, lunding should be targeted according w our pronties, as
wedl s recipients’ needs and ability 1o absorb; for example the EL has an interest
n more effective co-operation on justice and home affairs in line with the Seville
comelusions, weluding border management, migration and organised crime; a new
proximity instrument might consoldale elements of the Tacis, Pharc and
CARDs cross-border progranmes, and the Tnterreg funds which will be deployed
in the newly acceding member states. Ways should be explored to make existing
procedures more flexible and to improve the tocus of spending on FU's pracucal

prioTilies.

[urther efforts could be undertaken to meodermise and upgrade horder posts and
cquipment n order to ensure smooth and swift berder crossings; the
establishment of joint EUJ consulates could be envisaged, as well as increased

efforts on adrinistrative capacity butlding;

finally, it should be constdercd wheiher the Agreements might [oresce cventual
access to Community programmes for example in arcas hke research,
enviroament, culture and education; however, such meentives would have to be
financed and balanced by requitements of the responsc we would expect to see in

cach arca.
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All of this gives ample food for thought. Howcever cach of us conceives of the scope
and prionhes for a new neighbourhood policy, we will do well first to reflect if we
want lo shape future relations with the countnes of the wider border in a manner ol
our choosing. As and when the hirst onentations of an agreed policy crnerge, they
should also be discussed with present candidate countrics who could contribule
vialuable perspectives both on the countries concerned and on their own experiences
ol the challenges of transition. Our meeting on 31 August will provide an important
opporlunily {o discuss these questions, allowing us to prepare well in advance for
Copenhagen, and enabling us to work up more detmled proposals for a political and
instituhional framework with our new neighbours in due course. In this context, the
Commission mtends fo prescnt a communication in the autummn.

We are copying this letter to the olher members of the GAC who will be alending the
{symntch meeting at the end of the month.
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Chris Patien Javier Solana



